;}\EME,:‘:- Fazal Cloth Mills Limited ANNUAL REPORT 2026
I )

Contents

Corporate

02 Company Information

03 Company Profile

04 Key-Financial Highlights

05 Corporate Vision and Mission Statement & Core Values
06 Credit Rating

06 Certifications

07 Notice of Annual General Meeting

23 Organogram

24 Directors’ Profile

33 Managements' Profile

40 Chairman’ Review - oka S et s

46 CEO's Message - i S T g 351 iy

50 Directors’ Report - gy s sild

86 Gender Pay Gap & Executive Remuneration

86 CEO Pay ratio

86 Corporate Social Responsibility - Activities

91 Financial Highlights

104 Statement of Compliance with the Code of Corporate Governance
108 Independent Auditor's Review Report

109 Independent Auditors' Report to the Member

Financial Statements of Fazal Cloth Mills Limited

116 Statement of Financial Position

117 Statement of Profit and Loss Account
118 Statement of Comprehensive Income
119 Statement of Changes in Equity

120 Statement of Cash Flows

121 Notes to the Financial Statements
218 Pattern of Shareholdings

221 Form of Proxy - English

223 Form of Proxy - Urdu




N, o e
e Fazal Cloth Mills Limited

ANNUAL REPORT 2026

Company Information

Board of Directors

Chairman/ NE-Director
CEO / Executive Director
NE — Director

NE — Director

Executive Director
Executive Director
Independent Director
Independent Director
Independent Director

Naseem Ahmad
Rehman Naseem
Amir Naseem Sheikh
Faisal Ahmed
Muhammad Mukhtar
Abbas Mukhtar
Muhammad Shaukat
Masood Karim Shaikh
Parveen Akhter Malik

Human Resource & Remuneration Committee

Muhammad Shaukat
Amir Naseem Sheikh
Abbas Mukhtar

Chairperson
Member
Member

Audit Committee

Parveen Akhter Malik
Muhammad Shaukat
Amir Naseem Sheikh
Faisal Ahmed

Chairperson
Member
Member
Member

Sustainability & ESG Committee

Rehman Naseem
Parveen Akhtar Malik
Masood Karim Shaikh
Muhammad Shaukat

Chairperson
Member
Member
Member

Risk Management & Strategic Planning Committee

Masood Karim Shaikh
Rehman Naseem
Muhammad Shaukat
Parveen Akhter Malik

Chief Financial Officer
Muhammad Azam

Share Registrar

Vision Consulting Ltd.
5-C, LDA Flats, Lawrence
Road, Lahore.
shares@vcl.com.pk,
Phone: (92) 42-36283096,
36283097

Fax: (92) 42-36374839

Company Secretary
Basharat Hashmi

External Auditors
ShineWing Hameed Chaudhri & Co.,
Chartered Accountants, Lahore.

Bankers

United Bank Limited

MCB Bank Limited
National Bank of Pakistan
Bank Al Habib Limited
The Bank of Punjab

Allied Bank Limited
Faysal Bank Limited

Bank Alfalah Limited
Meezan Bank Limited
Habib Bank Limited

Habib Metropolitan Bank Limited
MCB Islamic Bank Limited
Soneri Bank Limited

Askari Bank Limited

The Bank of Khyber
JS Bank Limited

Bank Makramah Limited

PAIR Investment Company Limited

Pak Libya Holding Company (Pvt) Limited

Pak Brunei Investment Company Limited

Pak Oman Investment Company Limited

Pakistan Kuwait Investment Company (Pvt.) Limited

Saudi Pak Industrial & Agricultural Investment Company Limited

Standard Chartered Bank (Pakistan) Limited

Bank Islami Pakistan Limited
Dubai Islamic Bank Pakistan Limited

Head Office & Shares Department:

59/3, Abdali Road, Multan.

Phone: (92), 4781637 Fax: (92) 61-4541832

E-mail: corporate@fazalcloth.com Shares@fazalcloth.com
Website: www.fazalcloth.com

Mills:
i) Fazal Nagar, Jhang Road, Muzaffargarh — Pakistan
Ph. (92) 66-2422216-18Fax: (92) 66-2422217

Registered Office:

Chairperson
Member
Member
Member

Legal Advisor
M/s Muhammad Haneef
District Courts, Muzaffargarh

Mr. Fazley Rabi

House No. 9E Upper Mall,
Lahore

Credit Rating Company

VIS Credit Rating Company Limited
VIS House 431, Q-Block
Commercial Area,

Phase Il DHA, Lahore.

Insurance Company

Adamjee Insurance Company Limited
UBL Insurers Limited

IGI General Insurance Limited
Jubilee General Insurance Co. Ltd.
Security General Insurance Co. Ltd.
Habib Insurance Company Ltd
Alfalah Insurance Company Limited
EFU General Insurance Limited
Jubilee Life Insurance Co. Ltd

Askari General Insurance Co. Ltd.

69/7, Abid Majeed Road, Survey No. 248/7,

Lahore Cantt, Lahore.
Phone: (92) 42-36684909

i) Qadirpur Rawan Bypass, Khanewal Road, Multan — Pakistan

Ph. (92) 61-6740041-43,Fax : (92) 61-6740052
iii) 13-Km, Mian Wali Road, Khanpur Bagga Sher.
Ph. (92) 662-490183




;}\Emzé Fazal Cloth Mills Limited ANNUAL REPORT 2026
I )

Company Profile

Fazal Cloth Mills Limited (“FCML” or “the Company”) is a prominent name in Pakistan's spinning sector. The
Company has developed a diversified product portfolio catering to both domestic and international markets. FCML
specializes in the production of greige fabric and a wide range of yarn products, including multi-count/multi-twist,
double, zero-twist, organic, Supima, Lycra, Giza, and USA cotton yarns. The Company benefits from a longstanding
operational track record, supported by continued investment in advanced production mechanisms. On the strategic
front, management is pursuing a volume-led growth strategy, with an emphasis on enhancing revenues and market
penetration through its existing product portfolio rather than undertaking diversification into new business

ventures.

FCML is a listed concern, incorporated in 1966. The Company's operational infrastructure comprises 275,724
spindles, 8,820 open-end rotors, 1,752 MVS spindles/rotors, 119 doubling machines, and 224 air-jet looms
strategically divested across eleven manufacturing facilities in Multan and Muzaffargarh. The Company's major
stake is owned by the Fazal Group and Fatima Group (~44.6% each). The remaining shareholding rests with financial
institutions (6.8%) and others (4.0%). The Company's board comprises nine members. The CEO, Mr. Rehman
Naseem, is supported by ateam of highly qualified and seasoned professionals

Sy >
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Key - Financial Highlights 2026

Results for the year at a glance, compared with the prior year.

NET SALES GROSS PROFIT PROFIT AFTER TAX EARNINGS PER SHARE
Rs 96.0 bn Rs 8.9 bn Rs 1.57 bn Rs 52.44
+6.7% vs 2025 +16.2% vs 2025 +311% vs 2025 2025: Rs 12.76

CASH DIVIDEND SHAREHOLDERS' EQUITY DEBT TO EQUITY INTEREST COVER

Rs 15 / share Rs 75.7 bn 0.61x 1.59x

2025: nil +34.1% vs 2025 2025: 0.83x 2025: 1.30x
Sales {Rs million) Gross profit (Rs million) Profit before tax (Rs million)

B4,176
L, ol 2,486
6,503
1,136
g :,_.m 1134 Lm

L J

FYIs

Spinning

FY28 | P25 | F¥26
Spinning | Weaving

| #vas | svas | evos | v
Wezving

| Spinnlng

Rs million / %

Spinning FY26

Spinning FY25 Weaving FY26 Weaving FY25

GP / Sales 9.3% 8.6% 9.4% 8.6%
EBITDA / Sales 11.1% 10.6% 9.0% 8.1%
PBT / Sales 3.0% 1.5% 4.7% 3.4%

Sy >
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VISION

VALUES

MISSION

Vision

The Company aims to establish a vertically integrated textile business producing
finished products, processed and greige fabrics and yarn. The Company aims to
plrolcojuhce high-quality diversified products at competitive price to be marketed
globally.

Mission

The Company should provide a secure and rewarding investment to its shareholders
and investors, quality products to its customers, a secure place of work to its
employees and be an ethical partner with its business associates.

Core Values

Rooted in integrity and progress, Fazal Cloth Mills is built upon the following core
values:

i. Quality: To fulfill customer needs by producing quality products.

ii. Governance: To act with good governance.

iii. Growth: To achieve sustainable and equitable growth.

iv. Diversity & Ethics: To promote diversity and ethical behavior.

v. Excellence & Innovation: To develop a dynamic team of professionals to
achieve excellence andinnovation

&
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Annual General Meeting (AGM) Notice

Notice is hereby given that the 61st Annual General Meeting (the “AGM”) of the shareholders of Fazal Cloth Mills Limited (the
“Company”) will be held on Wednesday October 28, 2026 at 11.30 a.m. at E-110, Khyaban-e-Jinnah Defence Mor Lahore as
well as through Video Conferencing facility to transact the following business:

1. ORDINARY BUSINESS

i. Toconfirmthe Minutes of the Extraordinary General Meeting held on June 2, 2026.

ii. Toreceive, consider and adopt the Annual Audited Financial Statements of the Company for the year ended June 30,
2026 together with the Reports of the Directors, Chairman’s review and Auditors report thereon.

iii. Toconsider and, if thought fit, approve the payment of a final cash dividend of 150% (i.e., Rs. 15 per ordinary share of
Rs. 10/-each) for the financial year ended June 30, 2026, as recommended by the Board of Directors.

iv. In compliance with section 223(6) of the Act and pursuant to the S.R.0. 389(1)/2023 dated March 21, 2023, the
Company has electronically transmitted the Annual Report, 2026 through email to shareholders whose email
addresses are available with the Company's Share Registrar the Vision Consulting Ltd. In those cases, where email
addresses are not available with the Registrar, printed notices of AGM along with the weblink and QR enabled code to
download the said Annual Report have been dispatched. However, notwithstanding the above, the Company will
provide hard copies of the audited financial statements, to any Member on their request, at their registered address,
free of cost, within one (1) week of receiving such request. Further, Shareholders are requested to kindly provide their
valid email addresses (along with a copy of valid CNIC) to the Registrar if the Member hold shares in physical form or, to
the Member's respective Participant/Investor Account Services, if shares are held in book entry form. The copy of the
financial statements of can be accessed through the following weblink and QR enabled code:

http://fazalcloth.com/financialreports/annual-report-ended-
30-06-2026.pdf

v. Toappoint Auditors for the ensuing year and to fix their remuneration for the year ending June 30, 2027. The present
auditors, M/s. ShineWing Hameed Chaudhri & Co., Chartered Accountants, have retired and being eligible, have
offered themselves for re-appointment. The Board of Directors recommends, based on the recommendation of the
Board Audit Committee, the appointment of M/s. ShineWing Hameed Chaudhri & Co., as auditors for the ensuing year.

2.SPECIALBUSINESS

. To ratify and approve the transactions carried out by the Company with related parties during the year ended June 30,
2026 under the authority of the special resolution passed in the annual general meeting held on October 25, 2025 and
to pass the special resolution with or without modification(s) as proposed in the statement of material fact.

Il.  To authorize the Chief Executive of the Company to approve all transactions with Related Parties during the financial
year ending June 30, 2027 and till the date of next annual general meeting and to pass the special resolution with or
without modification(s) as proposed in the statement of material fact:

A statement of material facts along with draft special resolutions are annexed to this notice circulated to the members.

3.ANY OTHER BUSINESS
To transact any other ordinary business which may legally be transacted at an Annual General Meeting, with the permission of

the Chair.

By the Order of the Board of Directors

gﬂém//”

Basharat Hashmi Dated: 06 October, 2026
(Company Secretary)
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NOTES:
1.CLOSURE OF SHARE TRANSFER BOOKS
The Share Transfer Books of the Company will remain closed from October 22, 2026 to October 28, 2026 (both days
inclusive). Physical transfers / CDS Transaction IDs received at the Company's Share Registrar, M/s. Vision Consulting

Ltd, 5-C, LDA Flats, Lawrence Road, Lahore, at the close of business on October 21, 2026 will be considered in time
forthe purpose attending the Meeting and entitlement.

2.APPOINTMENT OF PROXIES :

i. A member is entitled to appoint a proxy in his/her place to attend, speak and vote instead of him/her. A member
can appoint only one proxy in his/her place who can exercise all rights of a member in the meeting. The instrument
appointing a proxy, duly stamped and signed, and the power of attorney or other authority (if any) under which it is
signed or a notarially certified copy of the power of attorney or authority must be deposited at the Company
Secretary of the Fazal Cloth mills, E/110, Khayaban-e-Jinnah, Defence Mor, Lahore not later than 48 hours before the
time of the meeting. A proxy must be a member of the Company. Form of proxy in English and Urdu Language is
enclosed herewith and also available on Company's website: www.fazalcloth.com

ii. CDC Account Holders will further have to follow the under mentioned guidelines as laid down in Circular No. 1 of
2000 dated 26 January 2000 issued by the Securities and Exchange Commission of Pakistan:

3-a. For Appointing Proxies

e A membershall not be entitled to appoint more than one proxy. If a member appoints more than one proxy and
more than one form of proxy are deposited by a member with the Company, all such forms of proxy shall be
rendered invalid.

e The proxy shall produce his/her original CNIC or original passport at the time of the meeting.

e The proxy form shall be witnessed by two persons whose names, addresses and CNIC number shall be
mentioned on the form.

e Attested copies for CNIC or the passport of the beneficial owners and of the proxy shall be furnished with the
proxy form.

3-b. Participationin AGM through Video Link

Pursuant to circular 4 of 2021 issued by SECP the Company shall provide video link facility for attending the annual
general meeting. The members / proxies who wish to attend the meeting via video link facility are requested to
register themselves by providing the following information along with valid copy of Computerized National Identity
Card (both sides)/passport, attested copy of board resolution / power of attorney (in case of corporate shareholders)
to the Company Secretary through WhatsApp at 03001588167 or email ID; basharat.hashmi@fazalgroup.com by
October 23, 2026.

Name of CNIC Number | Folio/CDC Registered Cell Number
Shareholder Account Number email Address

4. ELECTRONICVOTING AND POSTALBALLOT
The members will be provided the facility of voting through e-voting and voting by post for the special business (es)
to betransacted at the Meeting.
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i.E-VOTING PROCEDURE

a. Details of the e-voting facility will be shared through an e-mail with those members of the Company who have
their valid CNIC numbers, cell numbers, and e-mail addresses available in the register of members of the
Company by the October 22, 2026.

b. The security codes will be communicated to members through SMS from the web portal of M/s. Vision Consulting
Ltd. (being the e-voting service provider).

c. Identity of the Members intending to cast vote through e-voting shall be authenticated through electronic
signature or authentication for login.

d. Members shall cast vote online at any time from October 22, 2026, to October 28, 2026 till 11:00 a.m. (PST).
Voting shall close on October 28, 2026, at 11:00 a.m. Once the vote on the resolution is cast by a Member, he/she
shall not be allowed to change it subsequently.

ii. POSTALBALLOT VOTING PROCEDURE
a. Members may alternatively opt for voting through postal ballot. Ballot Paper is attached with this notice and is
also available on the Company's website www.fazalcloth.com within stipulated time to download.

The members must ensure that the duly filled and signed ballot paper, along with a copy of Computerized National
Identity Card (CNIC) should reach the Chairman of the meeting through post at the address, Company Secretary,
Fazal Cloth Mills Limited, FG Head Office, E/110, Khayaban-e-Jinnah, Defence Mor, Lahore or email at
basharat.hashmi@fazalgroup.com one (01) day before the meeting, i.e., on October 27, 2026 before 05:00 p.m.
Postal ballot received after this time/date shall not be considered for voting. The signature on the Ballot Paper shall
match with signature onthe CNIC.

5.UNCLAIMED DIVIDEND

Shareholders, who for any reason, could not claim their dividend and/or bonus shares are advised to contact our
Shares Registrar M/s. Vision Consulting Ltd, Lahore to collect/enquire about their unclaimed dividends and/or
bonus shares if any.

6.DEPOSIT OF PHYSICALSHARES INTO CDCACCOUNTS

The Shareholders having physical shareholding may open CDC sub-account with any of the brokers or Investor
Account directly with CDC to place their physical shares into script-less form. This will facilitate them in many ways
including safe custody and sale of shares, any time they want, as the trading of physical shares is not permitted as per
existing regulations of the Stock Exchange. Further, Section 72 of the Companies Act, 2017 (the Act), states that after
the commencement of the Act from a date notified by SECP, a company having share capital, shall have shares in
book-entry form only. Every existing company shall be required to replace its physical shares with book-entry form in
a manner as may be specified and from the date notified by SECP, within a period not exceeding four years from the
promulgation of the Act.

7.AVAILABILITY OF FINANCIALSTATEMENTS ON COMPANY'S WEBSITE

The annual report 2026 containing notice of AGM, audited financial statements along with directors and auditors
reports and the Chairman Review and other document has been placed on the Company's website
www.fazalcloth.com.

8.PROHIBITION ON GRANTOF GIFTSTO SHAREHOLDERS

In accordance with the prohibition under section 185 of the Companies Act, 2017 and as directed by SECP no gifts
will be distributed at the Annual General Meeting.

Note: In case of any contradiction between English and Urdu text, English text should be recognized as correct.
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9. PAYMENT OF CASH DIVIDEND ELECTRONICALLY (E-DIVIDEND MECHANISM)

In accordance with Section 242 of the Act, cash dividend can only be paid through electronic mode directly into the
respective bank account designated by the entitled shareholder. Shareholders are requested to provide their
complete bank details along with 24-digit International Bank Account Number (“IBAN”) directly to our share
registrar (for physical shares) or to their respective participant/broker (for CDS shares) as the case may be for the
dividends which are unclaimed till date. Shareholders are advised to ensure that title of bank account must be in the
name of the shareholder. The subject Form is available at Company's website i.e. http://fazalcloth.com.

10. WITHHOLDING TAXONDIVIDEND
Pursuant to the provisions of Section 150 of the Income Tax Ordinance, 2001 the rates of deduction of Income tax
from dividend payments will be as follows:

e Rate oftaxdeduction for persons who are appearingin the active taxpayers list: 15%.
e Rateoftaxdeductionforpersons who are notappearinginthe active taxpayers list: 30%.

All Shareholders are advised to check their status on Active Taxpayers List (ATL) available on Federal Board of
Revenue (FBR) website and if required take necessary actions for inclusion of their name in ATL. In case a person's
name does notappearinthe ATL, the applicable tax rate will be increased by hundred percent.

Members seeking exemption from deduction of income tax or those who are eligible for deduction at reduce rate,
are requested to submit a valid tax exemption certificate or necessary documentary evidence as the case may be.
Members desiring no deduction of zakat are also requested to submit a valid declaration for non-deduction of zakat.

For shareholders holding their shares jointly as per the clarification issued by the FBR, withholding tax will be
determined separately on Active and In-active status whereby tax on each joint-holder shall be deducted on the
gross amount of dividend amount determined by bifurcating the shareholding of each joint holder on equal
proportion except where the shareholding proportion is pre-defined as per the records of the Company's share
registrar. Therefore, all shareholders who hold shares jointly are required to provide shareholding proportions of
principal shareholder and joint-holder(s) in respect of shares held by them to our Share Registrar in writing as

follows:
Principal Shareholder Joint Shareholder
Folio/CDC Total e Shareholding ki Shareholding
Account # Shares Proportion (No. of Proportion (No. of
CNIC CNIC
Shares) Shares)

11.NOTIFY THE CHANGES IN ADDRESSES OF SHAREHOLDERS
The shareholders of the Company are requested to promptly notify changes in their mailing addresses (if any), to
our share registrar/transfer agent.

12. SUBMISSION OF COPIES OF CNIC (MANDATORY)

Individual shareholders are once again reminded to submit a copy of their valid CNIC, if not provided earlier to
the Company's Share Registrar. In case of non-availability of a valid CNIC in the records of the Company, the
Company shall withhold the dividend unclaimed till date, under the provisions of Section 243 of the Act which
will be released by the Share Registrar only upon submission of a valid copy of the CNIC.
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STATEMENT OF MATERIAL FACTS UNDER SECTION 134 (3) OF THE COMPANIES ACT, 2017.

This statement sets out the material facts pertaining to the special business to be transacted at the Annual General
Meeting of the Company.

Special Business No.1

The transactions carried out with the related parties were presented to the Board for their review and consideration
as recommended by the Audit Committee on quarterly basis pursuant to provisions of applicable laws. All these
related party transactions during the mentioned period were executed at Arm's Length Price and in the ordinary
course of business in a fair and transparent manner. Accordingly, the transactions were carried out under the
authority of the special resolution passed by the shareholders in the last annual general meeting. These related
party transactions during the year ended June 30, 2026 are as under:

Mame of parties Relstionship Transaction 2k 2
Rupees Rupess
a)  Fatima Fertilizer Company Ltd Common Direclorship and 329 %Dwidend moome 414,684,186 483,798.217
(2026 3.20%) sharehokding Reimbursable expenses 382,337 288,781
Payments againsl expenses: 466,140 322930
Sale of goods and sarvicas - 338,920
b} Fatima Energy Limited Sponsor | Azsociated Purchase of ety 6,282,832922 5768933666
Payment against purchase of gooads - net 6,382,195,542  5,053.231.508
¢} Reliance Weaving Mills Limited Common Directorship Furchass of goods 71,855,480 75,223 596
Sale of goods 441,053.859 3B7 896,609
Payment ansinst expenses 721,033 -
Recaipts against salke of goods - nel 378,952,858 31138218
d) Ahmed Fine Textila Mills Limited Camimion Dirsclomship Purchase of goods snd sarvices 2,189,791,206 2,996,414 100
Sale of goods and sarvices 13.687.376,407 14,323,088,155
Raceipts against sake of goods and sarvicas - net 11,070.045.744 11,382 543 853
Paymant against expenses - 185,416
@}  Fazal-ur-Rehman Foundation Commeon Directershipl Trustees Donations 2,175,550 2.920.000
fl Pak Arab Energy Limited Common Direciorship Mark-up acorued on long tarm advancs 3,316,154 4385107
g}  Fazal Farm (Private) Limited Common Directorship Purchase of goods 22,944 811 21,485 628
Payment againgl purchase of goods - nat 19,375,814 16,822 400
h}  Fatima Managemenl Company Lid Commaon Dimctorship Raimbursable nxpensas - 344 903
Paymenl against reimbursable expanses - F44 903
] Key Management Personnal Kay Management Personnal Remuneration and other benefits 63,713,652 63,492 45956
] Relative of director Spouse Lease rental paid 14,147,686 12,861,533

The directors' interest is only to the extent of common directorship / shareholding / remunerations / trustees in
related parties and they do not have any interest directly or indirectly.

The following resolution is proposed to be passed as special resolution:
“RESOLVED THAT the above related party transactions carried out by the Company during the year ended June 30,
2026 as detailed in note 46 to the audited financial statements be and are hereby ratified, confirmed and approved”.
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Special Business No.2
The Company shall be continuing to transact transactions with the related parties during the year ending June 30,
2027 and till the date of next annual general meeting on an arm's length basis as per approved policy with respect to
'transactions with related parties' in the ordinary course of business. The majority of the directors are interested in
the related party transactions and the transactions shall be placed before the shareholders in next Annual General
Meeting for their formal ratification / approval.
The interest of directors has been mentioned herein above.

The following resolution is proposed to be passed as special resolution:

e “RESOLVED THAT the Chief Executive of the Company be and is hereby authorized to approve the
transactions to be carried out with Related Parties as and when required in the ordinary course of business
at arm's length basis during the financial year ending June 30, 2027 and till the next Annual General
Meeting, without any limitation on the amounts to the transactions.”

e “RESOLVED FURTHER THAT the related party transaction shall be placed before the shareholders in the
next Annual General Meeting for their formal ratification/approval”.

e “RESOLVED FURTHER THAT the Chief Executive, Chief Financial Officer and Company Secretary be and are
hereby singly empowered and authorized to do all acts, matters, deeds and things, take any or all necessary
actions including signing and execution of agreement(s) with the Related Parties after approval of the
transactions by the Chief Executive and to complete all legal formalities including filing of documents as may
be necessary orincidental or expedient for the purpose of implementing the aforesaid resolutions.”
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STATEMENT UNDER REGULATION 4 (2) OF THE COMPANIES (INVESTMENT IN ASSOCIATED COMPANIES OR

ASSOCIATED UNDERTAKINGS) REGULATIONS, 2017 Name of Associated Company / Undertaking: Fatima
Transmission Company Limited (FTCL)

Sr.No. Description Loans / advances

a) Total investment approved 250,000,000

b) Amount of investment made to 0
date

c) Reasons for not having made Facility is in the nature of Sponsor Support Agreement
complete investment so far where | and the Company as sponsor has committed with the
resolution required it to be NIBBank, in case of default by FTCL, to pay the
implemented in specific time. outstanding amount.

Aforesaid facility shall remain valid and in full force and
effect and shall be subject to the Company’s obligations
under Sponsors Support.

d) Material change in financial
statements of associated 2025 2024
company or associated
undertaking since date

of the resolution passedfor | 7T Rupees -------------

approval of investment in such

company.
i Earnings (loss) per share - basic & 0.2833 0.5076

diluted
ii Net profit / (loss) 18,321.449 32,830.648
iii Shareholders’ Equity 355,567.791 337,246.342
iv Total Assets 612,794.394 659,525.555
v Break-up value 5.4980 5.2147
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Name of Associated Company / Undertaking: Fatima Energy Limited (FEL)

Sr# Description Equity Loans / advances
a) | Tot@l investment 2,000,000,000] 282,000,000 | 500,000,000  6,000,000,000
approved
Amount of investment
b) 1,050,523,553 0 442,077,112 400,000,000
made to date
Conversion Amount will be Facility s in the
. . Further nature of Sponsor
of future invested in
funds Support Agreement
TR SIS request and the Company as
Reasons for not into shares of FEL § . . y
. has not yet | sponsor commits to
having made preference offered to the ,
been made | pay FEL's lender
complete shares of Company as .
. . by the banks in case of
investment so far FEL on right shares or .
c) . . investee default by FEL.
where resolution loans / otherwise than . e
. . . . company. Aforesaid facility shall
required it to be advances. right shares in . . . .
. . . Period of remain valid and in
implemented in Period of future.
e s . Investment | full force and effect
specific time Investment | Period of . .
. till renew and shall be subject
renew "ftill Investment Oct 31 N
Oct 31, renew till Oct 2027 ’ obligations End\(/ar
2026. 31, 2027. ' .
Sponsors Support
Material change in
financial statements
of associated
company or
associated
d) | undertaking since 2025 2024 2025 2024
date of the
resolution passed
for approval of
investment in such
company.
i Gain/(Loss) per share—Rs. 0.60 (0.68) 0.60 (0.68)
ii Net Gain/(Loss)- Rs. In '000 | 1,065,075 (1,193,772) 1,065,075 (1,193,772)
jj | Shareholders” Equity | ¢ 212 175 7,652,400 8,717,475 7,652,400
-Rs. In'000
v | T AS,;?S “Rs-In 1 g 299,505 28,988,336 28,229,595 28,988,336
Break-up value - Rs.
v In '000 4.95 4.34 4.95 4.34

<
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ANNUAL REPORT 2026

FOR VOTING THROUGH POST FOR SPECIAL BUSINESS AT ANNUAL GENERAL MEETING TO BE HELD
ON WEDNESDAY, OCTOBER 28, 2026 AT 11.30 A.M. AT E-110, KHAYABAN-E-JINNAH, DEFENCE MORE,

LAHORE

Attention: Company Secretary designated email address: basharat.hashmi@fazalgroup.com Ph: +92 61
4781637 Fax No. +92 61 4541832 Website: www.fazalcloth.com
On Above email address of the Company Secretary at which duly filled ballot paper may be sent:

Name of shareholder/joint shareholders

Registered Address

Number of shares held and folio number

CNIC Number (copy to beattached)

Additional Information and enclosures (In case of representative
of body corporate, corporation and Federal Government.)

I/we hereby exercise my/our vote in respect of the following resolutions through postal ballot by conveying
my/our assent or dissent to the following resolution by placing tick (v) mark in the appropriate box below (delete

as appropriate);

June 30, 2027 and till the next Annual General Meeting, without
any limitation on the amounts to the transactions.”

"RESOLVED FURTHERTHAT the related party transaction shall be
placed before the shareholdersin the next Annual General Meeting
for their formal ratification/approval”.

“RESOLVED FURTHER THAT the Chief Executive, Chief Financial
Officer and Company Secretary be and are hereby singly
empowered and authorized to do all acts, matters, deeds and
things, take any or all necessary actions including signing and
execution of agreement(s) with the Related Parties after approval
of the transactions by the Chief Executive and to complete all legal
formalities including filing of documents as may be necessary or
incidental or expedient for the purpose of implementing the
aforesaid resolutions.”

Agenda item No.1 No of I/We I/We
“RESOLVED THAT the above related party transactions carried out ordinary assentto dissent to
by the Company during the year ended June 30, 2026 as detailed shares for the the

in note 46 to the audited financial statements be and are hereby which Resolutions | Resolutions
ratified, confirmed and approved”. votescast {For) (Against)
Agenda item No.2 No of I/We 1/We
“RESOLVEDTHAT the Chief Executive of the Company be and is ordinary assentto dissent to
hereby authorized to approve the transactions to be carried out shares for the the
with Related Parties as and when required in the ordinary course which Resolutions | Resolutions
of business at arm's length basis during the financial year ending votescast (FOR) [AGAINST)
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Nami of partios Ruolationship Transaction 2043 L
Rupees Fupoas
) Faotima Fertilizer Company Ltd Common Diectorshipand .28 %Dividend mcoma 414 684,186 483,798.217
(025 8.20% ) shrreholkting Raimbursable gxpenses 382,337 288,783
Payments against ekpensas 406,140 Jz2.830
Sala of goode and sanvioes - 338,900
1] Fatima Energy Limited Sponsg ( Assaciated Pumchnse of alactncity 6,283 832,933 5.766.813.866
Payment against purghase of goods - net 6,382,195 542 6.853.231 508
] Rellance Weaving Mills Limited Carmimish Derwelorabip Purthase of gobds 11,855,460 75,223,596
Saleof goods 441053 859 387 896,808
Payment against sxpenses 121,033 -
Recaipis agaist sala of goods - net 378,952,858 311,139.216
di Advmed Fine Textibe Mills Limited o T Iﬁsrm.lwulup Purchnse of goids and services 2,1686,791,206 29096414, 100
Sale of goods and sanices 13,887 378,407 14 323 084 155
Rocaipls against sale of goods and sarvices - nof 11,070,045,744 17,382 543 853
Paymanl againat oxpensay . 185,416
@) Fazal-ur-Rotman Foundation Comiman Direclormbipl Trustpes  Donsations 2175550 2,820,600
fl Pk Arab Energy Limited Commen Directomtep Mark-up scouad on lang thrm mdvance 3,316,154 4 356,107
51 Fazal Farm [Privats] Limited Comimon Diecliorship Purchiosn of goods 22.8944.911 21,465,628
Paygmant againgt purchase of goots - net 18,375,814 16, 522.400
1] Fatima Management Campany Lid Comman Chmctomnip Remmburmable expanges - 344 003
Payment against relmbursable sxpenses - 344,003
L] Huy Managomant Personnal Hey Management Persanne! Femwineration and athar Benelils 63,713,052 63,498 485

n Relative of director Spouss Lease rental pan 14,147,686 13861 533
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DIRECTOR
PROFILE

Sheikh Naseem Ahmed (Bachelor of Arts, Emerson College 1960) is a
distinguished industrialist and visionary business leader of Pakistan,
serving as the Chief Executive Officer and Director of the diversified Fazal
Group, which comprises Fazal Cloth Mills Limited, Ahmed Fine Textile Mills
Limited, Hussain Ginneries Limited, Zafar Nasir Oil Extraction Limited,
Rashid Brothers Associates (Private) Limited and Fazal Farms (Private)
Limited. Under his dynamic leadership over the past three decades, Fazal
Group has evolved into one of Pakistan's leading industrial conglomerates
with operations spanning the complete textile value chain, including
cotton ginning, spinning, weaving, towel manufacturing, and international
trading. The Group has also diversified successfully into agriculture and

livestock farming through Fazal Farms, which manages more than 1,000 Shelkh Naseem AhmEd

hectares of agricultural land equipped with modern irrigation systems .
along with a 1,000-head livestock program. Chalrman

Today, Fazal Cloth Mills Limited operates an extensive manufacturing setup comprising 275,724 spindles, 8,820
open-end rotors, 1,752 MVS spindles/rotors, 119 doubling machines, and 224 air-jet looms. Running at near full
capacity, the company produces approximately 138.35 million kilograms of yarn and 43.10 million meters of cloth
annually. Backed by a net revenue of Rs. 96.02 billion, the company continues to be a cornerstone of Pakistan's
textile industry sector while providing employment opportunities to more than 5600 people.

In addition to hisindustrial leadership, Sheikh Naseem Ahmed has made significant contributions to corporate social
responsibility (CSR) through the Fazal Group's structured welfare and development initiatives. Under his guidance,
the Group actively supports social welfare and community development through the Fazal Rehman Foundation,
which operates a 50-bed hospital providing free medical treatment to underprivileged and deserving patients. The
Group has also played an important role in strengthening Pakistan's healthcare infrastructure, including major
contributions towards the renovation of emergency wards at Nishtar Hospital and Ch. Pervaiz Ellahi Institute of
Cardiology. In addition, it has financed the expansion of the Angiography Laboratory at the cardiology institute,
enhancing critical cardiac care facilities in the region. Furthermore, the Group donated a three-storey reception and
recovery block adjacent to the central operation theatre of Nishtar Hospital, Multan, reflecting Sheikh Naseem
Ahmed's sustained commitment to healthcare development, philanthropy, and broader social responsibility
initiatives. Possesses over 50 years of rich professional experience, with a proven track record of leadership at Fazal
Cloth Mills Limited and other corporate entities.
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Rehman Naseem (B.A. in Economics, Columbia University, New York) is the
Chief Executive Officer and Director of the diversified Fazal Group, one of
Pakistan's leading vertically integrated industrial conglomerates,
comprising Fazal Cloth Mills Limited, Ahmed Fine Textile Mills Limited,
Hussain Ginneries Limited, Fazal Holding (Private) Limited and Fazal Farms
(Private) Limited. He returned to Pakistan in 1991 after completing his
education inthe United States and immediately joined the family business,
playing a key role in its modernization, strategic expansion, and
transformation into atechnology-drivenindustrial enterprise.

Lo 1 B B2 & 1

Equipped with machinery from global industry leaders such as Picanol,
Toyota, and Tsudakoma, Fazal Cloth Mills Limited maintains an extensive REHMAN NASEEM
production base of 275,724 spindles, 8,820 open-end rotors, 1,752 MVS .
spindles/rotors, 119 doubling machines, and 224 air-jet looms. CEO / DITECIOI'

Over the past three decades, Mr. Rehman Naseem has led Fazal Group's evolution into a fully integrated textile
powerhouse with operations spanning cotton ginning, spinning, weaving, towel manufacturing, garment
development, and global trading. Under his leadership, the Group has also diversified into agriculture and livestock
through Fazal Farms, which manages more than 1,000 hectares of agricultural land equipped with modern irrigation
systems and a 1,000-head livestock program. The Fazal Group also maintains a rapidly expanding terry towel division
and produces approximately 168,000 tons of yarn and 156 million meters of woven fabric annually. With exports of
Rs. 34 billion and a consolidated turnover of Rs. 138 billion (FY 2024-25), the Group stands as a major contributor to
Pakistan's textile industry, employing more than 13,000 individuals.

Mr. Rehman's strategic focus remains on modernization, value addition, sustainability, and export-led growth. He is
currently spearheading key investment initiatives including the expansion of the production capacity and products,
establishment of a new plants to enter technical and performance textiles, development of high-value
manufacturing to consumer end capabilities, and a new solar power projects to strengthen the Group's renewable
energy footprint.

In addition to his corporate leadership, Mr. Rehman Naseem has held several prominent public-sector governance
positions. These include Member Board of Directors of Mukhtar A. Sheikh Hospital (since December 2010), Member
Syndicate of Nishtar Medical University, Chairman Board of Directors of Ch. Pervaiz Ellahi Institute of Cardiology
(February 2017 to February 2021), Director of Quaid-e-Azam Solar Power Company (January 2014 to July 2018),
Director of Punjab Thermal Power Company (June 2017 to July 2018), Director of Punjab Industrial Estates
Development Company (March 2010 to May 2016), and Director of Multan Electric Power Company (April 2011 to
May 2016). His extensive governance experience reflects his broader commitment to healthcare, industrial
development, energy sector reforms, and sustainable economic growth in Pakistan. Possesses over three decades of
rich professional experience, with a proven track record of leadership at Fazal Cloth Mills Limited and other
corporate entities.
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Amir Naseem Sheikh (B.A., Government College, Multan) is a Director of
the diversified Fazal Group, a leading Pakistani business conglomerate with
interests across textiles, trading, manufacturing, and investments. The
Group comprises Fazal Cloth Mills Limited, Ahmed Fine Textile Mills
Limited, Hussain Ginneries Limited, Zafar Nasir Qil Extraction Limited, and
Rashid Brothers Associates (Private) Limited, and has built a strong
reputation for its long-standing contribution to Pakistan's industrial and
export sectors.

He has been associated with Fazal Cloth Mills Limited in a leadership
capacity, contributing significantly to its governance and strategic growth ' '
across the textile sector. Operating with its core manufacturing base in and Amlr Naseem Shelkh
around Multan and Muzaffargarh, the company has achieved substantial .

scale over recent years registering a robust turnover crossing Dlrecmr

Rs. 96 billion backed by strong export and domestic channels. As a key entity of the Fazal Group (operational since
1936), the company remains a vital economic anchor and major regional employer, providing livelihoods to
thousands of individuals.

Beyond his corporate responsibilities, Amir Naseem Sheikh has held several prominent public and social sector
positions. He is a Member of the Board of Directors of MEPCO, Chairman of the Board of Directors of Multan Arts
Council, and formerly served as Chairman of the Chamber of Commerce and Industry, Dera Ghazi Khan (2007-08).
He also serves as Trustee of the Citizen Police Liaison Committee, Muzaffargarh, and the Fazal Rehman Charitable
Trust and Mukhtar A. Sheikh Welfare Trust. In addition, he is a Member of the Board of Governors of SOS Children's
Village, Multan, and Al Noor Special Children School, Multan, reflecting his continued engagement in social welfare,
education, and community development. Possesses over three decades of rich professional experience, with a
proven track record of leadership at Fazal Cloth Mills Limited and other corporate entities.
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Mr. Faisal Ahmed Mukhtar is a distinguished corporate leader and law
graduate with over 27 years of extensive experience spanning corporate
governance, strategic industrial management, and public administration.
He plays a pivotal leadership role across prominent corporate networks,
including Director in Fazal Cloth Milss and key entities associated with the
Fatima Group and the broader industrial legacy of the Mukhtar family.

He is currently serving as the Chief Executive Officer of Reliance Weaving
Mills Limited, Fatima Sugar Mills Limited, Farrukh Trading Company
Limited, and Fatima Holding Limited. He is also a member of the Board of

Directors of Fatimafert Limited, Pakarab Fertilizers Limited, Fatima Cement .

Limited, Fazal Cloth Mills Limited, Fatima Electric Company Limited, Falsal AhmEd MUkhtar
Pakarab Energy Limited, Fatima Fibres Limited, Reliance Fabrics Limited,

Reliance Commodities (Private) Limited and Air One (Private) Limited. Dlrecmr

Beyond his corporate achievements, Mr. Faisal mukhtar has maintained a distinguished record of public service and
regional leadership, notably serving as the City District Nazim (Mayor) of Multan and has contributed extensively
through institutional roles towards welfare and community development initiatives in the region.

His extensive institutional leadership includes serving as member of Provincial Finance Commission (Punjab), the
Steering Committee for the Southern Punjab Development Project, and the Decentralization Support Program,
complemented by his executive roles as Chairman of the Multan Development Authority and a member of the
Syndicate at Bahauddin Zakariya University, Multan.

Combining deep-rooted industrial stewardship across the Fazal Cloth Mills and Fatima Group with a legacy of public
welfare, Mr. Faisal continues to drive sustainable corporate expansion, infrastructure growth, and community
development across southern Punjab and Pakistan.
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Abbas Mukhtar serves as Director of several companies within Fatima
Group also, which is one of Pakistan's leading diversified business groups
with strategicinterests in fertilizers, textiles, sugar, energy, trading, mining,
cement, technology, and allied sectors. After completing his bachelor's
degree from the University of Pennsylvania, he joined the family business
and became actively involved in strategic management, corporate
development, and long-term growth initiatives of both the Fatima Group
and Fazal Group businesses.

Mr. Abbas Mukhtar is the Director of Fazal Cloth Mills Ltd and also serves as
Chief Executive Officer of Fatima Packaging Limited and Fatima AG
Solutions Limited. In addition, he holds directorships in several prominent Abbas Mukhtar
group companies, including Reliance Weaving Mills Limited, Fazal Cloth
Mills Limited, Fatima Sugar Mills Limited, Fatima Trading Company '
(Private) Limited, OSOL Tech (Private) Limited, SmartTech Semiconductors Dlrecmr
(Private) Limited, and Grand Exploration & Mining Company (Private)

Limited.

Within the Group, Abbas Mukhtar oversees strategic planning and business development initiatives, particularly
relating to the fertilizer sector, including the operations, expansion, and growth strategies of Fatima Fertilizer
Company Limited, one of Pakistan's leading fertilizer manufacturers playing a vital role in strengthening the
country's agricultural economy. Alongside his association with Fazal Cloth Mills Limited, he is also closely involved in
the strategic direction and development of Fatima Cement Limited, supporting the Group's expansion into the
construction and infrastructure sector in line with Pakistan's industrial and economic development needs. Through
his leadership and strategic vision, he contributes towards operational excellence, innovation, sustainability, and
long-term value creation across the Group's diversified business portfolio.

As part of the senior leadership of Fatima Group, Abbas Mukhtar is also deeply committed to social responsibility
and community welfare initiatives undertaken by the Group. He actively supports philanthropic and social
development programs focused on healthcare, education, and community uplift. The Group has made significant
contributions towards improving healthcare facilities, promoting educational opportunities, and supporting welfare
projects aimed at enhancing the quality of life for underserved communities. His involvement reflects the Group's
broader commitment towards sustainable and inclusive development beyond commercial success.

In addition to his corporate and social welfare responsibilities, Abbas Mukhtar is widely recognized for his keen
interest in the promotion and development of sports in Pakistan. He strongly believes in the positive role of sportsin
fostering a healthier, more disciplined, and progressive society. Through various initiatives and ventures, he
continues to encourage youth participation in sports and supports efforts aimed at the growth and promotion of
sporting activities across the country. His contributions are aligned with his vision of building a healthier, happier,
and more socially engaged society through sports and community development. Possesses over 12 years of rich
professional experience, with a proven track record of leadership at Fazal Cloth Mills Limited and other corporate
entities.
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Mr. Muhammad Mukhtar Sheikh is a prominent businessman and
entrepreneur belonging to one of Pakistan's leading industrial business
families with diversified interests in fertilizers, textiles, sugar, energy, and
related sectors. He holds a Bechler degree in Entrepreneurship and
Strategic Management from Babson College, one of the world's renowned
institutions for entrepreneurship and business education. His academic
background has provided him with strong expertise in strategic leadership,

business development, innovation, and corporate management. !

He is associated with the renowned Fatima Group, one of Pakistan's major \“ .Il
industrial conglomerates with diversified operations across fertilizers, ’

textiles, sugar, energy, trading, and other manufacturing sectors. Fatima IVI. Mukhlar She"(h
Group is widely recognized for its strong corporate governance practices,

industrial growth, export-oriented operations, and significant contribution Director
to Pakistan's economy.

The Group operates some of the country's leading industrial enterprises, including fertilizer manufacturing
companies, textile mills, sugar mills, and power generation projects. Through its diversified business portfolio, the
Group plays an important role in agriculture, industrial development, employment generation, and export earnings
of Pakistan.

Mr. Muhammad Mukhtar Sheikh serves as Director of Reliance Weaving Mills Limited, Fazal Cloth Mills Limited, and
Fatima Sugar Mills Limited. His involvement in these organizations reflects extensive exposure to textile
manufacturing, export operations, industrial management, strategic planning, and corporate governance.
Particularly in the textile sector, his experience includes oversight of textile manufacturing operations, strategic
business planning, production management, export-oriented operations, financial supervision, and
implementation of modern management practices. His association with leading textile companies has enabled him
to gain practical understanding of spinning, weaving, textile exports, operational efficiency, cost competitiveness,
supply chain management, and market expansion strategies. Such experience is highly valuable in Pakistan's textile
industry, which operates in a competitive global environment requiring continuous innovation, quality control,
financial discipline, and operational excellence.

In addition to his corporate responsibilities, he is actively involved in various social welfare and community
development initiatives undertaken by the Group. He contributes to organizations including the Mukhtar A. Sheikh
Welfare Trust, Mukhtar A. Sheikh Hospital, Fatima Fertilizer Trust, Welfare Hospital, and the Fatima Fertilizer
Education Society and School. Through these initiatives, he supports healthcare, education, and social welfare
programs aimed atimproving the quality of life for underprivileged communities.

Mr. Muhammad Mukhtar Sheikh has been affiliated with Fazal Cloth Mills Limited since May 30, 2020. His diversified
business exposure, strategic management capabilities, industrial leadership, and commitment to social
responsibility make him an important contributor to the governance and growth of the organizations with which he
is associated. Possesses less than five years of rich professional experience, with a proven track record of leadership
at Fazal Cloth Mills Limited and other corporate entities.
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Mr. Masood Karim Shaikh is a Fellow Chartered Accountant (FCA) with
over 30 years of distinguished senior-level experience spanning Pakistan's
financial and corporate sectors. Having retired as a Senior Executive Vice
President (SEVP) and key group chief from the National Bank of Pakistan.
He was managing their international operationsin 18 countries in Far East,
Central Asia, Middle East, Europe and Americas. In his previous assignment
with National Bank of Pakistan, he held key executive responsibilities as
CFO and Group Chief Corporate & Investment Banking. He has also worked
with Dubai Islamic Bank Pakistan as Country Head Corporate & Investment |
Banking. His other previous assignments were with Emirates Bank 5
International, Mashreq Bank and MCB Bank in various positions as CFO, ' .
Head of Treasury and Head of Card Division. At KASB Bank, he held the MaSOOd Karlm ShEIkh
position of COO. He has served on Boards of following financial institutions .

and Corporations: United National Bank plc. UK (UBL UK), Siemens Independem Dlrecmr
Pakistan, National Fullerton Asset Management Fund (Chairman, NAFA),

Atlas Power, Taurus Securities and Maple Leaf Cement. Presently, he is

working as an independent Financial & Management Consultant.

CurrentBoard Positions:
Fauji Oil Terminal Company (FOTCO)
Fauji Trans Terminal Limited
Lucky Cement Limited
Fazal Cloth Mills Limited
Child LIFE care Foundation
UBLinsurers Ltd
Heis a certified Director from Pakistan Institute of Corporate Governance-PIC
Possesses over 30 years of rich professional experience, with a proven track record of leadership at Fazal Cloth Mills
Limited and other corporate entities.
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Ms. Parveen Akhtar Malik Holds master degree in Economics from Quaid-
e-Azam university Islamabad, completed MBA courses from American
Management Association in business and finance, strategic planning,
budgeting, Marketing, human Resource Management and Leadership
skills. Participated in seminars/ conferences at national and international
level on investment and development banking, compliance, privatization,
capital markets and diversified areas of banking and finance. Served Saudi
Pak investment company Ltd for about 37 years in various capacities and
has been member of its key management committees. Having Served as - o
executive vice president of Saudi Pak investment company Ltd, has also

been chief executive of its two subscribers i-e Saudi Pak real estate Ltd and PARVEEN AKHTER MALIK
Saudi Pak insurance company Ltd. Was awarded country level Women .

Excellence Award " woman banker of the year 2007 " by triple E Karachi. |ndepend8nl DII‘BCiOr

[}

Has been nominee/ independent director on boards of several quoted and unquoted companies. Among others,
quoted companies include Nimir industrial chemicals Ltd, prosperity weaving Mills Ltd, Fazal cloth Mills Ltd, Apna
micro finance bank Ltd, Golden Arrow stock funds Ltd, Saudi Pak commercial bank Ltd renamed silk bank and now
merged into UBL. Represented Saudi Pak on the boards of several unquoted companies. Possesses over 30 years of
rich professional experience, with a proven track record of leadership at Fazal Cloth Mills Limited and other
corporate entities.
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Prof. Dr. Muhammad Shaukat Malik holds an MBA, a Post Graduate
Diploma in Systems Analysis from Institute of Business Administration, a
PhD in Business Administration through collaboration with the University
of Strathclyde a distinguished academician, researcher, and administrator
with over 30 years of experience. He currently serves as Pro Vice-
Chancellor of TIMES University Multan and has held key leadership
positions at Bahauddin Zakariya University, Emerson University Multan,
and University of Layyah.

Apart from his distinguished academic career, he possesses extensive
experience in corporate governance, publicadministration, and the textile
industry. He has served as a Member of the Board of Directors of Fatima Muhammad ShaUkat
Group, one of Pakistan's leading diversified business groups operating in
fertilizers, textiles, energy, sugar, and trading sectors, where he gained

strategic exposure in corporate governance, financial oversight, Independem Dlrector

policyformulation, risk management, and long-term business planning.

He also has practical industrial experience in the textile sector through his role as Manager Finance at Mahmood
Textile Mills Ltd., where he was actively involved in budgeting, financial management, cost control, working capital
management, financial reporting, and operational finance functions related to textile manufacturing and export
operations.

He also served as Advisor to the Punjab Public Service Commission, where he contributed to institutional
governance, policy advisory, administrative oversight, and merit-based evaluation systems. This experience
enhanced his understanding of organizational management, transparency, accountability, and regulatory
compliance.

His academic excellence has been recognized through several awards, including the Emerald Literati Award (UK) and
the Higher Education Commission (HEC) Best Paper Award in 2018. Prof. Malik has also actively participated in
numerous international and national conferences organized by institutions such as Oxford University, HEC Pakistan,
andinternational academic forums.

Heis also a Certified Corporate Director from Institute of Chartered Accountants of Pakistan. Possesses over 35 years
of rich professional experience, with a proven track record of leadership at Fazal Cloth Mills Limited and other
corporate entities.
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Holding a Master of Business Administration (MBA) from Concordia
University, Canada, and a Bachelor of Arts (BA) from McGill University,
Canada, he provides strategic leadership and oversight for the diversified
business operations of Fazal Group, which comprises Ahmed Fine Textile
Mills Ltd., Ahmed Fine Textile Mills Ltd., Hussain Ginneries Ltd., Fazal
Holding (Private) Limited, and Fazal Farms (Private) Limited. Established in
1936, Fazal Group is one of Pakistan's oldest and most respected business
conglomerates, with diversified interests in textiles, trading, investments, ]
and agriculture. Beyond its business achievements, the Group remains 4

firmly committed to corporate social responsibility through substantial

investments in healthcare and education. Under the Fazal Rehman ABDULLAH AMIR
Foundation, it operates a 50-bed charitable hospital that provides free ' .
medical services to deserving communities and has significantly Dlreclor Pmduc“on
contributed to the healthcare sector by renovating the emergency wards.

The emergency wards are of Nishtar Hospital, Multan and the Chaudhry Pervaiz Elahi Institute of Cardiology (CPEIC),
financing the expansion of the Angiography Laboratory at CPEIC, and donating a three-storey Reception and
Recovery Block adjacent to the Central Operation Theatre at Nishtar Hospital. The Group has also partnered with the
CARE Foundation to provide quality education to nearly 500 underprivileged children by donating the land and
building for the CARE Model School and continuing to fund its monthly operating expenses, reflecting its enduring
commitment to community development and social uplift. Possesses over 10 years of rich professional experience,
with a proven track record of leadership at Fazal Cloth Mills Limited and other corporate entities.
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Holding a Bachelor of Science (BSc) degree from the University of Toronto,
Canada, he serves as Director Marketing of Fazal Group, where he is
responsible for formulating and implementing the Group's marketing
strategies, strengthening customer relationships, and driving business
growth across its diversified operations. The Group comprises Fazal Cloth
Mills Ltd., Ahmed Fine Textile Mills Ltd., Fazal Rehman Fabrics Ltd., Hussain
Ginneries Ltd., Zafar Nasir Oil

Extraction Ltd., Amir Fine Exports (Private) Limited, and Rashid Brothers
Associates (Private) Limited. Established in 1936, Fazal Group is one of
Pakistan's leading business conglomerates with diversified interests in
textiles, edible oil, trading, and investments. During the financial year
2023-24, the Group achieved a turnover of approximately Rs. 144 billion,
including export sales of Rs. 63 billion, reflecting a 24% year-on-year . .
increase in revenue, while providing employment to approximately 12,500 Dlrecmr Marke“ng
people across its manufacturing facilities located in and around Multan.

Yousaf Amir

In addition to its business achievements, the Group remains firmly committed to corporate social responsibility
through sustained investments in healthcare and education. Under the Fazal Rehman Foundation, it operates a 50-
bed charitable hospital providing free medical services to deserving communities and has made significant
contributions to the healthcare sector by renovating the emergency wards of Nishtar Hospital, Multan and the
Chaudhry Pervaiz Elahi Institute of Cardiology (CPEIC), financing the expansion of the Angiography Laboratory at
CPEIC, and donating a three-storey Reception and Recovery Block adjacent to the Central Operation Theatre at
Nishtar Hospital. The Group has also partnered with the CARE Foundation to provide quality education to
approximately 500 underprivileged children by donating the land and building for the CARE Model School at
Qadirpur Rawan, Multan, while continuing to finance its monthly operating expenses. Furthermore, in collaboration
with the Local Government and the Progressive Education Network (PEN), Fazal Group is leading the renovation and
operation of the historic Ali-Garh Model School in Gol Bagh, Multan by supporting the recruitment and training of
teaching and non-teaching staff, upgrading school infrastructure, and ensuring the availability of modern
educational facilities, reflecting the Group's enduring commitment to community development and social progress.
Possesses over 10 years of rich professional experience, with a proven track record of leadership at Fazal Cloth Mills
Limited and other corporate entities.




T:;EME‘- Fazal Cloth Mills Limited ANNUAL REPORT 2026
I )

Management
Profile

Mr. Amin Rehman holds a Bachelor of Science in Business Administration
(BBA), majoring in Finance, from the University of Southern California's
Marshall School of Business, where he earned Dean's List recognition for
academic excellence, He joined Fazal Group as a Director Finance in
January 2025. He currently oversees the Group's spinning operations and
leads strategic expansion initiatives, focusing on operational excellence,
modernization, and sustainable growth. Under his leadership, the spinning
division has undertaken modernization programs, strengthened High
Volume Instrument (HVI)-based cotton management practices, and
enhanced production efficiency through data-driven yield optimization. }

Heis also spearheading the Group's diversification into higher-value textile AIV"N REHMAN
products and adjacent industrial sectors while working closely with the
executive leadership on project evaluation, capital allocation, . .
international partnerships, and long-term growth strategy. Dlrecmr Fmance

Prior to joining Fazal Cloth full-time, he gained valuable international experience in investment management,
banking, and technology-driven businesses. At Vantage Point Asset Management, Singapore, he conducted
valuation modelling, sector analysis, and macroeconomic research for global equity investments. He also worked
with Deutsche Bank Wealth Management, New York, supporting Chief Investment Office (ClO)-level portfolio
analysis for ultra-high-net-worth clients and assisting in the development of diversified investment strategies. Earlier
in his career, he contributed to the development of a feasibility and valuation model for a new towel manufacturing
project at Fazal Cloth Mills Ltd. and gained experience with Finja and Airlift in SME lending analytics, digital
procurement, and operational efficiency initiatives. As a Director of Fazal Group, which comprises Ahmed Fine
Textile Mills Ltd., Ahmed Fine Textile Mills Ltd., Hussain Ginneries Ltd., Fazal Holding (Private) Limited, and Fazal
Farms (Private) Limited, he plays an instrumental role in strengthening the Group's competitive position through
innovation, technology adoption, and strategic business expansion while contributing to its long-term sustainable
growth. Possesses less than five years of rich professional experience, with a proven track record of leadership at
Fazal Cloth Mills Limited and other corporate entities.
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Mr. Muhammad Azam as Chief Financial Officer at Fazal Cloth Mills Limited
is responsible for steering the financial strategy and operational efficiency
of the organization. He is responsible for managing financial risks, ensuring
accurate financial reporting, and overseeing budgeting and forecasting
processes. In the textile industry, where market dynamics and raw material
costs can fluctuate significantly, the CFO also plays a key role in cost control
and supply chain management. Additionally, the CFO helps guide
investment decisions, supports strategic planning for expansion or
diversification, and ensures compliance with financial regulations. By
providing insights into financial performance and operational metrics, the
CFO enablesinformed decision-making that drives sustainable growth and
profitability.He is CA qualified and completed his article from ShineWing
Hameed Chaudhri & Co. Chartered Accountant. During articles ship he
served in various national and international companies in Pakistan and
central Asia etc. His experiences in these companies have equipped with a
well-rounded skill set and a strong understanding of Textile Industry, which

prepare him for future challenges and opportunities. Chief Financial Officer (CFU)

Mr. Basharat Hashmi serving as Company Secretary in Fazal Cloth Mills
Limited from. He is responsible for ensuring that a company operates
within legal and regulatory frameworks while upholding corporate
governance standards. As a key advisor to the board of directors, he is
responsible for managing board meetings, maintaining accurate records of
minutes, and ensuring compliance with statutory requirements. He
facilitates effective communication between the board, management, and
shareholders, and help to ensure that decisions are made in accordance
with corporate policies and best practices.

He holds Master Degrees in Business Administration & Economics along
with post-graduation degree in Law (LLB) having vast experience of more
than 25 years in dealing with Central Depository Company (CDC),
Securities and Exchange Commission of Pakistan (SECP) and Pakistan Stock
Exchange, (PSX) for Shares and Corporate affairs of Listed, Non-Listed &
other companies. Before joining Fazal Cloth Mills he remained affiliated
with Al-Azhar Textile Mills Limited and Fatima Group and Sadaqat Limited.

Basharat Hashmi

Company Secretary




T:;EME‘- Fazal Cloth Mills Limited ANNUAL REPORT 2026
I )

Management
Profile

Mr. Ejaz Hussain brings over 15 years of distinguished financial
leadership, combining his credentials as a Fellow Chartered Accountant
(FCA) of ICAP with deep expertise in corporate governance and strategic
finance. Having built a strong foundation in statutory auditing and
financial management across prominent industrial organizations, he
joined Fazal Cloth Mills in October 2012 and assumed his current
leadership role in March 2021. Reporting directly to the higher
management including CFO, Mr. Hussain leads a high-performing
accountsteam of over 50 professionals, steering rigorous IFRS-compliant
reporting, budgeting, treasury management, taxation, and internal
controls. A pivotal driver of the company's continuous growth and
modernization, he has successfully spearheaded major digital
transformations including the Oracle R12 rollout, directed critical
feasibility studies for expansion and BMR projects, and engineered
targeted cost-optimization strategies that safeguard Fazal Cloth Mills'
long-term financial resilience and marketleadership.

Ejaz Hussain

(General Manager — Accounts)

Accomplished financial leader with over 24 years of combined experience
spanning Big Four professional services and executive industry leadership.
Features a robust six-year background with Deloitte Touche Tohmatsu
across Pakistan, the UAE, and KSA, complemented by 18 years as Head of
Internal Audit in the textile sector. Holds Certified Business Accountant
from Institute of Chartered Accountants of Pakistan and Fellow Member of
Professional Body of Accountants (PIPFA), a Master’s in Economics, a
Bachelor of Commerce, and prestigious professional accounting
credentials, bringing deep expertise in corporate governance, internal
controls, risk management, and financial compliance. Mr. Abdul Saboor is
working with Fazal Cloth Mills Ltd. from 2024.

Abdul Saboor

Head of Internal Audit
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Mr. Irshad Ali Sindhu graduate of the National University of Singapore
(NUS) and a Certified Human Resource Professional (CHRP), He brings over
two decades of transformative leadership in human resource
management, organizational development, and strategic administration
across leading industrial sectors. Reporting directly to the Board of
Directors at Fazal Group, he oversees comprehensive HR systems, labor
relations, and stringent social compliance to align human capital with the
company's long-term vision of growth and excellence. A recognized
industry expert and mentor actively engaged with prominent academic
andtrade councils—including the FPCCland NTU—Mr. Sindhu is dedicated
to fostering an inclusive, high-performance, and ethical work environment
that empowers Fazal Cloth Mills' dynamic workforce.

(General Manager —
HR & Support Services)

Serving as General Manager — Marketing & Sales at Fazal Cloth Mills
Limited, Muhammad Tayyab is a seasoned textile industry executive with
over 23 years of distinguished experience in international marketing,
business development, and commercial strategy. Since joining the
organization in 2023, Mr. Tayyab has been instrumental in accelerating
company growth, strengthening high-value client partnerships, and
opening new market avenues across the Fashion, Workwear, and Fabric
segments. Holding an MBA in Marketing, his strategic oversight of global
sales channels, customer relationship management, and product
positionings continues to bolster revenue generation and reinforce Fazal
Cloth’s positionasanindustryleader.

GM - Marketing & Sales
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Management
Profile

Mr. Aitzaz is a experienced textile professional with 24 years of spinning
industry, with top Pakistani Yarn Manufacturers. Graduated in BS (Hons) in
Textile Technology & Management From University of Management &
Technology (UMT), Lahore, Pakistan. Currently serving as GM — Sales —
Marketing & Compliances (Yarn Division) at Fazal Cloth Mills Limited
having long association off 22-years with this company. Specialized in Yarn
Sales and Marketing across both domestic and international markets, with
extensive experience in product development, customer development,
and market diversification. Brings strong knowledge of the yarn business,
customer requirements, market dynamics, commercial opportunities and
product diversification with a career focused on developing sustainable :
customer relationships and expanding market presence. Focused on oy
aligning yarn sales and marketing activities with evolving environmental, .

social, ethical, and customer compliance expectations, Familiar with the AllzaZ NaVEEd Ahsan
increasing role of sustainability and traceability in international textile .
markets and their importance in product development, customer GM = Sa|es/|V|arketlng

engagement, and market expansion. & COmp"aﬂCES (Yarn Division)
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Chairman's Review
FortheYear EndedJune 30, 2026
DearShareholders,

On behalf of the Board of Directors, | am pleased to present my review of the affairs of Fazal Cloth Mills Limited ("the Company"
or"FCML")for the financial year ended June 30, 2026, together with the audited financial statements for the year.

Operating Environment

The year under review continued to test the resilience of Pakistan's textile value chain. Producers operated against a backdrop of
elevated energy and financing costs, volatile raw material prices and a highly competitive export market, even as
macroeconomic conditions showed signs of gradual stabilization. Against this backdrop, your Company's performance for the
year reflects the benefit of a disciplined operating strategy, a diversified yarn and fabric product mix, and continued investment

inmodernizingits manufacturing base at Muzaffargarh and Multan.

Financial Performance

| am pleased to report that the Company delivered a significant improvement in its financial performance during FY2026. Net
revenue increased by 6.7% to Rs. 96,024 million (FY2025: Rs. 90,002 million), while gross profit grew by 16.2% to Rs. 8,946.2
million and profit from operations advanced by 18.2% to Rs. 8,151.1 million, strengthening the operating margin from 7.7% to
8.5%. Higher operational profitability, combined with a 3.4% reduction in finance costs to Rs. 5,110.6 million, drove an 89.3%
increase in profit before levies and income tax to Rs. 3,040 million (FY2025: Rs. 1,606 million). Profit after taxation surged by
311.0% to Rs. 1,573.1 million compared with Rs. 382.8 million in FY2025, lifting the net profit margin from 0.43% to 1.64% and
basicand diluted earnings per share fromRs. 12.76 to Rs. 52.44.

The Company's financial position and balance sheet strength also improved substantially over the year. Total assets expanded by
15.6% to Rs. 133,421.0 million, backed by a 34.1% growth in total equity to Rs. 75,677.3 million, while total liabilities declined by
2.2% to Rs. 57,743.7 million. Reduced financial leverage was reflected in the gearing ratio (debt to debt-plus-equity), which
eased from approximately 0.459 to 0.38, while liquidity strengthened as the current ratio rose from 1.35 to 1.61. Capital
expenditure was increased by 41.5% to Rs. 3,458.8 million to support ongoing growth, and net cash flow from operating
activities achieved a marked turnaround, generating a positive Rs. 9,667.3 million compared with an operating cash outflow of
Rs. 2,244.3 millioninthe previous year.

Asummary of the Company's key results is set out below.

- - 026 o 0 E =

Met Revenus 96,024.00 90,002.00 +6, 7%
Gross Profit 8,946.20 7,696.70 +16.2%
Praofit from Operations 2151 10 6,895 40 +18 204
Operating Margin (95) 8.50% 7. 708 +80 bps
Finance Costs 5.110.60 5,290.5 =3.40%
Profit Before Levies & Income Tax - 3,040.00 1,606.00 +89.3%
Profit After Taxation (PAT) 1.573.10 IR R +311.0%
NEer PFrofit Margin (26) 1.64% 0.43% +121 bpa
Earnings Per Share (Rs.) 52.44 12.76 +311.0%
Total Assets 133,421.00 115,453.80 +15:.6%
Total Equity 75,677.30 56,437.30 +34.1%
Total Li;i-:;iﬁ_t;es 5_7,7_'4;;0 _5_9._0_16.50 -T?.ZE
Current Ratio 1,61 1.35 +19.3%
Gearing Ratio (Debt / Debt i-Equiw}. 0.28 0.459 -17.20%
Capital Expenditure (CapEx) 3.458.8B0 2,444 .4 +41. 5%
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Effectiveness of the Board in Achieving the Company's Objectives
I am pleased to report that the Board of Directors of Fazal Cloth Mills Limited continued to play an effective and strategic
role in guiding the Company toward its long-term objectives. Throughout the year, the Board provided clear direction,
ensured strong oversight of management performance, and made timely decisions in response to market challenges and
economic uncertainties. The Board remained fully engaged in reviewing strategic priorities, monitoring financial
performance, overseeing risk management, and ensuring compliance with all applicable regulatory requirements.
Through regular meetings, transparent communication, and constructive deliberations, the Board effectively contributed
to maintaining operational stability, improving governance standards, and supporting sustainable business growth
aligned with the Company's mission and stakeholder expectations. Details of the number of Board and Committee
meetings held during the year, and Directors' attendance, are set out in the Directors' Report.

Chairman's Significant Commitments

The Chairman remains committed to steering Fazal Cloth Mills Limited with a clear strategic vision, strong governance
principles, and a long-term value-creation approach. His responsibilities continue to focus on providing strategic direction
to the Board, ensuring that the Company's objectives remain aligned with evolving market dynamics, and overseeing
management's performance to maintain operational excellence.

From a strategic standpoint, the Chairman is dedicated to strengthening the Company's competitive position by
supporting innovation, expanding global market reach, and enhancing efficiency across all operational levels, including
continued investmentin technology, automation, and product diversification.

In terms of financial commitments, the Chairman prioritizes prudent financial management, cost rationalization, and
maintaining a strong balance sheet, with a continued focus this year on strengthening cash flow management, improving
liquidity, reducing finance costs, and ensuring disciplined capital allocation to safeguard shareholder value.

On CSR and ESG, the Chairman reinforces the Company's commitment to community welfare, employee well-being and
social uplift initiatives, and to strengthening the Company's sustainability agenda through energy conservation,
renewable energy initiatives, waste reduction and responsible sourcing, alongside continued emphasis on strong
governance, transparency, accountability and regulatory compliance.

Board Statement on the Internal Control System, Structure, Processes, and Review of Adequacy

In compliance with the Companies Act, 2017 and the Listed Companies (Code of Corporate Governance) Regulations,
2019, the Board of Directors acknowledges its responsibility for establishing, maintaining, and continually evaluating a
sound, integrated internal control framework tailored to the size and complexity of the Company's operations. This is
structured through dedicated Board and Management Committees, an independent Internal Audit function reporting
directly to the Audit Committee, and standardized operational procedures across all business functions, encompassing
financial, operational, IT, and risk management controls. Following a review of internal audit reports, compliance matrices
and management assurances, the Board supported by the Audit Committee is satisfied with the design, adequacy and
operating effectiveness of the Company's internal control system, which provides reasonable (though not absolute)
assurance against material misstatement, inefficiency or unauthorized use of resources, while safeguarding the
Company's assets and supporting reliable financial reporting.

Dividend

Keeping in view the Company's solid financial performance, the Board of Directors is pleased to recommend a final cash
dividend of 150% (i.e., Rs. 15.00 per ordinary share of Rs. 10/- each) for the financial year ended June 30, 2026, for
approval by the members at the upcoming Annual General Meeting. This distribution reflects our continued commitment
to enhancing shareholder value while maintaining a strong financial base for future growth.




N

:};m{é Fazal Cloth Mills Limited ANNUAL REPORT 2026

./ )

Corporate Governance
The Board remains committed to the highest standards of corporate governance and to safeguarding the interests of all
stakeholders. The financial statements for the year have been prepared in accordance with the reporting standards
applicable in Pakistan, including IFRS Accounting Standards and Islamic Financial Accounting Standards as notified under
the Companies Act, 2017, and have been reviewed and recommended for approval by the Board. The Board continues to

oversee the Company's risk management framework, its internal control environment and its compliance obligations as a
company listed on the Pakistan Stock Exchange.

Acknowledgement

Onbehalf of the Board, | would like to express my sincere appreciation to our shareholders for their continued confidence,
to our customers and business partners for their support, and to our banks and financial institutions for their continued
cooperation. | would also like to place on record the Board's appreciation for the dedication and hard work of the
Company's management and workforce, whose efforts underpin the results reported this year

Outlook

The Board remains confident in the Company's underlying strengths — its established position in the yarn and fabric
business, its growing export footprint, and the ongoing modernization of its manufacturing facilities. While cost pressures
in the wider operating environment are expected to persist, the Board believes the Company is well positioned to build on
thisyear's performance and remains committed to pursuing sustainable, long-term value for all shareholders.

On behalf of the Board,

—

Sheikh Naseem Ahmed
Chairman
Multan
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CEO's Message

| am pleased to present my review of the operating and financial performance of Fazal Cloth Mills Limited for the
fiscal year ended June 30, 2026. This message outlines the key drivers of our performance, the strategic and
operational decisions taken during the year, and our strategic priorities as we move into the new financial year.
During FY2026, Fazal Cloth Mills delivered a strong recovery and notable operational progress despite a complex
macro environment. Strategic focus on efficiency, cost discipline, and targeted export growth allowed us to expand
profitability across all tiers.

Revenue and Margins

Net revenue grew by 6.7% to Rs. 96,023.7 million in FY2026, anchored by a 10.6% increase in export revenue to Rs.
16,386.4 million—highlighted by a 40.5% surge in export yarn sales—and steady local sales growth of 5.9% to Rs. 79,637.3
million. Strict cost control held cost of sales growth to just 5.8%, unlocking operational leverage that expanded gross
margin to 9.3% (Rs. 8,946.2 million) and operating margin to 8.5% (Rs. 8,151.1 million). Coupled with a 3.4% reduction in
finance costs to Rs. 5,110.6 million, Profit After Tax surged by 310.9% to Rs. 1,573.1 million, expanding net profit margin to
1.6% and delivering an Earnings Per Share of Rs. 52.44.

Balance Sheet and Cash Flow

Total assets rose 15.6% to Rs. 133,421.0 million. The main drivers were a Rs. 14,902.6 million revaluation surplus on
property, plant and equipment, capital expenditure of Rs. 3,458.8 million, and a Rs. 2,751.1 million fair value gain on
investments. Shareholders' equity increased 34.1% to Rs. 75,677.3 million, lifting break-up value to Rs. 2,522.58 per share
(2025: Rs. 1,881.24). Total liabilities fell 2.2% to Rs. 57,743.7 million, as short-term borrowings were cut by 30.6% to Rs.
16,342.0 million. Stock-in-trade came down 12.2%, while trade debts rose 24.2% to Rs. 15,240.4 million. The current ratio
improved to 1.61 (2025: 1.35) and debt-to-equity to 0.61x (2025: 0.83x). Operating activities generated a net inflow of Rs.
9,667.3 million, against an outflow of Rs. 2,244.3 million last year. This was driven by higher cash profit and a Rs. 4,097.5
million release from inventory. After capital expenditure of Rs. 3,458.8 million, free cash flow was Rs. 6,208.6 million. This
allowed net repayment of Rs. 7,286.0 million of short-term borrowings. New long-term financing and musharika of Rs.
10,847.2 million were raised to fund investment. Cash and cash equivalents improved by Rs. 631.4 million to a net position
of negative Rs. 1,464.0 million (2025: negative Rs. 2,095.4 million).

Our People

As of June 30, 2026, our workforce stood at 5,620 employees (2025: 6,048), with an average of 5,834 employees during
the year (2025: 6,293). Continuous investment in facility modernization and lean manufacturing drove productivity gains,
lifting revenue per average employee to Rs. 16.5 million (2025: Rs. 14.3 million). We remain deeply committed to the
health, workplace safety, skills development, and long-term retirement security of our workforce.

Looking Forward
Management remains focused on four core strategic pillars:
e Export Scaling: Expand export revenue share by leveraging enhanced yarn production capabilities in key global
markets.
e CapEx Execution: Finalize modernization across our Multan and Muzaffargarh facilities to boost unit energy
efficiency and product quality.
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e Financial Discipline: Preserve tight working-capital controls, expand cash reserves, and continuously optimize our
cost of capital.

» Risk Mitigation: Proactively manage raw-material procurement volatility and energy-market risk through dynamic
sourcing models.

Acknowledgement

| extend my sincere gratitude to the Board of Directors for their guidance and stewardship throughout the year. My deep
appreciation goes to our leadership team and employees across Fazal Cloth Mills, whose dedication and hard work made
these results possible.

Finally, | thank our valued customers, suppliers, banking partners, and shareholders for their continued trust and
partnership.

Ry

Rehman Naseem
Chief Executive Officer
Fazal Cloth Mills Limited
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Directors' Report

We are pleased to present the Directors' Report for Fazal Cloth Mills Limited for the financial year ended June 30, 2026.
This report provides a detailed analysis of the Company's financial performance, key initiatives, and outlook.

Macroeconomic Review of Pakistan's Economy and Regional Comparison

Pakistan's economy continued its transition from stabilization towards gradual recovery during FY2026. Macroeconomic
conditions improved compared with the preceding year, supported by prudent monetary and fiscal policies, improved
external-sector conditions, strengthening foreign exchange reserves and continued implementation of structural
reforms. Inflationary pressures moderated considerably compared with the exceptionally high levels experienced during
the preceding period, while economic activity and business confidence showed signs of improvement.

The manufacturing sector also recorded a broad-based recovery. According to the Pakistan Bureau of Statistics, Large-
Scale Manufacturing (LSM) output increased by 4.98% during July-June FY2026 compared with the preceding year.
Within the manufacturing sector, cotton yarn production increased by 1.0%, cotton cloth by 0.17% and garments by 5.49%
during the period. However, the textile sector recorded a 6.67% decline in the relevant textile production index,
highlighting the continued pressure on certain segments of the domestic textile manufacturing chain.

The external sector remained an important area of focus. Pakistan's total exports during FY2026 were provisionally
recorded at approximately US$30.14 billion, compared with US$32.04 billion in FY2025, representing a decline of 5.93%.
The performance of individual export categories remained mixed, with knitwear, readymade garments, bedwear, cotton
cloth, towels and cotton yarn continuing to constitute major export products.

Macroeconomic Environment Effect on Pakistan's Textile Sector

The macroeconomic environment continued to have a significant bearing on Pakistan's textile industry during FY2026,
with the period from July 1, 2025 to June 30, 2026 characterized by gradual macroeconomic stabilization alongside
persistent cost and competitiveness pressures. Despite the overall contraction in national exports, textile and apparel
products remained a cornerstone of Pakistan's export base and a major source of foreign-exchange earnings. Within the
manufacturing sector, Large-Scale Manufacturing recorded overall growth of 4.98% during FY2026; however, the textile
sector's production index declined by 6.67%, highlighting continued challenges relating to input costs, energy prices,
domestic raw-material availability and international competitiveness.

For textile manufacturers, energy availability and cost, interest rates, exchange-rate stability, cotton availability and raw-
material prices remained key determinants of operating performance and international competitiveness. Energy-
intensive spinning, weaving, processing and finishing operations remain particularly sensitive to electricity and gas tariffs,
making investments in renewable energy, energy efficiency, biomass and alternative energy sources increasingly
important for controlling production costs, enhancing operational resilience and reducing environmental impact. A more
stable interest-rate environment supports investment in modernization and capacity enhancement, while disciplined
working-capital management remains essential given the significant funding requirements associated with inventories,
receivables and export cycles. The availability, quality and cost of domestic cotton continue to influence the
competitiveness of Pakistan's vertically integrated textile value chain.

At the international level, Pakistani textile manufacturers continued to operate in a highly competitive environment,
particularly against India and Bangladesh, while international buyers increasingly emphasized product quality, value
addition, shorter lead times, traceability, sustainability, energy efficiency and responsible manufacturing practices. In this
environment, the Company's focus on value-added products, operational efficiency, product quality, energy security,
technological modernization and sustainability — including continued investment in solar energy, energy-efficient
equipment and manufacturing capacity — is aligned with the changing requirements of international markets.
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Regional Comparison
Pakistan's economic performance needs to be considered against the broader South Asian environment. The region
continues to benefit from comparatively strong economic growth, although individual countries face different
inflationary, fiscal and external-sector challenges. India continues to demonstrate stronger growth momentum,
supported by its large domestic market, diversified economy, expanding manufacturing base and strong services sector.
Bangladesh remains animportant regional comparator for Pakistan, particularly because of its export-oriented textile and
apparel industry.For Pakistan, the key challenge is to convert the recent period of macroeconomic stabilization into
sustained, private-sector-led economic growth. Improvements in fiscal management, foreign-exchange liquidity and
inflation provide a more stable foundation, but structural issues — including energy costs, productivity, investment,
taxation, public debt and export diversification — remainimportant constraints on long-term competitiveness.

Business Overview and Developments

Fazal Cloth Mills Limited (FCML), part of the Fazal Group, is principally engaged in the manufacture and sale of yarn and
fabric, with operations organised into two reportable segments Spinning and Weaving and manufacturing facilities at
Muzaffargarh, Khanpur Bagga and Multan. During the year ended June 30, 2026, the Company continued to consolidate
its operating base and strengthen its market position despite a challenging environment marked by volatile raw material
prices, elevated energy costs and competitive export markets.

Production remained at or near full capacity across both segments. Spinning capacity utilization rose to approximately
100.5% (2025:97.9%), with actual production increasing to 138.35 million kgs (20's count equivalent) from 135.05 million
kgs a year earlier, across an installed base of 275,724 spindles and 10,572 rotors/MVS spindles. Weaving capacity
utilization was approximately 92.7% (2025: 92.7%), with the Company's 224 looms producing 43.10 million metres of
cloth during the year. The Company also enhanced its export footprint, with combined direct and scheme-based (EFS)
export revenue rising 10.6% to Rs. 16,386.4 million (2025: Rs. 14,817.4 million), led by a 40.5% increase in export yarn
revenue, while local sales of yarn, fabric and by-products grew 5.9% to Rs. 79,637.3 million, together lifting net revenue by
6.7% to Rs. 96,023.7 million and reinforcing the Company's standing among Pakistan's leading composite spinning and
weaving exporters.

To support this growth, the Company expanded its capital investment programme, with capital expenditure rising by
41.5% to Rs. 3,458.8 million (2025: Rs. 2,444.2 million). The programme focused on two priorities: expanding solar
generation capacity, and modernizing and expanding production facilities at Muzaffargarh and Multan. It was funded
through a mix of internally generated cash flows and additional long-term financing and musharika facilities. Investment
in solar generation is expected to reduce the Company's reliance on grid and gas-based power generation, lower energy
costs over time and reduce its carbon footprint.

Overview of Financial Performance

The Company delivered a significant improvement in its financial performance during FY2026, despite a continuing
challenging operating environment. Net revenue increased by 6.7% to Rs. 96,024 million, compared with Rs. 90,002
million in FY2025. Gross profit increased by 16.2% to Rs. 8,946.2 million, and profit from operations increased by 18.2%
to Rs. 8,151.1 million, with the operating margin strengthening from 7.7% to 8.5%. Finance cost declined by 3.4% to Rs.
5,110.6 million. Profit before levies and income tax increased by 89.3% to Rs. 3,040 million, compared with Rs. 1,606
million in the previous year, while profit after taxation increased by 310.9% to Rs. 1,573.1 million, compared with Rs.
382.8 million in FY2025. Consequently, the net profit margin improved from 0.43% to 1.64%, and basic and diluted
earnings per shareincreased fromRs. 12.76 toRs. 52.44.
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The Company's financial position also strengthened during the year. Total assets increased by 15.6% to Rs. 133,421.0
million, while total equity grew by 34.1% to Rs. 75,677.3 million and total liabilities declined by 2.2% to Rs. 57,743.7
million. The current ratio improved from 1.35 to 1.61, and the gearing ratio (debt to debt-plus-equity) declined from
approximately 0.459 to 0.38, reflecting reduced financial leverage. Capital expenditure increased by 41.5% to Rs. 3,458.8
million, and net cash flow from operating activities turned positive at Rs. 9,667.3 million, compared with an operating cash
outflow of Rs. 2,244.3 millionin FY2025.

Principal Risks and Uncertainties Facing the Business

The Company's main risks during FY2026 were raw material price volatility, rising energy costs with gas supply
disruption, and interest rates. It managed these through forward cotton buying, expanding solar capacity to 46.6
MW, and reducing debt while moving to SBP fixed-rate financing. The Board also monitors operational, IT,
regulatory, legal, credit and exchange rate risks. None of these risks threatens the Company's solvency or liquidity. At
year end, the gearing ratio was 38.3% and the current ratio was 1.61x, both well within the limits set by the Board.

Election of Directors

In accordance with Section 159 of the Companies Act, 2017, the election of Directors of the Company was held on June 2,
2026. Following the election, the Board was reconstituted for the ensuing term of three years, bringing together a
balanced combination of experience, institutional knowledge and fresh perspectives. The Company acknowledges the
valuable contribution of Mr. Babar Ali, who completed his tenure after serving three consecutive terms as an Independent
Director. The Board places on record its appreciation for his dedicated service, guidance and contribution to the
governance and strategic direction of the Company. Dr. Muhammad Shaukat has been elected in his place as an
Independent Director, bringing fresh talent, expertise and a new perspective to the Board.

The newly constituted Board comprises:

Name ‘ Position

Sheikh Naseem Ahmed Chairman (Non-Executive)
Rehman Naseem CEO / Executive Director
Amir Naseem Non-Executive Director
Faisal Ahmed Non-Executive Director
Muhammad Mukhtar Shejkh Executive Director

Abbas Mukhtar Executive Director
Mascod Karim Sheikh Independent Director
Ms. Parveen Akhter Malik Independent Director

Dr. Muhammad Shaukat Independent Director

The reconstituted Board reflects the Company's continued commitment to effective corporate governance, diversity of
experience, sound oversight and the infusion of new talent to support the Company's strategic objectives and sustainable
growth.

Sy
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Assessment of Independent Directors' Status and Justification
The Board of Directors affirms that its Independent Directors, Ms. Parveen Akhter Malik, Mr. Masood Karim Sheikh and Dr.
Muhammad Shaukat fulfil all statutory eligibility criteria laid down under the Companies Act, 2017 and the Listed
Companies (Code of Corporate Governance) Regulations, 2019. Their presence on the Board is justified by their broad
technical expertise, deep corporate experience, and ability to offer impartial, objective oversight across strategic
decision-making processes. Each Independent Director has provided a formal declaration of independence, and the
Board is satisfied that they operate free from any interest, position or relationship that could materially influence or
compromise theirindependent judgment.

Reconstitution of Committees

Audit Committee

Following the election of Directors held on June 2, 2026, the Audit Committee was reconstituted with changes in its
membership to align its composition with the newly constituted Board and to further strengthen the Company's
governance and oversight framework. Ms. Parveen Akhter Malik and Mr. Amir Naseem continued as members of the
Audit Committee, while Dr. Muhammad Shaukat and Mr. Faisal Ahmed were inducted as new members, replacing Sheikh
Naseem Ahmed and Mr. Babar Ali, respectively. The reconstituted Audit Committee therefore comprises Ms. Parveen
Akhter Malik, Dr. Muhammad Shaukat, Mr. Faisal Ahmed and Mr. Amir Naseem.

HR & Remuneration Committee

Following the election of Directors held on June 2, 2026, the Human Resource & Remuneration (HR&R) Committee was
reconstituted with changes in its membership. Mr. Amir Naseem continued as a member of the Committee, while Dr.
Muhammad Shaukat and Mr. Abbas Mukhtar were inducted as new members, replacing Mr. Babar Ali and Mr. Faisal
Ahmed, respectively. Accordingly, the reconstituted HR&R Committee comprises Mr. Amir Naseem, Dr. Muhammad
Shaukat and Mr. Abbas Mukhtar.

Risk Management & Strategic Planning Committee

Following the election of Directors, the existing Strategic Planning Committee was renamed the 'Risk Management &
Strategic Planning Committee' to broaden its mandate. The Committee was reconstituted with the existing members Mr.
Rehman Naseem, Mr. Masood Karim Sheikh and Ms. Parveen Akhter Malik continuing as members, while Dr. Muhammad
Shaukat was inducted as an additional member.

Nomination Committee (newly constituted)

In compliance with the Listed Companies (Code of Corporate Governance) Regulations, 2019 (CCG 2019), the Company
has constituted a Nomination Committee comprising Mr. Sheikh Naseem Ahmed (Chairman), Mr. Rehman Naseem, Mr.
Faisal Ahmed and Mr. Muhammad Mukhtar Sheikh, entrusted with matters relating to Board composition, effectiveness,
succession planning and the nomination of candidates for the Board and its Committees.

Sustainability & ESG Committee (newly constituted)

In line with the Company's commitment to strengthening its sustainability and ESG framework, and in accordance with
applicable SECP requirements and IFRS Sustainability Disclosure Standards, the Company has constituted a Sustainability
& ESG Committee comprising Mr. Rehman Naseem, Mr. Masood Karim Sheikh, Ms. Parveen Akhter Malik and Dr.
Muhammad Shaukat, entrusted with overseeing the Company's sustainability strategy, ESG-related policies, risks,
opportunities, performance and disclosures, including matters relevant to IFRS S1 and IFRS S2.
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Composition of the Board and Board Committees; Meetings Held (July 1, 2025 to June 30, 2026)

. Board of Audit Stral:e.gic HRE&R Sustainability Nnmin.ation
Particulars : X Planning : & ESG Committee
Directors Committee ¥ Committes .
Committee Committes

No. of

- Nine Four Four Three Four Four
members
No. of

O Five Four Two One One One
meetings held

Attendance Details

Strategic

Audit Plannin HR &R Sustainability Nomination
Committee ) 8 Committes & ESG Committee
Committee
Sheikh
Naseem 5/5 4/4 NM N N 1
Ahmed
Aebprt) 5/5 NM 22 NM 1 1
Naseem
Amir Naseerr 5/5 af4 NM p MM NM
Faisal Ahmed 5/5 N MM 1 N 1
Babar Ali
(retired June 4/4 4/4 NM 1 ] N
2, 20286}
O, NM
Muhammad 1/1 NA MNA N 1
Shaukat
Masood Karim N
Sheikh 5/5 N 2/2 N 1
Parveen NI
Akhter Malik 3% 44 L ol A
Muhammad
Mukhtar 5/5 NM MM N NM 1
Sheikh
Abbas NI
M M MM
Mukhtar A3 N il e

Board Meetings Held Outside Pakistan
During the financial year ended June 30, 2026, no Board meeting of Fazal Cloth Mills Limited was held outside Pakistan.

Trading in Shares of the Company by Directors and Executives

During the financial year ended June 30, 2026, no Director or Executive of the Company traded in the shares of the
Company. However, Mr. Abbas Mukhtar (Director) acquired 141,719 shares of the Company from his father by way of gift.
The transfer was a bona fide gift between family members and did not involve any sale, purchase consideration,
negotiated price or trading transaction, and accordingly does not represent a market trade in the Company's shares.
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Pursuant to Rule 5.6.4 of the Rule Book of the Pakistan Stock Exchange Limited (PSX), the Board of Directors has approved
the threshold for categorizing employees of the Company, other than the Chief Executive Officer, Chief Operating Officer,
Chief Financial Officer, Head of Internal Audit and Company Secretary, as 'Executives' for the purpose of reporting
transactions in the shares of the Company. Employees at the level of Department Manager and above are classified as
'Executives' and are required to comply with all applicable disclosure and reporting requirements relating to transactions
inthe Company's shares.

Corporate Briefing Session (CBS) and Investor Discussions
In compliance with Pakistan Stock Exchange (PSX) regulations, Fazal Cloth Mills Limited, continuous stakeholder
collaboration is central to our decision-making framework. The Board has established an interactive mechanism to
maintain open communication, provide regular updates, and engage with shareholders and financial analysts on key
strategicinitiatives.
These interactive briefings allow management to present comprehensive updates regarding:

e Operational and financial performance

e Macroeconomic trends and sector-specific developments impacting the textile industry
Strategic initiatives and risk mitigation measures implemented under challenging economic conditions
Future growth prospects and expansion strategies
By actively soliciting investor input and addressing market concerns, FCML builds strong stakeholder confidence
and creates strategic alignment across its capital base.

Key Briefing Events:

CBS Held for FY 2025: A live virtual Corporate Briefing Session was conducted on November 13, 2025, with active
participation from shareholders, fund managers, and research analysts. Management presented an operational
overview of the Company's spinning units (276,300 spindles), 224 air-jet looms and 51.2 MW captive power plant,
together with the FY2025 financial results as reported in the Annual Report 2025 — net sales of Rs. 90,002 million and net
profit after tax of Rs. 117.14 million.

Duringtheinteractive session, management responded to a number of queries raised by participants:

Query raised Managament's response

Turnover contracted by 7.37% and gross margins were
squeezed to B.55%, mainly due to high energy tariffs
and sector-wide capacity constraints; finance costs,
howevaer, declined significantly by 36.72% following
interest rate easing.

Performance metrics: how did turnaver and margins
move during FY2025, and why?

The spinning division contributed Rs. 83,977 million in
sales at a 7.74% gross margin, while weaving generated
Rs. 13,957 million at an B.55% gross margin, supported
by Murata Vortex Spinning (MVS) technology and air-
|et operational efficiencies.

Segmental performance: how did the spinning and
weaving segments perform individually?

Management highlighted the Company's internal 51.2
MW captive power plant, used to manage grid power
cost spikes and gas supply uncertainty.

Energy risk: how is the Compary managing energy cost
and supply risk?

Management expressed optimism, citing local cotton
crop expectations of above 4.8 million bales, a lower
KIBOR environment (averaging 11.39% compared with
21.68% in FY2024), a flexible exchange rate supperting
export competitiveness, and an expected global
demand recovery lifting sector capacity utilization from
around 50% toward 75%.

© i

Outlook: what is management's outlook for the sector
and the Company?
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e Planned for FY 2026: The upcoming Corporate Briefing Session for the financial year ended June 30,
2026, is scheduled to take place after October 2026.

Corporate Governance and Compliance

The Directors are committed to ensuring that the Company operates in line with best governance practices and complies
with all statutory and regulatory requirements applicable to public limited companies in Pakistan. The Company is
compliant with the Listed Companies (Code of Corporate Governance) Regulations, 2019. The Board of Directors has duly
adopted the Code of Conduct and ensured its effective implementation. Integrity, transparency, and ethical conduct
remain central to the Company's governance philosophy.

Statement of Directors' Responsibilities
The Directors confirm compliance with the Corporate and Financial Reporting Framework of the Securities and
Exchange Commission of Pakistan (SECP) under the Code of Corporate Governance, and confirm that:

e The financial statements prepared by the management present fairly the Company's state of affairs, the
results of its operations, cash flows and changes in equity.

e Properbooks of account of the Company have been maintained.

e Appropriate accounting policies have been consistently applied in the preparation of the financial
statements, except for changes resulting from the initial application of standards, amendments or
interpretations, and accounting estimates are based onreasonable and prudent judgment.

e International Financial Reporting Standards, as applicable in Pakistan, have been followed in the
preparation of the financial statements, and any departures therefrom have been adequately disclosed.

e The system of internal control is sound in design and has been effectively implemented and monitored, and
there are no significant doubts concerning the Company's ability to continue as a going concern.

e Thereisnomaterial departure from the best practices of corporate governance.

Remuneration Policy for Non-Executive & Independent Directors

In accordance with the Company's Articles of Association, the Listed Companies (Code of Corporate Governance)
Regulations, 2019, and the Companies Act, 2017, the Board of Directors has approved a formal Remuneration Policy
for Directors and Key Management Personnel. No remuneration, salary, or perquisites other than meeting fee for
attending board meetings, have been paid to the Non-Executive Directors (including Independent Directors) of the
Company. Note 44.1 to the financial statements records aggregate meeting fees of Rs. 1.78 million paid to two non-
executive/independent directors during the year (2025: Rs. 1.47 million).

Executive Directors, including the Chief Executive Officer, receive fixed remuneration, performance-based
allowances, and perquisites in line with their service contracts as approved by the Board upon recommendation of
the Human Resource & Remuneration (HR&R) Committee. Detailed itemized disclosures regarding the total
remuneration, fee structure, and benefits paid to the Chief Executive Officer, Executive Directors, Non-Executive
Directors, and Key Executives during the financial year are presented in Note 44 to the Financial Statements.

Retention of External Board Fees by Executive Directors

In accordance with the Company's Remuneration Policy, Executive Directors serving as non-executive directors on
the boards of other companies are permitted to retain any director's fee, meeting attendance fee, or compensation
earned for such services, provided that such outside directorships are duly authorized by the Board of Directors and
do not pose a conflict of interest with the business operations of the Company.
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Compensation of Directors
The Company has a formal policy and transparent procedures for the remuneration of its directors in accordance
with the Companies Act, 2017. The policy also provides travel and daily allowance entitlements for Non-Executive
Directors for business-related travel. The remuneration, including the director fee for attending the Board or Board
Committee Meeting, paid to the Directors and Chief Executive Officer, is disclosed in Note 44 to the Financial
Statements.

Remuneration of CEO, Directors and Executive Officers

The remuneration paid to the Chief Executive Officer, Directors and Executive Officers of the Company during the
year was in accordance with Note 44.1 to the financial statements. The compensation package includes salaries,
allowances, perquisites and benefits as approved by the Board of Directors in line with the Company's remuneration
policy and applicable regulatory requirements. No additional fees, bonuses, or benefits were paid other than
meeting fee and those disclosed in the financial statements. The Company ensures that all remuneration practices
aretransparent, performance-based, and aligned with the long-term interests of shareholders.

Positions of the Chairman and Chief Executive Officer

The Company has clearly identified the roles and responsibilities of the CEO and Chairman, and both positions are
held by separate individuals in compliance with the Listed Companies (Code of Corporate Governance) Regulations,
2019.

Roles and Responsibilities of the Chairman

The Chairman is a non-executive director responsible for providing effective leadership and direction to the Board,
ensuring that the Board plays a substantial role in fulfilling its responsibilities, and reviewing the effectiveness of the
Board in achieving the Company's objectives. The Chairman sets agendas, signs the minutes of Board meetings,
presides at each AGM, acts as a liaison between management and the Board, coordinates with the Committees to
ensure their effective operation, manages conflicts of interest, and safeguards the interests of shareholders. He also
works closely with the Chief Executive Officer and supports management on majorissues.

Roles and Responsibilities of the Chief Executive Officer

The Chief Executive Officer is the executive director of the Board and is entrusted with managing the affairs of the
Company under all statutory obligations. He is responsible for the day-to-day management of the Company's affairs
and execution of long- and short-term plans to increase shareholder value, including overseeing business
operations, building a corporate culture and ethical working environment, implementing Board-approved policies
and strategies, monitoring financial results against plans and budgets, ensuring compliance with laws and
regulations, ensuring the effective functioning of the internal control system, and safeguarding the Company's
assets and resources.

Payments of Debts

In line with its commitment to the highest standards of business integrity and financial discipline, The Company
recognizes its responsibility to ensure the timely settlement of all financial obligations. During the year under review,
the Company remained fully compliant with its loan and debt repayment schedules, and no instances of default
were recorded.
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Furthermore, FCML ensured that all statutory obligations, including taxes, duties, and other applicable levies, were
discharged in full and within prescribed timelines. No statutory dues remained outstanding or overdue as at the
close of the financial year. These practices underscore the Company's prudent financial management, strong
internal controls, and its continued commitment to maintaining credibility and trust with lenders, regulatory
authorities, and other stakeholders.

Board Committees
The Board discharges its corporate governance oversight responsibilities through a structured framework of duly
constituted Board Committees, leveraging the collective expertise of Directors and senior management. In
compliance with the Code of Corporate Governance, the Company has constituted the following Committees to
supportthe Board in the effective discharge of its responsibilities:

e Audit Committee

e HumanResource & Remuneration (HR&R) Committee

e RiskManagement & Strategic Planning Committee

e Sustainability & ESG Committee

e Nomination Committee

Audit Committee

The Audit Committee operates as a key arm of the Board and forms an integral part of the Company's corporate
governance framework. The Committee comprises four members, with an Independent Director serving as
Chairman, ensuring objectivity and effective oversight. The Committee promotes transparency and accountability
by overseeing the Company's risk management framework, with particular focus on identifying and evaluating
strategic, financial, regulatory and compliance risks through a risk matrix that is reviewed and updated periodically.
The Committee meets on a quarterly basis and as and when required, and its primary responsibilities include
oversight of the financial reporting process, the external and internal audit functions, internal control systems, and
compliance with applicable laws and regulations. The internal audit function operates under a risk-based audit plan
covering, among other things, the review of significant legal matters that may impact the financial statements,
related party transactions (Note 46), and adherence to corporate governance best practices. Prior to submission to
the Board, the Audit Committee reviewed the Company's interim and annual financial statements, and all meetings
were held in accordance with the Committee's terms of reference, with minutes duly recorded and maintained.

Salient Features of the Board Audit Committee Terms of Reference

Comprises at least three Non-Executive Directors, with at least one Independent Director, chaired by an
Independent Director (who cannot be the Board Chairman), with at least one member possessing relevant financial
expertise.

The Company Secretary or Head of Internal Audit serves as Secretary; the Chief Financial Officer is barred from
holding thisrole.

Meets at least quarterly prior to financial statement approvals; holds annual closed-door sessions separately with
internal and external auditors (without management present); the Committee Chairman attends the AGM.

Reviews quarterly, half-yearly and annual financial statements, accounting policies and going-concern assumptions,
and ensures the second-quarter and annual accounts are initialed by the external auditors before Board approval.
Directs the internal audit function (the Head of Internal Audit reports functionally to the Committee), approves
internal audit plans, recommends the appointment/removal of the Head of Internal Audit, and monitors compliance
with the Code of Corporate Governance and whistleblowing mechanisms.
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Oversees external auditor selection, independence, fees, rotation and non-audit service approvals, and reviews
management letters and unresolved auditissues.
Reviews all related party transactions to ensure arm's-length pricing and policy compliance before Board approval.
Evaluates the risk management and internal control frameworks, assesses asset safeguarding, and monitors
sustainability-related risks and disclosures.
Has unrestricted access to Company data and personnel, may engage independent professional advice, and
conducts an annual self-review of its terms of reference.

Human Resource & Remuneration Committee

The Human Resource & Remuneration (HR & R) Committee of Fazal Cloth Mills Limited operates in accordance with
the terms of reference approved by the Board of Directors. The Committee comprises three members, with an
Independent Director serving as its Chairman, ensuring objective and effective oversight. The Committee meets at
least once annually, or more frequently as determined by the Chairman, and proper minutes of all meetings are duly
recorded and maintained in the Company's records.

Salient Features and Terms of Reference

e Ensurethatrobusthuman resource policies and procedures are in place, effectively implemented, and compliant
with applicable laws and regulations.

e Recommend to the Board a comprehensive policy framework for determining the remuneration of directors and
senior management.

e Review and advise on training, development, and succession planning for key positions, including the Chief
Executive Officer.

e Assessand recommend corporate objectives related to the Company's human resources strategy.

e Oversee human resource management for key executives, including selection, performance evaluation,
compensation, and retirement benefits for the Chief Executive Officer, Chief Financial Officer, Company
Secretary, and Head of Internal Audit.Conduct an annual formal evaluation of the Board's performance and its
committees, either directly or through anindependent external consultant.

e Review audit observations related to human resource management raised by internal and external auditors,
ensuring appropriate follow-up.Recommend for Board approval the Company's human resource strategy,
including key objectives, workforce planning, and implementation monitoring.

e Review and propose for Board approval new or revised salary structures, incentive plans, and related
remuneration frameworks.

e Review human resource development initiatives, organizational structure, Code of Conduct, and ethics policies,
and recommend significant changes to the Board as necessary.

Risk Management & Strategic Planning Committee

The Strategic Planning Committee of Fazal Cloth Mills Limited (FCML) assists the Board of Directors in defining and
overseeing the implementation of the Company's long-term strategic objectives. The Committee ensures that
business strategies are aligned with the Company's vision, mission, and risk appetite, while responding effectively to
evolving market conditions, industry trends, and stakeholder expectations. By leveraging the expertise of Board
members and senior management, the Committee provides guidance on resource allocation, capital investment,
expansion initiatives, and innovation priorities, enabling sustainable growth and value creation.
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Salient Features of the Terms of Reference
The Terms of Reference of the Risk Management & Strategic Planning Committee, approved by the Board, cover the
Company's enterprise risk management framework, strategic planning process, and business continuity oversight.
The salient features thereof, inter alia, include the following:
* Overseeing the Company's enterprise-wide risk management framework and ensuring that significant risks
areidentified, assessed, monitored and effectively managed.
e Reviewing and recommending the Company's Risk Management Policy, Enterprise Risk Management
Framework, risk appetite and risk tolerance levels for the Board's approval.
» Ensuring that risk considerations are integrated into the Company's strategic planning, investment decisions
and business operations.
« Reviewing and evaluating the Company's long-term strategic direction, business plans, growth initiatives and
key strategic objectives, and monitoringimplementation and performance against approved plans.
e Reviewing the annual budget and monitoring actual performance against budgeted figures, including
significant variances and management's corrective measures, on a bi-annual basis.
» Assessing emerging risks and opportunities, including market developments, technological changes and
sustainability considerations, that may impact the Company's business and strategic objectives.
« Reviewing exposure to financial and treasury risks, including liquidity, interest rate, credit and foreign
exchange risk, and evaluating hedging and financing strategies.
* Monitoring industry-specific risks relevant to the textile sector, including raw material (cotton) price volatility,
energy and fuel cost fluctuations, export market concentration and changes ininternational trade regulations.
« Monitoring operational risks relating to production efficiency, plant reliability, occupational health and safety,
and workforce stability.
e Reviewinginformation security, cybersecurity and data protection frameworks, and assessing the adequacy of
disaster recovery and business continuity arrangements.
e Overseeing business continuity, crisis management and resilience planning to safeguard the Company's
operations and stakeholders'interests.
e Providing recommendations to the Board on matters relating to risk management, strategic initiatives,
business expansion, diversification and sustainable growth.
e Reporting its proceedings, findings and recommendations to the Board after each meeting, including an
annual assessment of the effectiveness of the Company's risk management and strategic planning processes.
e Reviewing its own Terms of Reference annually and recommending amendments to the Board, as considered
necessary.

Sustainability & ESG Committee

The Environmental, Social, Governance, and Sustainability Committee of Fazal Cloth Mills Limited (FCML) assists the
Board in embedding sustainable and responsible practices across all aspects of the Company's operations. The
Committee ensures that FCML's strategies, policies, and initiatives align with global best practices, regulatory
frameworks, and stakeholder expectations while promoting long-term value creation. In particular, the Committee
focuses on integrating United Nations Sustainable Development Goals (UN SDGs), compliance with the Pakistan
Stock Exchange (PSX) ESG Guidelines, and the SECP's Corporate Sustainability & Responsibility Requirements,
ensuring a structured and transparent approach to sustainability and governance.




Qe . L.
;Jth‘:': Fazal Cloth Mills Limited ANNUAL REPORT 2026
4 .
Salient Features of the Terms of Reference
The salient features of the Terms of Reference of the Sustainability, ESG & Climate Committee, inter alia, include:

e Assisting the Board in overseeing the Company's sustainability strategy, ESG performance, climate-related
risks and opportunities, responsible business conduct and long-term value creation, and reviewing and
recommending the Sustainability Strategy for Board approval;

e QOverseeing ESG governance structures, policies and accountability mechanisms, and reviewing material ESG
topics through a double materiality assessment covering both their financial impact on the Company and the
Company'simpact on people, society and the environment;

e Overseeing climate-related risks and opportunities, climate adaptation and transition strategy, and emissions
management, including the Greenhouse Gas inventory across Scope 1, 2 and 3, and emission reduction
targets and performance;

e Qverseeing resource management matters, including energy efficiency and renewable energy adoption,
water stewardship, waste reduction, circular economy initiatives and biodiversity impacts, as well as
compliance with applicable environmental laws;

e Overseeing human capital and social matters, including workforce well-being, occupational health and safety,
diversity, equity and inclusion, and human rights due diligence including prevention of child and forced
labour;

e Qverseeing supply chain sustainability, including supplier ESG standards, responsible sourcing practices and
supplier audits, as well as community investment and stakeholder engagement initiatives;

e Monitoring governance-related matters, including business ethics and integrity, anti-bribery and anti-
corruption measures, whistleblowing mechanisms, and data privacy and cybersecurity governance;

* Reviewing ESG risks incorporated into the enterprise risk management framework, monitoring emerging
sustainability risks, and coordinating with the Audit and Risk Management Committees where appropriate;

« Reviewing the Company's Sustainability Report and ESG disclosures prior to Board approval, and monitoring
alignment with applicable international frameworks, including IFRS S1 & S2, the Global Reporting Initiative,
the UN Sustainable Development Goals, the UN Global Compact, and applicable SECP and Pakistan Stock
Exchange ESG guidelines; and

» Periodically reviewing key performance indicators, including carbon emissions intensity, energy efficiency,
water consumption, waste recycling, workplace safety and supply-chain ESG compliance, and reporting to the
Board after each meeting.

Nomination Committee

The Nomination Committee comprises at least three (3) members appointed by the Board of Directors from among
Executive and Non-Executive Directors. The Chairperson of the Committee is a Non-Executive Director, and the
Company Secretary acts as Secretary to the Committee. The Committee meets at least once a year, or more
frequently as required, with a majority of members constituting the quorum.

Salient Features of the Terms of Reference
The salient features of the Terms of Reference of the Nomination Committee, interalia, include:

e Assisting the Board in ensuring a formal, transparent and merit-based process for the appointment, re-
appointment, succession planning and performance evaluation of Directors, the Chief Executive Officer, Key
Management Personnel, and Board Committees and their Chairpersons, in compliance with the Listed
Companies (Code of Corporate Governance) Regulations, 2019;
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e ldentifying, evaluating and recommending suitable candidates for appointment as Directors, Independent
Directors and Chief Executive Officer, and ensuring that such candidates meet the fit and proper criteria,
including integrity, experience and independence requirements;

e Reviewing the size, structure and composition of the Board and its Committees, and recommending
improvements in Board diversity, including the skills, experience and gender mix, and ensuring adequate
representation of Independent Directors;

e Reviewing succession planning requirements for the Chief Executive Officer and other Board leadership
positions to ensure alignment of leadership capability with the Company's long-term strategic objectives and
risk profile;

e Developing the criteria for, and overseeing, the annual performance evaluation of the Board as a whole,
individual Directors, Board Committees, the Chief Executive Officer and Committee Chairpersons, and
reporting the results and improvement recommendations to the Board;

¢ Recommending induction programs for new Directors and identifying the ongoing training and development
needs of Directors and senior management, including on governance, regulatory and ESG matters;

e Reviewing governance gaps relating to nomination, independence and Board composition and
recommending corrective actions to the Board; and

e Reportingits recommendations, findings and proceedings to the Board after each meeting, and submitting an
annual report on Board composition, succession planning and performance evaluation outcomes.

Delegation of Powers

The Board of Directors of Fazal Cloth Mills Limited operates as the supreme strategic and governing body, providing
leadership and strategic direction while ensuring robust corporate governance, regulatory compliance, and risk
oversight across all operations. In compliance with the Companies Act, 2017, the Listed Companies (Code of
Corporate Governance) Regulations, 2019, and the Company's Articles of Association, the Board functions through a
structured framework that clearly demarcates reserved board powers from delegated executive authorities.

To ensure smooth, rapid, and responsive decision-making required in today's dynamic commercial environment, the
Board has established a comprehensive policy for the delegation of financial and operational powers to the Chief
Executive Officer and Executive Management. Management is empowered to make day-to-day operational,
procurement, process-optimization, administrative, and tactical commercial decisions within defined financial
limits, board-approved budgets, and corporate policies.

Crucially, this delegation framework is designed to operate strictly within statutory boundaries and does not
contradict any applicable laws. Matters expressly reserved for the Board's decision under Section 183 of the
Companies Act, 2017, and the Code of Corporate Governance including approving annual operational and capital
budgets, declaring dividends, issuing shares, approving major capital expenditures (such as BMR projects),
approving related-party transactions, appointing key management officers, and overseeing ESG risk governance
remain strictly under the Board's purview. Management reports regularly to the Board and its Committees (Audit,
HR&R, and Risk Management/Sustainability) on all significant operational developments and delegated actions,
ensuring complete accountability, transparency, and internal control.

Board of Directors' Review

The Board of Directors reviews all significant matters of the Company, including its strategic direction, annual business
plans and targets, and decisions on long-term investments and borrowings, and is committed to maintaining high
standards of corporate governance. The existing Board was elected on June 2, 2026 and possesses a diverse mix of gender,
knowledge and expertise. The Board consists of three Independent Directors and six other Directors.
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Human Resource Management and Employee Relations

At FCML, our people are fundamental to operational excellence, business resilience and sustainable value creation. The
Company continues to develop a capable, engaged and future-ready workforce while fostering a culture of integrity,
inclusion, accountability, learning and respect. During the year, FCML strengthened its human capital practices through
merit-based recruitment and career progression, performance management, employee development and succession

planning.

Talent Development

FCML recognizes continuous learning and skills development as essential to organizational capability. Training
initiatives focus on enhancing technical, professional, managerial and leadership competencies while supporting
new technologies and improved business practices.

Performance and Career Growth
The Company promotes a performance-oriented culture through structured evaluations, merit-based
progression and professional development opportunities, aligning individual performance and career growth

with organizational objectives.

Succession and Workforce Resilience
FCML continues to strengthen succession planning and its talent pipeline for critical roles, supporting business
continuity, operational resilience and effective leadership.

HR Digitalization

The Company is progressively leveraging digital systems and data-driven approaches to enhance HR efficiency,
transparency and reliability, supporting workforce planning, employee records, attendance, payroll,
performance management and reporting, while strengthening compliance and controls.

Employee Engagement and Equal Opportunity
FCML promotes a workplace based on equal opportunity, professional respect, ethical conduct and merit, and
encourages employee development, teamwork, constructive engagement and accountability.

Health, Safety and Well-being

Employee health, safety and well-being remain integral to FCML's responsible business approach. The Company
promotes safe working practices through appropriate policies, training, awareness and monitoring, particularly
across its manufacturing facilities.

Relevant GRI / SDG Alignment:

The Company's human capital initiatives are aligned, where applicable, with relevant GRI Standards,
including GRI 2: General Disclosures, GRI 401: Employment, GRI 403: Occupational Health and Safety, GRI
404: Training and Education, GRI 405: Diversity and Equal Opportunity and GRI 406: Non-discrimination.
These initiatives also contribute to SDG 3 (Good Health and Well-being), SDG 4 (Quality Education), SDG 5
(Gender Equality), SDG 8 (Decent Work and Economic Growth) and SDG 10 (Reduced Inequalities).

Contribution to the National Exchequer and Economy of Pakistan
During the year ended June 30, 2026, the Company paid approximately Rs. 7,818 million (2025: Rs. 8,240 million) to the
Government treasury on account of income tax, sales tax and other levies, and provided employment to 5,620 employees.

Details of the Company's tax contribution are set out below (Rs in millions).
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2026 1,835 4,979 7,818
2025 1,679 5,333 55 1,173 8,240
Change (%) 9.3% -6.6% 16.4% -19.9% -5.1%

Adequacy of Internal Financial Controls

The Board holds ultimate responsibility for the Company's system of internal control and for reviewing its ongoing
effectiveness. While retaining overall accountability, the Board has delegated the detailed design, implementation and
operation of internal controls to the Chief Executive Officer. The Company's system of internal controls encompasses well-
defined governance structures, authority limits and accountabilities, supported by clearly communicated policies,
procedures and a disciplined budgeting process. The Board meets quarterly to review financial performance, operating
and capital budgets, business growth and development plans, capital expenditure proposals, and other key performance
indicators. The Audit Committee receives regular reports from internal and external auditors on the effectiveness of
internal financial controls.

Dividend Recommendation

Supported by strong profitability during the period, the Board of Directors has recommended a final cash dividend of
150% (Rs. 15.00 per share of Rs. 10/- each) for the financial year ended June 30, 2026. Subject to shareholder
approval at the Annual General Meeting, this payout highlights the Board's ongoing effort to deliver sustainable
returns on your investment.

Website & Electronic Transmission

In compliance with SECP notifications and PSX Listing Regulations, the Company's annual report, quarterly financial
statements, and other mandatory corporate information are regularly updated and made available on the official website:
www.fazalcloth.com. Further, in line with shareholder approval and SECP guidelines, the Company transmits its Annual
Report electronically via email to consented shareholders and transmits all statutory reports electronically to the Pakistan
Stock Exchange via the PUCARS portal. Shareholders who wish to receive a hard copy of the Annual Report may submit a
standard request form available on the website, and the Company will provide the printed report free of cost within seven
days of receipt.

Sustainable Returns & Value Creation for Shareholders

Throughout FY 2026, Fazal Cloth Mills Limited maintained its steadfast commitment to maximizing long-term shareholder
value. Overthe past five years, our shareholders have consistently benefited from sustainable value appreciation.

By balancing prudent financial management, disciplined working capital control, and strategic market positioning within
the textile sector, the Company continues to build a resilient balance sheet. We remain focused on sustaining this
momentum, ensuring that operational growth translates directly into meaningful, long-term returns for our equity
partners.
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Independent Auditors' Report on the Financial Statements
The Company's external auditors, M/s ShineWing Hameed Chaudhri & Co., have issued an unqualified opinion on the
Company's financial statements for the year ended June 30, 2026, comprising the statement of financial position, the
statement of profit or loss, the statement of comprehensive income, the statement of changes in equity, the statement of
cash flows and the notes to the financial statements, including a summary of significant accounting policies and other
explanatory information.

Independent Auditor's Review Report on the Statement of Compliance

The Independent Auditor's Review Report to the Members covers the Statement of Compliance with the Listed
Companies (Code of Corporate Governance) Regulations, 2019, and provides independent assurance on whether the
Statement of Compliance presents the Company's compliance with the applicable corporate governance requirements
forthe yearunder review.

Internal Audit

The Internal Audit function is committed to maintaining an independent, objective and risk-based approach to evaluating
and enhancing the effectiveness of governance, risk management and internal control processes, operating within the
framework of the applicable Code of Corporate Governance and the Internal Audit Charter approved by the Audit
Committee. Going forward, Internal Audit will continue to evolve towards a more proactive business-partnerand advisory
role, with greater emphasis on risk mitigation, process improvement, operational efficiency and sustainable value
creation, using Risk and Control Matrices as a key tool for risk assessment, audit planning and prioritization, and with
continued reference to the COSO framework for the Company's Enterprise Risk Management framework.

Related Parties

Fazal Cloth Mills Limited maintains a comprehensive register of all related parties. All transactions with related parties
during the year, including the nature of the relationship and percentage holdings, have been appropriately disclosed in
Note 46 to the financial statements. To enhance operational efficiency and strengthen governance, certain back-office
functions — such as Human Resources, Information Technology, Treasury, Accounts Payable and Corporate
Communications — have been strategically centralized within the Company, optimizing operations and reducing costs
through synergy while ensuring robust risk management and timely, accurate reporting.

Environment, Health and Safety (EHS)

FCML is committed to embedding sustainability and ethical practices across its operations while ensuring the highest
standards of environment, health and safety. The Company fosters a strong safety culture among employees, suppliers
and stakeholders, with regular training, exposure assessments and monitoring of environmental risks. The EHS
Committee oversees implementation of policies to manage greenhouse gas emissions, energy conservation, water
recycling, low-emission products, and the use of green energy, including a 46.6 MW solar grid, ensuring compliance with
National Environmental Quality Standards (NEQS) and alignment with local and international sustainability standards.

Ethics and Business Practices

At FCML, maintaining the highest standards of business ethics and professional conduct is a core principle. Every Director,
officer and employee is expected to act responsibly, honestly and with integrity, upholding the Company's reputation and
adheringtoapplicable laws and regulations. Allemployees are required to comply with FCML's Code of Ethics and
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Business Conduct; the offering or acceptance of inducements or any form of reward intended to influence decisions or
governmental actionsis strictly prohibited.

Corporate Social Responsibility (CSR)

FCML remains deeply committed to sustainable growth and social welfare, advancing initiatives across education,
healthcare, environmental protection, diversity and inclusion, climate action, and corporate governance under the
oversight of the Board's Sustainability Committee. Healthcare and education remain the primary pillars of the Company's
CSR strategy. Through the Fazal ur Rehman Foundation, FCML operates a 50-bed charitable hospital offering free medical
treatment to underserved communities, while actively supporting major regional healthcare institutions including
Nishtar Hospital Multan and the Ch. Pervaiz Elahi Institute of Cardiology, alongside organizing regular medical camps for
staff and local residents. In education, FCML funds local schools and provides technical apprenticeship programs to
empower youth.

Environmentally, the Company continues to minimize its ecological footprint by expanding solar energy capacity and
maintaining advanced effluent treatment and water recycling plants. Backed by ISO 14001, OEKO-TEX, and GOTS
certifications, FCML has formally committed to reducing its Scope 1 and Scope 2 greenhouse gas emissions by
approximately 30% by FY2030.

Internal Control Framework

The Board recognizes that a robust system of risk oversight, management and internal control is a cornerstone of good
corporate governance. The Company has established an internal control framework actively monitored by the Audit
Committee, with a qualified Head of Internal Audit supported by an in-house team overseeing the design and operation of
internal control functions. The framework comprises well-defined governance structures, authority limits,
accountabilities, policies and detailed procedures.

Adjusting Events

During the financial year ended June 30, 2026 and up to the date of authorization of these financial statements, no
significant events or transactions have occurred that would require adjustments to, or disclosure in, these financial
statements, otherthan those already disclosed in the relevant notes.

Relaxation for the Preparation of Consolidated Accounts

Shareholders are informed that a wholly owned subsidiary, Fazal Gas Distribution Company Limited, was incorporated on
June 24, 2026 to carry out gas trading and distribution operations. As the subsidiary was incorporated just six days before
the close of the financial year, commercial activities have not yet commenced and had no material operational or financial
impact on the Company's standalone position for the year ended June 30, 2026. The Company accordingly applied for and
obtained an exemption from the Securities and Exchange Commission of Pakistan under Section 228(7) of the Companies
Act, 2017 from the requirement to prepare consolidated financial statements for the year ended June 30, 2026 (SECP
letter no. SMD/PRDD/Comp/(80)/2022/30 dated September 09, 2026). Full consolidation of the subsidiary's financial
statements will commence in subsequent reporting periods once it begins operations.

Information Technology (IT)
FCML continues to leverage information technology as a strategic enabler for operational efficiency, business growth and
risk management, investingin modern IT infrastructure, systems and software to support seamless integration across its
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spinning, weaving and administrative operations. Robust IT governance and cybersecurity measures protect critical
business data, while advanced Management Information Systems facilitate timely, accurate and data-driven decision-
making. Several IT infrastructure upgrades were completed during the year, with further advancements planned in line
with the Company's long-term strategic objectives.

Adaptability to Change

At Fazal Cloth Mills Limited (FCML), adaptability is a cornerstone of our corporate resilience and long-term success.
In a dynamic global landscape characterized by economic volatility, technological advancement, and evolving
customer expectations, our ability to respond swiftly and effectively to change distinguishes us as a forward-looking
organization. We continuously assess our operating environment and proactively adjust strategies, processes, and
resource allocations to maintain competitiveness and ensure sustainable growth.

Through ongoing investments in innovation, digital transformation, and employee development, FCML has
cultivated a culture that views change as an opportunity for improvement. Whether navigating supply chain
disruptions, regulatory developments, or market shifts, the Company remains agile aligning its business model to
emergingrealities while upholdingits values and strategic objectives.

During 2025-26, our adaptability was evident in initiatives such as the scaling of sustainable energy solutions,
enhanced automation, and improvements in operational efficiency, all undertaken in response to rising costs and
climate imperatives. Looking ahead, FCML's commitment to adaptability will continue to guide strategic decision-
making, enabling the Company to seize new opportunities, mitigate risks, and drive long-term, responsible, and
sustainable growth.

Auditors

The present auditors, M/s ShineWing Hameed Chaudhri & Co., Chartered Accountants, have completed the annual audit
for the year ended June 30, 2026 and issued an unqualified audit report. The auditors will retire on conclusion of the
Annual General Meeting and, being eligible, have offered themselves for reappointment. As proposed by the Audit
Committee, the Board recommends their appointment as auditors of the Company for the ensuing financial year.

Sustainability and SDG Disclosures

In compliance with the Securities and Exchange Commission of Pakistan's (SECP) notification S.R.0. 920(1)/2024
datedJune 12,2024, amending the Listed Companies (Code of Corporate Governance) Regulations, 2019, the Board
of Directors actively exercises oversight over the Company's sustainability, environmental, social, and governance
(ESG), and climate-related risks and opportunities. The Board evaluates the potential impact of these risks on short,
medium, and long-term financial performance and ensures robust mitigation strategies are embedded into
executive decision-making. Adopting the core disclosures structured around Governance, Strategy, Risk
Management, and Metrics & Targets and encouraged by the SECP's ESG Disclosure Guidelines the Board regularly
monitors specific metrics to evaluate progress. Furthermore, the Board periodically reviews, tracks, and aligns
performance against the Company's sustainability and Diversity, Equity, and Inclusion (DE&I) strategies, priorities,
and targets to ensure long-term corporate value creation and responsible workplace practices.

The Company has also adopted IFRS S1 and IFRS S2 standards, addressing environmental, social, governance and
climate-related risks and opportunities that may impact long-term performance, and aligns its sustainability
initiatives with the United Nations Sustainable Development Goals.
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Combat Against Climate Change
The Company remains committed to combating climate change through a series of environmental initiatives. It generates
46.6 MW of electricity annually from renewable energy sources, and number of tree plantation drives have been consider
around the manufacturing facilities to enhance green cover. The Company prioritizes the health, safety and security of its
workforce, infrastructure and operations through regular awareness sessions and evacuation drills aligned with current
health, safety and environment (HSE) practice, and ensures emissions of particulate matter and CO2 are maintained
within the limits defined in the National Environmental Quality Standards (NEQS), supported by an ongoing air quality
monitoring program under the NEQS (Self-Monitoring and Reporting) Rules, 2001.

Shares Held by Sponsors, Directors and Executives

As at June 30, 2026, sponsors, directors, executives and their minor children collectively held 6,938,186 ordinary shares,
representing 23.13% of the Company's issued, subscribed and paid-up share capital, while associated companies, related
parties and other family members held a further aggregate stake of 66.12%. The detailed Pattern of Shareholding as at
June 30, 2026, prepared in compliance with applicable regulatory requirements, is annexed to this Report.

Future Outlook

The Company remains focused on expanding into new international markets; enhancing product diversification and
sustainability initiatives; investing in renewable energy and digital transformation for operational efficiency; and
strengthening compliance with ESG and sustainability reporting standards. Management expects a steady growth
trajectoryin FY2027, supported by incentives, stable exchange rates and continued operational improvement.
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Gender Pay Gap & Executive Remuneration
Fazal Cloth Mills Limited (FCML) is committed to ensuring equitable treatment and fair working conditions for all
employees. We provide equal opportunities for career growth and maintain compensation packages for female
employees that are fully comparable to those of their male counterparts. Our workplace fosters an inclusive culture,
where every individual is valued and respected, regardless of age, gender, race, marital status, disability, religion or
belief, color, or nationality.
Our dedication to gender diversity is reflected across the organization, including meaningful representation of

women on the Board of Directors. In line with our commitment to transparency and fairness, the Gender Pay Gap for
theyearended 30June 2026is presented below:

The followingis the Gender Pay Gap Statement Under Circular No. 10 od 2024 for Fazal Cloth Mills Ltd:

-58% (FY 2025 -48%) -72% (FY 2025 -67%)
Mean Gender Pay Gap Median Gender Pay Gap

While the gender pay gap figures reflect a widening variance moving from -48% to -58% for the mean and -67% to -
72% for the median, this is primarily driven by structural workforce distribution across our operational and
manufacturing cadres rather than disparities in compensation for equal roles. As a textile manufacturer, our
workforce is predominantly concentrated in specific shop-floor and technical positions where male employment
historically outweighs female representation.

Fazal Cloth Mills Limited remains steadfastly committed to the principle of equal pay for work of equal value and
merit-based remuneration. To address these structural gaps sustainably, we are actively expanding inclusive
recruitment channels, enhancing career development pathways for women across all organizational levels, and
fostering an environment that supports balanced gender representation in higher-cadre and leadership roles.

CEO Pay ratio

As part of our commitment to transparency, equitable compensation, and governance best practices, the Board
evaluates executive remuneration relative to the broader workforce structure. For the financial year ended June 30,
2026 CEO-to-median employee pay ratio of [34:1]. The median employee was identified using consistent total cash
remuneration across all permanent personnel. Executive pay remains strictly performance-linked, and oversight is
maintained by the Board's HR&R Committee to ensure fair, non-discriminatory, and competitive pay practices across
all organizational levels. Also mention in Note 46 in attached financials.

Corporate Social Responsibility — Activities (CSR)

Fazal Cloth Mills Limited remains deeply committed to sustainable growth and social welfare, advancing impactful
initiatives across healthcare, education, environmental protection, diversity and inclusion, and climate action under the
oversight of the Board's Sustainability Committee. Healthcare and education form the core pillars of the Company's
corporate social responsibility strategy. Through the Fazal ur Rehman Foundation, FCML operates a dedicated 50-bed
charitable hospital providing free medical treatment to underserved communities, while actively supporting major
regional healthcare institutions like Nishtar Hospital Multan and the Ch. Pervaiz Elahi Institute of Cardiology alongside
regular medical camps. In education, the Company funds local schools and runs technical apprenticeship programs to
empower youth. On the environmental front, FCML continuously minimizes its ecological footprint by expanding solar
energy capacity, maintaining advanced effluent treatment and water recycling plants, and committing to reduce its Scope
1andScope 2 greenhouse gas emissions by approximately 30% by FY2030, backed by key environmental certifications.
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Below are key highlights of FCML CSR activities;
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Financial Highlights 2026

Results for the year at a glance, compared with the prior year.

NET SALES GROSS PROFIT PROFIT AFTER TAX EARNINGS PER SHARE
Rs 96.0 bn Rs 8.9 bn Rs 1.57 bn Rs 52.44
+6.7% vs 2025 +16.2% vs 2025 +311% vs 2025 2025: Rs 12.76

CASH DIVIDEND SHAREHOLDERS' EQUITY DEBT TO EQUITY INTEREST COVER

Rs 15 / share Rs 75.7 bn 0.61x 1.59x

2025: nil +34.1% vs 2025 2025: 0.83x 2025: 1.30x

Performance overview

m Netsales grew 6.7% to Rs 96.0 billion, a five-year compound annual growth rate of 13.0% from Rs 52.1
billion in 2021.

Gross margin improved to 9.32% from 8.55%, lifting gross profit by 16.2% to Rs 8.9 billion.

Finance cost fell 3.4% to Rs 5.1 billion.

Profit after tax rose to Rs 1,573 million from Rs 383 million, taking earnings per share to Rs 52.44.
A cash dividend of Rs 15 per share, the first since 2022, represents a payout of 28.61% and a dividend yield
of 5.85%.
m Balance sheet strength improved: debt to equity reduced to 0.61x and debt service coverage rose to 2.03x.

Net sales
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Key Financial Performance Indicators

Rs in million
RS IN MILLION 2026 2025 2024 2023 2022 2021
Net Sales 96,024 90,002 97,161 77,697 65,406 52,132
Gross Profit 8,946 7,697 11,017 10,086 11,168 8,005
EBIT 8,151 6,895 11,163 6,669 8,821 7,404
Finance Cost 5,111 5,290 8,337 5,074 2,923 1,795
Pre-tax Profit 3,040 1,606 2,826 1,595 5,899 5,563
Post-tax Profit 1,573 383 1,785 586 4,610 5,432
Net Assets 75,677 56,437 53,556 44,647 40,529 34,697
Prafit progression
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] Operating profit recovered 18.2% to Rs 8,151 million, while finance cost absorbed 63% of it, down from

77% in 2025 and 75% in 2024.
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Profitability

PROFITABILITY 2026 2025 2024 2023 2022 2021
Gross Profit Margin 9.32% 8.55% 11.34% 12.98% 17.07% 15.36%
EBITDA Margin 10.83% 10.21% 13.78% 10.84% 16.03% 16.87%
Operating Profit Margin 8.49% 7.66% 11.49% 8.58% 13.49% 14.11%
Net Profit Margin 1.64% 0.43% 1.84% 0.75% 7.05% 10.42%
Net Return on Equity (ROE) % 2.08% 0.68% 3.33% 1.31% 11.38% 15.65%
Net Return on Assets (ROA) % 1.18% 0.33% 1.79% 0.54% 5.27% 8.09%
Shareholders' Funds (Rs in billion) 75.68 56.44 53.56 44.65 40.53 34.70
Return on Capital Employed 8.08% 9.03% 16.08% 9.72% 14.48% 14.04%

Shareholders' funds shown in Rs billion, rounded to two decimals.

FErofit margins
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m All margins improved on 2025 but remain below the 2021-2022 levels, with cost of sales still at 90.7% of net
sales.

m Net margin and return on equity recovered from 0.43% and 0.68% to 1.64% and 2.08% respectively, as
lower finance cost fed through to the bottom line.
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Investment Ratios

INVESTMENT 2026 2025 2024 2023 2022 2021
Earnings per share - basic & diluted (Rs) 52.44 12.76 59.51 19.54 153.68 181.06
Price Earnings Ratio (Times) 4.90 16.37 2.13 8.50 1.57 1.62
Price to Book Ratio (Times) 0.10 0.11 0.07 0.11 0.18 0.25
Dividend Yield Ratio (%) 5.85 - - - 4.15 10.20
Dividend payout ratio (%) 28.61 - - - 6.51 16.57
Cash dividend per share (Rs) 15 - - - 10 30
Market value per share at year end (Rs) 256.52 209.02 127 166 241 294
:BRrs)ak—up value per share - with revaluation surplus 2,522.58 1881 1785 1,488 1351 1,156
Break-up value per share - without revaluation 1,234.53 1,058 931 751 779 556
surplus (Rs)
Earnings and dividend per share -
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Activity / Turnover Ratios

ACTIVITY / TURNOVER RATIOS 2026 2025 2024 2023 2022 2021
Inventory Holding Period (Days) 132.51 127.3 116.6 156.9 142.3 117.9
Inventory Turnover Ratio (Times) 2.75 2.87 3.13 2.33 2.57 3.1
Trade Receivables Collection Period (Days) 52.28 49.37 44.04 43.78 335 38.05
Trade Receivables Turnover Ratio (Times) 6.98 7.39 8.29 8.34 10.9 9.59
Trade Payables Payment Period (Days) 53.16 38.71 44.41 48.54 40.88 42.68
Trade Payables Turnover Ratio (Times) 6.87 9.43 8.22 7.52 8.93 8.55
Fixed Asset Turnover Ratio (Times) 1.41 1.44 1.62 1.32 1.33 1.17
Total Asset Turnover Ratio (Times) 0.72 0.78 0.97 0.72 0.75 0.78
Cash Conversion Cycle (Days) 131.6 137.9 116.3 152.2 134.9 113.3
Working capital cycle
> Chayu
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m The cash conversion cycle shortened by 6.3 days to 131.6 days, as longer payable days (53.2) more than
offset higher inventory (132.5) and receivable (52.3) days.
m Stock-in-trade fell 12.2% to Rs 29.6 billion, while trade debts rose 24.2% to Rs 15.2 billion.




S, I
"Ji“ts‘ Fazal Cloth Mills Limited
-/ -

Capital Structure

CAPITAL STRUCTURE

Total Liabilities to Equity (Times)
Long Term debt to Equity (Times)
Equity Multiplier (Times)
Interest Coverage Ratio (Times)
Debt to equity ratio (Times)

Net Assets per Share (Rs)

Debt Service Coverage (Times)

Total Liabilities to Total Assets Ratio

Debt to equity {Himes)

=y HEs 1L Tiad

ANNUAL REPORT 2026

2026 2025 2024 2023
0.76 1.05 0.86 1.41
0.39 0.42 0.36 0.45
1.76 2.05 1.86 2.41
1.59 1.30 1.34 1.31
0.61 0.83 0.69 1.02

2,522 1,881 1,785 1,488
1.09 1.00 1.16 1.03
43.29% 51.1% 46.33% 59%
triterest cover {times)
Nl
'
3 |
g4 |
| i LA
1
[
il =
HLEY s =N mrs ot ||

2022
1.16
0.46
2.16
3.02
0.84

1,351
1.56
54%

2021
0.93
0.47
1.93
4.10
0.64

1,156
2.84
48%

m Debt to equity improved to 0.61x from 0.83x, and total liabilities fell to 43.3% of total assets from 51.1%.
m Interest cover strengthened to 1.59x, its highest since 2022, and debt service coverage rose to 2.03x, its

highest since 2021.
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Vertical Analysis for the Last Six Years
Each line item expressed as a percentage of total assets (statement of financial position) or of net revenue

(statement of profit or loss).

Asset compasition
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Key observations

m Property, plant and equipment is the largest asset at 51.1% of total assets, up from 45.2%, in line with the
Rs 14.0 billion increase in revaluation surplus.

Stock-in-trade fell to 22.2% of total assets from 29.2%, while trade debts rose to 11.4% from 10.6%.

[ ]

m Equity now funds 56.7% of total assets, the highest share in six years, while current liabilities fell to 24.4%
from 34.0% as short-term borrowings were repaid.

m Cost of sales absorbed 90.7% of net revenue (2025: 91.4%), and finance cost fell to 5.3% of revenue from

5.9%.
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STATEMENT OF COMPLIANCE WITH LISTED COMPANIES (CODE OF CORPORATE GOVERNANCE)
REGULATIONS, 2019

Name of Company: Fazal Cloth Mills Limited

Year Ended: June 30,2026

The Company has complied with the requirements of the Listed Companies (Code of Corporate Governance)
Regulations, 2019 ("the Regulations") in the following manner:

1. Total Number of Directors:
The total number of Directors of the Company is 9 as per the following:
o Male: 8
o Female:1
2. Composition of the Board:
The composition of the Board is as follows:
o Independent Directors:
Mr. Masood Karim Sheikh
Dr. Muhammad Shoukat

o Non-Executive Directors:

Mr. Naseem Sheikh

Mr. Faisal Ahmed

Mr. Amir Naseem Sheikh

o Executive Directors:

Mr. Rehman Naseem

Mr. Muhammad Mukhtar Sheikh
Mr. Abbas Mukhtar

o Female Independent Director
Mst. Parveen Akhtar Malik

3. Directorship Limits:
The Directors have confirmed that none of them is serving as a Director on more than seven listed companies,
including this Company.

4. Code ofConduct:
The Company has prepared a Code of Conduct and has ensured that appropriate steps have been taken to
disseminate it throughout the Company along with its supporting policies and procedures.

5. Vision/Mission Statement & Significant Policies:
The Board has developed a vision/mission statement, overall corporate strategy, and significant policies of the
Company. A complete record of particulars of the significant policies along with their dates of approval or updating is
maintained by the Company.

6. BoardPowers:
All the powers of the Board have been duly exercised and decisions on relevant matters have been taken by the
Board / Shareholders as empowered by the relevant provisions of the Companies Act, 2017 ("the Act") and the
Regulations.
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7. Board Meetings & Minutes:
The meetings of the Board were presided over by the Chairman and, in his absence, by a Director elected by the
Board for this purpose. The Board has complied with the requirements of the Act and the Regulations with respect to
frequency, recording, and circulating minutes of meetings of the Board.
8. Remuneration Policy:
The Board of Directors has a formal policy and transparent procedures for remuneration of Directors in accordance
with the Act and the Regulations.

9. Directors' Training Program (DTP):
As per detail below, Seven directors of the Company have already completed the formal Directors Training Program (“DTP”),
whereas the one director fall under the exemption from the mandatory requirement for acquiring DTP certification, however
Company intends to arrange measures for DTP of one Director including Female Executive and HOD.

Mr. Masood Karim Sheikh Obtained DTP

Dr. Shoukat Malik Obtained DTP

Mst. Parveen Akhter Malik Obtained DTP

Mr. Naseem Sheikh Obtained DTP

Mr. Amir Naseem Sheikh Obtained DTP

Mr. Rehman Naseem Obtained DTP

Mr. Muhammad Mukhtar Sheikh Obtained DTP

Mr. Faisal Ahmed Exempt

Mr. Abbas Mukhtar Will obtained in December Session

10. Key Corporate Appointments:
The Board has approved the appointment of Company Secretary including his Remuneration & terms & Conditions
of employment and complied with relevant requirements of the Regulations. There was no change in the Position of
Chief Financial Officer and Head of Internal Audit.

11. Financial Statements Endorsement:
Chief Financial Officer and Chief Executive Officer duly endorsed the financial statements before approval of the
Board.

12. Board Committees:
The Board has formed committees comprising members given below:
|. Board Audit Committee
e Ms. Parveen Akhtar Malik (Chairperson)
e Dr. Muhammad Shoukat (Member)
e Mr. Faisal Ahmed (Member)
e Mr. Aamir Naseem (Member)

Il. HR & R Committee

Dr. Muhammad Shoukat - Chairperson
Mr. Aamir Naseem (Member)

Mr. Abbas Mukhtar (Member)
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[ll. Risk Management & Strategic Planning Committee
e Mr. Masood Karim Sheikh - Chairperson
e Mr. Rehman Naseem (Member)
e Mst. Parveen Akhtar Malik (Member)
e Dr. Muhammad Shaukat (Member)
IV. Nomination Committee
Mr. Sheikh Naseem Ahmed - Chairperson
Mr. Rehman Naseem (Member)
Mr. Faisal Ahmed (Member)
Mr. Muhammad Mukhtar (Member)
Sustainability & ESG Committee
Mr. Rehman Naseem - Chairperson
Dr. Muhammad Shaukat (Member)
Mr. Masood Karim Sheikh (Member)
Ms. Parveen Akhtar Malik (Member)
13. Terms of Reference (TORs):
The terms of reference of the aforesaid committees have been formed, documented, and advised to the committees
for compliance.

o o o 0o I 0 o o o

14. Frequency of Committee Meetings:
The frequency of meetings (quarterly / half-yearly / yearly) of the committees were as per following:
o Audit Committee: Four (4) meetings held during FY 2025-26
HR, Nomination & Remuneration Committee: One meeting held during FY 2025-26
Risk Management & Strategic Planning Committee: Two meetings held during FY 2025-26
Nomination Committee: One meeting was held during the FY 2025-26.
Sustainability & ESG Committee: One meeting was held during FY 2025-26.

o O O O

15. Internal Audit Function:
The Board has set up an effective internal audit function which is suitably qualified & experience for the purpose and
is conversant with the policies and procedures of the Company.

16. Statutory Auditors:

The statutory auditors of the Company have confirmed that they have been given a satisfactory rating under the
Quiality Control Review program of the Institute of Chartered Accountants of Pakistan (ICAP) and registered with
Audit Oversight Board of Pakistan, that they and all their partners are incompliance with International Federation of
Accountants (IFAC) guide lines on Code of ethics as adopted by the Institute of Chartered Accountants of Pakistan
and that they and the partners of the firm involved in the Audit are not a close relative (Spouse, Parent, Dependent
and non-dependent Children) of the Chief Executive Officer, Chief Financial Officer, Head of Internal Audit, Company
Secretary or Director of the Company.
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17. Auditor Compliance:
The statutory auditors or the persons associated with them have not been appointed to provide other services

except in accordance with the Act, these Regulations, or any other regulatory requirement and the Auditors have
confirmed that they have observed IFAC guide lines in this regard, and

18. Mandatory Provisions Compliance:
We confirm that all requirements of Regulations 3, 6, 7, 8, 27, 32, 33, and 36 of the Regulations have been complied
with;

19. Non mandatory requirements
Explanation for non-compliance with requirements, other than regulations 3, 6, 7, 8, 27, 32, 33 and 36 (non-
mandatory requirements) are mentioned below:
One Director needs DTP which the Company has made necessary arrangements for obtaining such training in
December 2026

On behalf of the Board of Directors
FAZALCLOTH MILLS LIMITED

g SN/

Sheikh Naseem Ahmed Rehman Naseem
(Director/Chairman) (Director/CEO)
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R SW SHINEWING HAMEED CHAUDHRI & CO.
PAKISTAN

CHARTERED ACCOUNTANTS
HM House, 7-Bank Square,
The Mall, Lahore

Phone: +92 42 37235084-87
Fax: +92 42 37235083

INDEPENDENT AUDITOR'S REVIEW REPORT
TO THE MEMBERS OF FAZAL CLOTH MILLS LIMITED

Review Report on the Statement of Compliance Contained in
the Listed Companies (Code of Corporate Governance| Regulations, 2019

We have reviewsd the encipsed Statement of Compliance with the Listed Companias: (Code
ol Corpormte Govemance) Raguiationg. Firaich (the R:agumtmr* pfapared by the Board of
Dusctors ol Fazal Cloth Mills Limited (ihe G'EH'ITEEH'.'}I o thie vearl ended Juiie 300 2038 n
goeordance with the reguremente-of regulation 3& of the Hegulations

The responsibifty for compliance with the Regulations (s mmatl of the Board af Direclos of the
Company Our respansibility s 1o review whather the Statement of Comphance rafiedis the
gtatus of the Company's compliance with he provisiors of Ine Regutstions: and report i i
dees ot and to Fghlight any nen- -.?.Hr!.phanﬂa with the requlmmﬂmﬁ af the Ragulafions A
Teviaw 18 lmitsd primanly o inquiries of the Company's personnsl and review of various
pocuments: prepared by the Company tooom ply with the Regulalons

fus 3 parl of our audit of the Snancial dtatemenls we are reglired 1o oblain an understanding
Bl the acgourting and intemal control systems sufticient 1o plan the eudit and daisiop an
pitective-audil approagh. We s nol requirsd to conser whether the Board of Direclars’
statemanl on intemal contiol cowers 2l neks and condrois Or 1o form an opijor Gn the
otfactiveness of suoh Infemal controta. thie Company's corporate govemanca procadusas and
reks

The Regulations require the Company o place before the Audt Committee and Lpon
recommendation of the Audit Committes, place before Ihe Board of DireclaorsTor ther review
and -approval, ds related parly framsattions We amg omy fequred ond have ensoned
eampliance of this reguiremant o the sxienl of 1he approval af the relatad party trangachons
by the Board of Directors spon recarmmeandfation of the Audit Committee:

Based on our review, nothing Fas come 10 gur attention which: TRUBEE US 0 pelisve that the
E'am’nﬂﬂ of Complance I:Inﬁ'ﬁ not approprately reflect the Enmnﬂnytp complance i all
raaterial réspocts. with the reguitements contared in e Regllatorg o8 applicable ta the
Company for the year ended June 30 2026

& x L]
Ytina bring Noawmesd Onasndhesd ca
LAHORE! SEPTEMBER 34, 2028 SHINEWING HAMEED CHAUDHR & Cco,
LICH N ;FFEHE_E‘EH"I M‘u‘”ﬂ-ld}mqu CHARTERED AGCOUNTANTS

At Eng:‘ggeme'nl Parther Camin Haruesd Chaudh
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o ‘QW SHINEWING HAMEED CHAUDHRI & CO.
PAKISTAN

CHARTERED ACCOUNTANTS
HM House, 7-Bank Square,
The Mall, Lahore

Phone: +92 42 37235084-87
Fax: +92 42 37235083

Independent Auditor's Report
To the Members of Fazal Cloth Mills Limited

‘Report on the Audit of the Financial Statements

Opinion

WWe have audintd the annexsd fimanclal siatemerts of Fazal Cloth Mills Limited (the Coemgany),
wihich compriso the: statEmant o financial position 83 at June 30,2026, the sintemant of profit ar
loss, the statement of other comprehensive income, the stalement of chinges n equily, the
statemiant of cash flaws Tor the yaar then endied, and notes-to-the finapcial Satements, moluding
material Beeounting polioy Information #nd other explanatory mformation, and we site that we
Havie oblained all (he wformetion and explanstions which, fo the best of our knowledge: and
balet, wese nocessany for he purpeses of e audi

In our opinlan and to the best of car information and actarding 1o the explanations given 1o us
e ststemant of finarcial positien, the- stalement of prafit or loss; e statement of other
cemprehansive Income. the statamen of changes In squity and statement of cash flows
toigiahal with Jhe nutes (orming part tharaat comitrmy with the aceounting: and reperting standards
as applicable i Pakistan and gh.re the infadmation mqunuﬂ oy thiy Companies A, 2017 (X1 ot
ZET), in the manner 80 regquines aod respectively give a true and fair vigw of the sizteaol the
Company's afalrs as 81 June 30, 2026 and of the prafit, othes comprahBnsiv incoms, the
charigas in eyuity and s cash Nows for e pear theo andad|

Basis for Opinion

Wi condutited our audit in ‘acoordance with Intemational Standards o Alidiling (1589) as
apglicatie in Pakistan, Qur respensibiiities under those standards are further dessibad in the
Auiftar s Respansiiies ke the Aol of e Financial Statements segtion of our TEport. Ve arne
indepandent of the Company in accordance with the intetnational Ethics Standards Board for
Au:-:unt.ﬁnts Code of Elhics for Professional Apcountants 85 adopted by the Ingtitute of
Chartered  Accountants of Rakistan (the Code) and wa have fufibed our cther  sthicat
ragpnn.slnml'mﬁ in accordance with- the Code. We bifieve hat the audi H.rln:m-nf:t wWe hpve
abtaied s sufficient and sporapsats to provide & basis far gur CPFECT,

Koy Audit Matters,

Keby-audil iatine ang those maters ihal, in our professiomal judgrent, wers of most gignifinants
in-odir autlit of the financlal statemants of the dulren! yesr. These matieds were addrassed In tne
context of cur audit of the financial stifements a8 3 wholle, 37d in Tofming our opinion thersan,
and Wwe do not provide a separate opinion on these matiers,

O




R\ o
.awte Fazal Cloth Mills Limited

N

5. Mo,

Description

Héw the matter was addressed in cur audit

ﬂmlnga I acsounting pelicy and
mml:ﬁi‘ deferred tax lizhility
[Refer rats &)

A ligioneed o MCie S0 1he dinandial
aratermends  dunng  he  year  the
Cempdimy, miges - Brenunbing - polky
ol io incothe (ke and IEweed
fofonmg  guidance sssued by the
Insnh e o Dimnsied. Accolntants o
Pakizzan hrowgh ICAP Ciroular Mo or
ol 2034, together wit 1he  rolodss)

requirements of 145 12 Income Taxes,
IFRIC 21 Lévies: 1AS 37 Prowdidns,
Confingert Laeiities. and Contingend
Assely and  smapdments Infroduced
lrsrsngh the Finance A, 2035

In réagsatsing 15 tax podhan under the
raisid  frammwerk, | managemant
onthidss  thil bk Capgpeny B
anpectsd fo famaEin sutyesl Lo the
[rmimum tex regire for the Teteieanbis
fugre  Conseguently, the defbrmed |ax
bty peeddusly recogosnd in resoRs
ey .a'xahla ternparacy. diferences wis
conmdnrad ne onger reguTed and was
fiErE N

Vi cormidested nle matied o baa Kay,
Auth Matler dus o the -significssd
jdgment invebied In delesmening the
Company's fulue (8a posiion | dnder
Ihe  mEwpien . fas: Cregime,  iha!
eompiaxity gEeceiated wit 3pohing the
relovenl tax lemstation and: sonaunting
fequirestenits, and I materist impact
of* the - resulling  desscogniion  of
deferiad fan latilities and relrespectve
restatement on the financial staterments:
and comparative afosmation.

ERar g procedires nciuded the falicvae

. Exeluated the approgristeceds- of the fevised

¢« Repaforiad e cattulibions  seistng o the

- Assessed the acoureny: 2nd complateness of the

- BEiedusd e addyiant and approphiateneis-of thel

i:ihth_'m-u'-_'r] by |.|r|q;g-5.ar|a|1r1r:g o aflﬂﬂggﬂf!lgﬂ'l
sapgEaEar-of the- Campanys fag poslhan, and (s
basis fot the change fn' steouring. paticy

aeppanling: - pocy andd 5 consistanoy - with the
TRgulamEtE ol LAS 12, 185 37, PRI 21 IAB 3§ and
tne retaied gudance- Beeed by 10AR and discussed
ity implication with the HOAP SEchnical spraoes team.

Obfalned, and  evewsd  fMasagorments  tax
Eompdtians, Mrpeastasand  wopporting - Bnslyses
used in -;nnu::lunmq that thi Company i expecres 1o
TRTEN St fo the minimom S regime for me
forgserable fulure

Aspeasan e fedbolhatleneds vl hey assumpbans
used i management’s: barecasts by oarntariog Hee
with Bistoriozl financial snd tex resuits amn G
sipporg information

dorecagnition of deferrsd fax Fabiltey and tested
the shozation of the adisiment betean fevilsaton
Stirpius sntl urappiopisled gt

relispRoive restatement adjugmonts and rdlated
compatatiee Infarmation in accordance with (A58

Evnlunted whiihor the: crosamiaban regquremsny
reiising 0 rettospectve restilemonts, inchaing e
presettaben of an sddoonal shsEpnent of e
poditol where agplcatiie, kst been: approprgte)y
complied witn

related duciiauies in e frendal statements
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£ No. \ Description

2. ||valuation of stock-in-trade

Thg Iolal vaiue of stk In lrade 35 &t
Ihe leporting dete camounted to
Rs:29.564. billion, representing 56.56%
of the: Company's total purrent -assets:

We sssessed the appropratensss of managament
assumptions @pplied mcaiculating the vakes of stock
trade-@nd validated the valuahon by fakirg following|
SIRDE:

Stock 0 trade as @l repgrding date
incitided ran material and Tmmhad
gocds. Befer rote 11 1 the frantial
stataments

The watuaton of fineshed goods at cost
kas® differenl  components,  which
rcludes judgment and assumptions in
raistion o the distation of latowr and
oifter wanous overheads: which -are
ircurad in bnnging the mventongs (o s
lr;:-tesena waimn  and  conddions:
Wudgement has aiso baen exerosed by
the management In getermining the net
reateable valug (NRV] of raw matens
and finished goods and n determining
the appropriate value of sk maving
and obsolele stocks,

iWie wankfiad ths matter a5 sy in o
audt gue [0 the |udgement and
assumplion polied by the "Gm'npany In
Ed& tErmining fhe cost and KAV cf sinck
in trade 21 the vearend

- Oftended 15e inventory counl ot tBhe yesr-edd and

- .'!'-'HE-EEEEd the hlsi-:.rt:a cosls recorded in the

- HAsseszed the ranagement determinatian of NRY af

- Testzd the cost ofinventaries fo finished goods 2nd

- Wig ravewed the Compamy's disclesure o the

Assessed whether the Camipany's-astountg. policy]
fol inventory valuation as in in2 with the sppicable
tinancial reporbng standards:

recancilad the physsal invaniony with the inusniory
lists prawided 0 snsurs ke complateness of the
data

imvantory valution by chiecking purchase mvoices
ort samipe Easis

Tested the rezsonabiay of assﬂmphnns applisd I;|1,
thie n‘lﬁnﬂuernﬁm in the allocsiion of fabou ang
ther '.-'EI"'D!}_{JE pyerhead costs b fhe invehiones

raw matenal therscn Er'j perferming fests on e
suhmqu&rtpurﬁ'ﬁé price

performed NRY lest to asses whether e cost of
inyentoies exceeds their MRV, gleulated by
ﬁfmleu‘ rEu'E'.'rﬂf subsequent sais invoices,

fimaacial statemen in respect of ok in trads:
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e v el
Tiwr C.q_'rﬂp.lnﬂ:,l I -Eapbi)mEg ey, I'I1-d-1ﬂl-'|3|'
libgafnhns II'IGIL.IHIFIH el S LU |'1|'||:| 'ﬂ‘1|'|-'iF
raliraid ml Oilarent ot whiet reruiie
mipEpsmenl i sk BRSARSARTH ATy
pdgermnTa  mith  repmest b et oo
pnel  prgeest wal sgah |II_|-5?JIIE!1= i e
1Ini|l||3;_n+ staimmEnts of e Sompany

The details o comimgeraienm minm ol
managament’ i estdespmant hergon ore
dhmcitnnd Foojhhils 300 Ty e esnalal
utiphiamantn

Mpnagermartt sugpEepail  jessimndady
Wl sory oot oo Hﬁm rrifore

Thae acogunbeg dor aod  dssioere . il
ﬂp'ﬂll'lun-rqu,:lfr_'.b'l! guAilee - Esl R W
matis o sigedicaegs o oo el
Bgtaisie T the judp srmeia raguined o)
Tl rsie (Rp sl Sl DErsieng A hiimo
rriptkista

Lhee Lo lhe muyn,ﬂud-u i -:lrlﬂ..ll,-uil.l
irvetann, - ikraTiy '|,.|.ru‘;q11:||-|1mn. '
Pl paj thiE butesirfe A FsTers st
LS vt g FgsIng Lt et e latn etk Ll
T TR Rt ﬂ:icllnl'iy;w-l Fan Glihakin T
wmrne medluckng sEiabest ol impaciv
We- Dve  condldensg abeen redseeed)

-\'.iillldlﬁlvl.Lnl:rﬂ TR ,l!-ll' {1 IT5] h.1.||-|l HLh'J“
Ilrmllﬂrn-' ’

L‘ju.u ELIAE AL . T e A e Frbmae

Billesibividd ga) Sakas =gt e Bgal doskrman b
wndursiand | dhe  rarspiinent s - wiew poiml | and
bt Bl ARG GEES L s Sasoaarneil degneeding 10
At 2 ihe Elampney

[_ﬂ_qmni.g:_l_ il ageridial  cashiog | Ll logal RIS RS
Oiadfiryd Wil such Qiideddn il bz il eardw sl

Examines impal eaparey  Eogeis D assEsy oy
stignklih Slalms, el iy heaul e smiadal
rrnu :..umm:nl:u‘m-.- Irmtatii | AR e

Ruwvawed g cdoodments e begal  wnd  jee
n;ll:::-uﬂ:'l.lﬂi rrainaiad by |y IHII"HDI"N\:IFI'
fading g i prags=y byealifinl coune

Sagrerannl Thin lisciedian T INEET PaApCsiiEs ung
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| IH-WMH reCogninion

The prngiped achvity of ihe- Carmoesy s
0 meEafaaiirs and ale of  yam -and
fabrics: Rovesee from sde of foads is
rrcopnised &5 or when parfa
chigauone nra-sabofiEg by irsnsféenng
i af, provsivnd - goady Lo iy
and control s trapsfeived al a point i
fima Fevenun & moaasinec at fa valus)
ef ihe ooopideratnn  reselwed o
pincEiaine and bwe pEmdnt Iypu.':u-t'!,'
thee on (he atfistaciion of poformarse
ohAgIinn

W oonsidered fevEnUR TREDgnitlan @
& iy audil CmEner dug o Evenae

: gire of 10 Ky Pl
mchcaters ol thie Sampany, Im aoidiln,
favenbe  Wwes #80 oondidesed os a0
| seis -l gigrafieanl Warks ek S part o
i Wi preicess

T} u!.l-tjll D'HEHIH:L‘IIJIH'II Il e h::'«u:uwu'-u'
- Eswmggud thie desighn imoasmanislion @Al operaking
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Tosted gn 3 =ampld bess spoedic  sEvene
UMb TACHdE Bl and gter the ieorling
duie wah TN dccunemalion 0 aisess
whidher . feverue was sepogoizad in the: cored

Disdderp aems aLigit _prpt.'l!du?us i un:lI!su areipr |h
the =l B ql..anl'rl'ue saqld suring the yoar

Perforrhed recaitolaiions of dscéuntd’'as” por the
Lormgaeny' s pelaly’ gri thsl basks

Undersiood and evghaied the sccounding policg wish
rml:'rur.:l 10 e e TRESGTIoN
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LR TR Tt ﬂan&m_u,-d: felaled o Feveriue
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Infarmation Other than the Financial Statemants and Auditors’ Report theroon
Management is resnonstie loz tha olher information The otber informébion comprisss: the

infarmation ineluded 10 ke Annual Riepart, bul doed mol includy: ihe Bnanoidl slasmonts and our
pudiors repo theseon,

Cilie erninlan on the francial: Stanervenis dast pat coder tha athor inforrsiation and wa da not
exprass sy foem of assuranco conchiwon theragn

I conreation with aur audt of the financial siatemants, oul responsibity @10 Ead the olhef
informabon. @nd, in doing-eo, consider whathar the othar information = msagally neonsstent
with the financial statements or our kiowlsdge obiained in the audil or otherwides appears:io be
materally. misatated  IF based on the work we Fave perdformed, we copalude, thal thewe & o
material misstatoment of this othar Information, we are required 1o report that fail, W Nave
modiing o m-pq:f ity this: ragard.

Responsibilitles of Management and Board of Directors for the Financial
Statements. '

Marisgement'is regponsibliE for the prapsration ano Jair presertation of the finanmst stalament
In mocaedance: with the accalnting snd tEpaing slpfidards as apificatie in Paristan and the
fequirgmants: of Companies Ast (2UTT (KX of 2007 ond for sen idtemal dantiol @b
mansgamant detarminas le necessary to-endbls tha pieparalion ol inancial slalements that ore
frae from matena misstaEliersent, whather desto fraod ooemad

in preparing the financlyl statgmients. menagement & meoonsible f)' satessing the Company's
abilify 1o comtinue as & guing cbncesn, disckising, &8 applicatie, amalers related 10 going concaa
and wsing the gerg cancetn Basis ol accounting unless minagesment ellber intemnds to quidate
e Company o Lo bease apdrations, or has fo feaizbo dllermative but o do s

Boafd of ditectons &' edponsibie for oversesing the Company & financinl rroonmg process
Auditors' Responsibilities for the Audit of the Financial Statements

GQur ghigctivizs ate to obiain reasonabls atsursnoe about whether the financial statsments as @
whale are Tres from malenal misstaternen]. whefier due to freud or éor, and 10 Ssus an
audilarg report thal méludes our epmwn. Ressenable assurence i a high lavel of assurance:
tul-is nol @ guamentess et an audil conductsd i acooidancewith 184s 35 applivatde in Pakigian
will-ahways defect a material misstatement when t exists Misstalements can &rlke from fraud o
eivor-afid s considered matsrisl 0, mdidtally o in the-aggripete, thiey could reasonably be
expecied (o influgnce the economic cecisions of ueers ipken of He bass of these Ninancial
slatements

As-part of. an audil 0 accerdance with 15A% 08 appléabic n Pakiston, wa exercse prolassional
Jugmenit aimd raintzin professnna skentcism hroughoul theaddil. Ve m@iso

* |deritify and ssseas the risks of materal misstalEmen of he fidncal gateinents, whetha
g to fraud or erfor, dedign and perfonn audit procedires responsive 1o those fisks . and
ohiam audlh evidence. thal is. sufficient and approprate to provide a bases for our opinion
T ek of not delacting 3 maters) misstatemant resulting fram fraud s hgher than for ane
resulting from eoor cas freud may myelve collusion, forgery, infprtinnal ormissions.
misteErEsENtAions, or tha overtde of iismal contral,

s Dibbiin s ur'ltin-ra!,.inﬂlr‘lg af iniﬂmal cantral relavant o the audit in order o clEsign auﬂlt
procedunes thet ans Eﬂﬂmpﬁﬂlﬂ:ln thiE SiERLITEINNGES, But nel far the purpahe of aXgressing
B GpiniGe an (he Hﬂ#__-l:tnrenlelss afihe Company s imecnal ol

- Equ:l;.mia Ine. spproprateness of accounting poloies wsed and INg feasonabloness of
ccouning estmats and rélated disclosures made by masagement,
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* Conclude on the appropraleness of mandgement s use of the going Soncer tiasls of
acoounting and, based on e audl evidence obisned, whether = matesal ungedainty
exisis related o evants of condilicns 1hat may cast significant doubt on the Company's
abslity to pontinue as 8 gaing conten f we conclude that a miateral urserfamly i'-'rltlﬁl! Wi
are tegquined. [ draw attenbon in our suditors' raport 18 the-ristaled disclosurgsin he
financial -stotemerts. o, if such: discloaures sre inadegue. fo modity our opinion. Gur
conchisions ang based 00 the audit evidence obtmnad upto the date af our auditoss’ repen
However, futirs events or conditionz may. cause the Company o cessa o continua &8s a
HeRE-coneEm

o  Eyaluale thd overal pi'E!ﬁlﬁl'ltﬁt-Dn stryctare “and conlénl of the financial siabements.
sncluding e disclosures. and whether the fmancial statements represent the underlying
ransachons and avents ina manner thal gchieves falr presentation,

We commuricata with the boaed of draciars:mgarding, among olher maliers, the planned scope.
and timing of the audit and sighificant audt fndings, (nciuding any significant deficienses o
internal control that wiidsntify dutim cor audit.

We also provide the boasd of ditectors with a statement thal we have complied with relevant
elhitial requiremants regarding ndependense, and 1o communioate with them all relatisnahios:
and wther matiers thal may reasonably bg thooght to bear on cur indepencense-and where
;.ppunau'ru. related -;'éiraguﬂr;is.

From the mallers communicaled with the-board of dueclars, we determing Mose mafters 1hal
were of must signifigance In tha audit of the financial statismants ol the ourant 'pam and @i
therefore the key audit matiers, W desarbe thess maters in our auditors’ repoen unless lgw o
regulsfion  preciudzs puble disclosure aboul the malter or whan i extremely e
crpumstances, we deternune that @ matter shauld nol be communeated in our fepar becalse
the ddverse consequences ol Haing-So wolld regzonably Be expecisd 1o outweigh the pubbo
intgrest benglils of such com rn:.lnI':':]'!_tun

Report on Other Legal and Regulatory Requirements
Based aiy slr aUdit, we furthisr regort iat in our apinian

=:| praper books of agtount bave: IJI,'I.'EF!' H:pt by the E:-':Impﬂn'gl' as r&qu-mﬂ B e ,.-urnpanles
Act 2017 (RIX af 2017y,

b} the statement of financial position, the siaiement of profit or Idds, the staiément of other
comprehensive inoome, the statement of changes in-eguity and the staksment of cash fiows
ingetner with the notes thareon nave been drawn Up in conformity with the Lompanies Act
ZOVT (XX 0f 2017 ) #nid are in sgreement with he books of Account and returms;

6] Invasimants made, expandifure inbured ard gluaraniees extended durlig he year were for
this purpase of the Company's biisiriess; snd

df ho Zakat 1.!{55 :taduF:HtHﬂ at source under fhe Zakat and Ushr Crdinanes, 1980 -,’5':'5.-'III af
THBIF)

The Engagament partner on the audt resufting n this- independent  sediors’ repon @
Caman Hamged Chaydhii

Lahore: September 30, 2028 SHINEWING HAMEED CHAUDHRI & CO.,
UDIN: ARZ2026101048 xS 4cIwdl CHARTERED ACCOUNTANTS

0




\

"}E"i% Fazal Cloth Mills Limited ANNUAL REPORT 2026

Fazal Cloth Mills Limited

Audited Financial Statements
for the year ended June 30, 2026

Ly >




;‘;ﬂé Fazal Cloth Mills Limited ANNUAL REPORT 2026

Total equity and liabilities

Co—
Statement Of Financial Position
As at June 30, 2026
2026 2025 2024
Restated Rastaled
Note sesss====RUpEES--==-c==-=
Assets
Non current assets
Property, plant and equipment T 68,121,301,064 52,167,363,583 52,090,033,687
Long term investments a8 12,8999,375,653 10,248,129, 438 7.,639,002,089
Long term advances and mark-up accrued 9 - - -
Long lerm deposits 25,733,193 25,733,193 110,640,293
81,146,409,910 62,441,226,224 59,839 676,069
Current assets
Stores, spare parts and loose tools 10 2,361,907,044 2,310,844 034 2,046,801 ,806
Stock-in-trade 11 29,564,029,613 33,661,545 599 23,730,084,196
Trade debts 12 15,240,449,784 12,266,998,305 12,079,342,689
Advances and other receivables 13 372,535,068 324,107,024 217,229,996
Deposits, prepayments and other receivables 14 456,797,456 642,810,677 269.417.471
Mark-up accruad 15 28,949,068 19,085,522 4,281,883
Short term investment 16 1,011,636,000 508,389,200 315,914 400
Sales tax refundable and adjustable 1,203,795,079 2,056,456,838 565,170,561
Income tax refundable - net 190,577,425 - -
Cash and bank balances 17 1,843,903,430 1,122,291,188 713,418,102
52,274,579,967 53,012.528,387 28,841.661,104
Total assets 133,420,989,877 115,453,754,611 99,781.337,173
Equity and Liabilities
Share capital and reserves
Authorised capital 1,700,000,000 1,700,000,000 1, 700,000,000
30,000,000 ordinary shares of Rs.10 each
Issued, subscribed and paid-up capital 18 300,000,000 300,000,000 300,000,000
Other capital reserves 19 22,426,424 .,507 19,675,278,292 2,066,150,943
Revaluation surplus on property, plant
and equipment 20 38,641,229,404 24 671,468,956 25,630,012,233
Unappropriated profil - revenue raserves 14,309,625,467 11,790,510,792 25,659 495 981
Total equity 75,677,279,378 56, 437,258,040 53,665,659,157
Non current liabilities
Long term financing - secured 21 11,775,026,476 11,168,050,617 12,715,332,537
Long term rmusharika - secured 22 12,783,883,426 7.,956,146,606 2,509,641,813
Lease liability - unsecured 23 59,976,512 66,442 445 70,677,725
Deferred liabilities:
-Staff retirement benefit 24 571,560,377 604,292 806 576,427,439
-Deferred taxation 24 - - -
25,190,446,791 19,794,932,474 15,872,079,514
Current liabilities
Current portion of non-current liabilities 25 5,314,333,841 4,311,481 ,264 3,835,167,740
Shorl term borrowings - secured 26 16,342,042,625 23.537,764 673 17, 717,675,277
Contract liabilities 27 1,402,712,995 1,294,316,323 438,053,016
Trade and other payables 28 8,739,995,892 8.996,266.832 6,387,042,998
Unclaimed dividend 21,977,192 21,977,192 22,002,980
Accrued mark-up 29 732,201,163 882,273,218 1,320.363,612
Provision for income tax and levies - net - 177,484 595 633,292,879
32,553,263,708 39,221,564,097 30,353,598,502
Total liabilities 57,743,710,499 58,016,498.571 46,225 ,678,016
Contingencies and commitments 30

133,420,989,877

115,453,754 ,611

89,781.337,173

The annexed notes form an integral part of these financial slatements.

T

DIRECTOR

DIRECTOR

.

By

CHIEF FINANCIAL OFFICER
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Statement Of Profit Or Loss
For the Year Ended June 30, 2026
2026 2025
Restated
Note ----Rupees----
Revenue from contracts with customers - net 31 96,023,702,425 90,002,392,849
Cost of sales 32 (87,077,550,206) (82,305,647,102)
Gross profit 8,946,152,219 7,696,745,747
Selling and distribution expenses 33 (516,239,188) (516,633,533)
Administrative expenses 34 (931,722,797) (900,286,707)
Other income 35 1,003,792,838 919,609,990
Other expenses 36 (350,915,267) (304,017,262)
Profit from operations 8,151,067,805 6,895,418,235
Finance cost 37 (5,110,634,775) (5,289,502,756)
Profit before levies and income tax 3,040,433,030 1,605,915,479
Levies 38.1 (1,205,473,700) (1,080,686,437)
Profit before income tax 1,834,959,330 525,229,042
Income tax 38.2 (261,861,797) (142,464,418)
Profit after taxation 1,573,097,533 382,764,624
Earnings per share - basic and diluted 52.44 12.76

The annexed notes form an integral part of these financial statements.

—

DIRECTOR

DIRECTOR

CHIEF FINANCIAL OFFICER
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I
Statement Of Other Comprehensive Income
For the Year Ended June 30, 2026
2026 2025
Restated
----Rupees----
Profit after taxation 1,573,097,533 382,764,624

Other comprehensive income

Items that will not be reclassified
to statement of profit or loss
subsequently

Revaluation surplus on property, plant and equipment  14,902,603,674 -

Re-measurement of defined benefit liability 13,173,916 (110,293,090)
Net change in fair value of financial assets at FVOCI 2,751,146,215 2,609,127,349
Total comprehensive income for the year 19,240,021,338 2,881,598,883

The annexed notes form an integral part of these financial statements.

ETM%WE( \N_:fé &%Z—Lf :

DIRECTOR DIRECTOR CHIEF FINANCIAL OFFICER
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2026 2025
Note ----Rupees----
Cash. fl i . oL
Profit before taxation 3,040,433,030 1,605,915,479
Adjustments for:

Depreciation on property, plant and equipment 711 2,249,731,322 2,293,296,740

Unrealized gain on re-measurement of short term investment 16.1 (403,246,800) (292,474,800)

(Reversal) / loss allowance against trade debts 36 5,016,490 (51,935,105)

Provision for gratuity 24.1.3 262,152,262 268,930,768

Provision for infrastructure cess 761,625,963 813,832,944

Provision for workers' profit participation fund 36 116,868,726 45,837,857

Provision for workers' welfare fund 36 9,251,334 33,709,232

Loss on disposal of property, plant and equipment 7.2 91,358,877 36,855,339

Fixed assets' written off 71 42,149,731 -

Dividend income 35 (414,684,186) (483,798,217)

Provision for slow moving store items - 6,372,038

Finance income on Term finance certificate (109,454,459) (42,990,435)

Finance cost 5,110,634,775 5,289,502,756
Cash generated from operations before working capital changes 10,761,837,065 9,523,054,596
Effect on cash flows due to working capital changes
(Increase) / decrease in current assets:

Stores, spares and loose tools (51,063,010) (270,414,266)

Stock-in-trade 4,097,515,986 (9,931,461,403)

Trade debts (2,978,467,969) (135,720,511)

Advances and other receivable (48,428,044) (106,877,028)

Deposits, prepayments and other receivables 186,013,221 (373,393,206)

1,205,570,184 (10,817,866,414)
Increase / (decrease) in current liabilities:

Trade and other payables (1,035,620,291) 2,572,107,108
Cash generated from operations 10,931,786,958 1,277,295,290
Gratuity paid to employees 24.1.2[ (281,710,775) || (351,358,491)
Taxes paid - net (982,735,758) (3,170,245,416)

(1,264,446,533) (3,521,603,907)
Net cash generated from / (used in) operating activities 9,667,340,425 (2,244,308,617)
Cash fi fi . . P
Fixed capital expenditure (3,458,771,685) (2,444,240,116)
Proceeds from sale of property, plant and equipment 7.2 24,197,958 36,758,131
Investment in Subsidiary Company (100,000) -
Long term deposits - 84,907,100
Finance income received 99,590,913 14,914,355
Dividend received from associated company 414,684,186 483,798,217

Net cash used in investing activities

Cash fl f fi . oL
Long term financing obtained

Long term financing repaid

Long term musharika obtained

Long term musharka repaid

Short term borrowings - net

Lease rentals paid

Finance cost paid

Dividend paid

Net cash (used in) / generated from financing activities
Net increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year
Cash and cash equivalents at year end comprises of:

Cash and bank balances
Running finance / running musharika

(2,920,398,628)

(1,823,862,313)

4,284,894,465
(3,368,836,091)
6,562,320,295
(1,043,044,067)
(7,285,975,890)
(14,147,686)
(5,250,794,423)

2,774,638,054
(2,993,242,097)
5,489,548,859
(897,210,735)
3,858,713,895
(12,861,533)
(5,703,893,040)
(25,788)

(6,115,583,397)

2,515,668,515

631,358,400
(2,095,383,155)

(1,552,502,415)
(542,880,740)

(1,464,024,755)

(2,095,383,155)

1,843,903,430
(3,307,928,185)

1,122,291,188
(3,217,674,343)

(1,464,024,755)

(2,095,383,155)

The annexed notes form an integral part of these financial statements.

ETM%W% \N_:fé &%‘Z’—Lf :

DIRECTOR DIRECTOR CHIEF FINANCIAL OFFICER

A



5}5@‘- Fazal Cloth Mills Limited ANNUAL REPORT 2026

2.2

23

Notes to the Financial Statements
For the Year Ended June 30, 2026

CORPORATE AND GENERAL INFORMATION

Fazal Cloth Mills Limited ("the Company") was incorporated in Pakistan in 1966 as a Public
Limited Company under the Companies Act, 1913 (now the Companies Act, 2017). The shares
of the Company are quoted on Pakistan Stock Exchange ('PSX'). The registered office of the
Company is situated at 69/7, Abid Majeed Road, Survey No. 248/7, Lahore Cantt, Lahore. The
Company is principally engaged in manufacture and sale of yarn and fabric. The manufacturing
facilities and warehouses are located at Fazal Nagar, Jhang Road, Muzaffargarh and Qadirpur
Rawan Bypass, Khanewal Road, Multan in the province of Punjab.

BASIS OF PREPARATION
Statement of compliance

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

- IFRS Accounting Standards issued by the International Accounting Standards Board
(IASB) as notified under the Companies Act, 2017; and

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

Where provisions of, directives and notifications issued under the Companies Act, 2017 differ
from the IFRS Accounting Standards, the provisions of, directives and notifications issued
under the Companies Act, 2017 have been followed.

The Company, during the year, made investment in a Subsidiary Company "Fazal Gas
Distribution Company Limited". The Subsidiary Company was incorporated on June 24, 2026
and as at reporting date had not commenced its operations. The Securities and Exchange
Commission of Pakistan, upon an application made by the Company, has granted exemption
under section 228(7) of the Companies Act. 2017 from the requirementto prepare consolidated
financial statements for the year ended June 30, 2026 vide its letter
no.SMD/PRDD/Comp/(80)/2022/30 dated September 09, 2026.

Basis of measurement

These financial statements have been prepared on the historical cost convention except for
certain items of property, plant and equipment that are stated at revalued amounts (note 5.1),
recognition of staff retirement benefits at present value (note 5.7) and revaluation of certain
financial instruments at fair values (note 5.10). The methods used to measure fair values are
discussed further in their respective policy notes.
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(a)

Functional and presentation currency

These financial statements have been prepared in Pak Rupees ('Rs.") which is the Company's
functional currency. All financial information has been rounded to the nearest rupee, except
when otherwise indicated.

ACCOUNTING ESTIMATES, JUDGEMENTS & MEASUREMENT OF FAIR VALUES

Use of estimates and judgements

The preparation of financial statements in conformity with approved accounting standards, as
applicable in Pakistan, requires management to make judgments, estimates and assumptions
that affect the application of policies and 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 from the basis of making the judgments about the carrying values of assets and liabilities
that are not readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlyingassumptions are reviewed on a continuous basis. Revisions to
accounting estimates are recognized in the period in which estimates are revised if the revision
affects only that period, or in the period of the revision and future periods affected.

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

Property, plant and equipment

The Company reviews the useful lives, residual values, depreciation method and rates for each
item of property, plant and equipment on regular basis by considering expected pattern of
economic benefits that the Company expects to derive from thatitem and the maximum period
up to which such benefits are expected to be available.

Any change in the estimates in future years might affect the carrying amounts of the respective
items of property, plant and equipment with a corresponding effect on the depreciation charge
and impairment.

The management of the Company reviews carrying amounts of its assets and cash generating
units for possible impairment and makes formal estimates of recoverable amount if there is any
such indication.

Revaluation of property, plant and equipment is carried out by independent professional
valuers. Revalued amounts of non-depreciable items are determined by reference to local
market values and that of depreciable items are determined by reference to present
depreciated replacement values.

The frequency of revaluations depends upon the changes in fair values of the items of property,
plant and equipment being revalued. When the fair value of a revalued asset differs materially
from its carrying amount, a further revaluation is required. Such frequent revaluations are
unnecessary for items of property, plant and equipment with only insignificant changes in fair
value. It may be necessary to revalue the item only every three to five years unless earlier
required.
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(b)

(c)

(d)

(e)

Stores, spares, loose tools and stock-in-trade

The Company reviews the stores, spares, loose tools and stock-in-trade for possible
impairment on an annual basis. Any change in the estimates in future years might affect the
carrying amounts of the respective items of stores, spares and loose tools and stock-in-trade
with a corresponding effect on the provision.

Expected credit loss (ECL)/ Loss allowance against trade debts, other receivables,
loan, advances and deposits, mark-up accrued and bank balances

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 assets’ original effective interest rate.

The Company has elected to measure loss allowances for trade debts using IFRS 9 simplified
approach and has calculated ECLs based on lifetime ECLs. The Company has established a
provision matrix that is based on the Company's historical credit loss experience, adjusted for
forward-looking factors specific to the debtors and the economic environment. When
determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECLs, the Company considers reasonable and supportable
information that is relevant and available without undue cost or effort.

This includes both quantitative and qualitative information and analysis, based on the
Company's historical experience and informed credit assessment including forward-looking
information.

The maximum period considered when estimating ECLs is the maximum contractual period
over which the Company is exposed to credit risk. Loss allowances for financial assets
measured at amortized cost are deducted from the gross carrying amount of the assets.

The Company reviews the recoverability of its trade debts, other receivables, loans advances
and deposits, mark-up accrued and bank balances to assess amount of loss allowance
required on an annual basis.

Provisions and Contingencies

The Company reviews the status of all pending litigations and claims against the Company.
Based on the judgment and the advice of the legal advisors for the estimated financial
outcome, appropriate disclosure or provision is made. The actual outcome of these litigations
and claims can have an effect on the carrying amounts of the liabilities recognized at the
statement of financial position date.

Employee benefits

The Company operates an un-funded gratuity scheme covering all eligible employees
completing the minimum qualifying period of service as specified by the scheme. Annual
provision is made on the basis of actuarial valuation to cover obligations under the scheme for
all employees eligible to gratuity benefits. The Projected Unit Credit method used for the
valuation of the scheme is based on assumptions stated in note 24.1. Calculations are
sensitive to change in underlying assumptions.
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Taxation

The Company takes into account the current income tax law and decisions taken by the taxation
authorities. Instances where the Company's views differ from the views taken by the income tax
department at the assessment stage and where the Company considers that its view on items of
material nature is in accordance with law, the amounts are shown as contingent liabilities.

The Company also regularly reviews the trend of proportion of incomes between 'Final Tax
Regime' income and 'Normal Tax Regime' income and the change in proportions, if significant,
is accounted for in the year of change.

Fair value of investments

The Company regularly reviews the fair value of investments including level 3 fair values. The
estimate of fair values are based on both observable market data and unobservable inputs. Any
change in estimate will effect the carrying value of investments with the correspondingimpact
on statement of profit or loss for investments carried at fair value through profit or loss and on
other comprehensive income for investments carried at fair value through OCI.

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES RESULTING FROM
NEW /| AMENDMENTS IN STANDARDS AND INTERPRETATION DURING THE YEAR
Standards, amendments to approved accounting standards and interpretations that are
effective and have been adopted by the Company

The accounting policies adoptedin the preparation of these financial statements are consistent
with those of the previous financial year, except for following amendments to accounting
standards which are effective for annual periods beginning on or after July 01, 2025 (unless
otherwise stated). The Company has not early adopted any other standard, interpretation or
amendment that has been issued but is not yet effective:

IFRS S1 General Requirement for Disclosure of Effective: July 01, 2025
Sustainability-Related Financial Information
IFRS S2 Climate Related Disclosure

These standards include the core framework for the disclosure of material information about
sustainability-related risk, opportunities across an entities' value chain and set out the
requirements for entities to disclose information about climate related risks and opportunities.

IFRS S1 requires entities to disclose information about its sustainability related risks and
opportunities that is useful to primary user of general purpose financial reporting in making
decisions relating to providing resources to the entity. The standard provide guidance on
identifying sustainability related risks and opportunities, and the relevant disclosures to be
made in respect of those sustainability related risks and opportunities.
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b)

IFRS S2 is a thematic standard that builds on the requirements of IFRS S1 and is focused on
climate related disclosures. IFRS S2 requires an entity to identify and disclose climate related
risks and opportunities that could affect the entities prospects over the short, medium and long
term. In addition, IFRS S2 requires and entities to consider other industries based metrics and
seven cross-industry metrics when disclosing qualitative and quantitative components on how
the entity uses metrics and targets to measure, monitor and manage identified material climate
related risks and opportunities. The cross-industry metrics include disclosure on green house
gas ('GHG') emissions, transition risks, physical risks, climate related opportunities, capital
development, internal carbon prices and remuneration.

The Company meets the specified criteria for Phase | applicability under the SECP’s order
dated December 31, 2024, as this represents the Company’s first year of compliance.
Accordingly, the Company has availed the first-year reporting relief provided under the SECP
Order, whereby the sustainability-related financial disclosures may be issued within nine
months from the close of the financial year. The Company will therefore issue its sustainability-
related financial disclosures separately by March 31, 2027, in respect of the year ended June
30, 2026, rather than presenting them together with these financial statements.

There are number of other standards, amendments and interpretations to the approved
accounting standards that are effective but are not relevant to the Company and therefore, have
not been presented here.

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

The following standards, interpretations and amendments as notified under Companies Act,
2017 are effective for accounting periods beginning from the dates specified below and have
not been early adopted by the Company:

Amendments to IFRS 9 and IFRS 7 - Classification Effective: January 01, 2026
and measurement of financial instruments

The amendments clarify the timing for recognizing and derecognizing certain financial assets
and liabilities, introduce an exception for some financial liabilities settled via electronic cash
transfers, provide additional guidance for assessing if a financial asset meets the Solely
Payment of Principal and Interest (‘SPP/’) criterion, require new disclosures for instruments
with cash flow changes linked to Environmental, Social and Governance (‘ESG’) targets, and
update disclosures for equity instruments designated at FVOCI.

IFRS 18 Presentation and Disclosure in Financial Effective: January 01, 2027
Statements

The new standard on presentation and disclosure in financial statements, IFRS 18, focuses on
updates to the statement of profit or loss. It introduces key concepts such as the structure of the
statement of profit or loss, required disclosures for certain profit or loss performance measures
reported outside the financial statements (management-defined performance measures), and
enhanced principles on aggregation and disaggregation applicable to the primary financial
statements and notes.
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Amendments to IAS 21 - Translation to a Effective: January 01, 2027
Hyperinflationary Presentation Currency

These amendments clarify how companies should translate financial statements from a
non—hyperinflationary currency into a hyperinflationary one.

The management anticipates that the adoption of the above standards, amendments and
interpretations in future periods, will have no material impact on the financial statements of the
Company other than in presentation and disclosures.

MATERIAL ACCOUNTING POLICY INFORMATION

The material accounting policies appliedin the preparation of these financial statements are set
out below. These polices have been consistently applied to all the years presented except for
the changes made during the year as detailed in notes 5.5 and 6 to these financial statements.
Property, plant and equipment

Owned assets
Freehold land is measured at revalued amount less impairment if any.

'Factory building', 'non-factory building', 'plant and machinery', 'electric fitting and installations',
'tools', 'laboratory equipment, sui gas installations and arms' and 'fire extinguishing equipment
and scales' are measured at revalued amount less accumulated depreciation and impairment if
any.

Office equipment, furniture and fixture and vehicles are measured at cost less accumulated
depreciation and impairment if any.

Cost comprises purchase price, including import duties and non-refundable purchase taxes,
after deducting trade discounts and rebates and other costs directly attributable to the
acquisition or construction including expenditures on material, labour and overheads directly
relating to construction, erection and installation of operating fixed assets.

Depreciationis charged on a systematic basis over the useful life of the assets, on reducing
balance method, which reflects the patterns in which the economic benefits are consumed by
the Company, at the rates specified in note 7.1. Depreciation on additions is charged when
available for use and is discontinued when the asset is disposed off.

An item of property, plantand equipmentis de-recognized when permanently retired from use.
The gain or loss on disposal or retirement of an asset represented by the difference between
the sale proceeds and the carrying amount of the asset is recognized as an income or
expense in the statement of profit or loss.

Major renewals and improvements to an item of property, plant and equipment are recognized
in the carrying amount of the item if it is probable that the embodied future economic benefits
will flow to the Company and the cost of renewal or improvement can be measured reliably.
The cost of the day-to-day servicing of property, plant and equipment are recognized in
statement of profit or loss as incurred.
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The asset's residual values and useful lives are continually reviewed by the Company and
adjusted if impact on depreciationis significant. The Company’s estimate of residual values of
property, plant and equipment as at June 30, 2026 does not require any adjustment as its
impact is considered insignificant.

Capital work-in-progress

Capital work in progress is stated at cost less identifiedimpairment loss, if any. Cost includes
expenditures on material, labour, appropriate directly attributable overheads and includes
borrowing cost in respect of qualifying assets if any, as stated in note 5.4. These costs are
transferred to operating fixed assets as and when assets are available for their intended use.

Revaluation surplus on property, plant and equipment

Revaluation of items of property, plant and equipment measured at revalued amount is carried
out with sufficient regularity to ensure that the carrying amount of assets does not differ
materially from the fair value. Any revaluation increase arising on the revaluation is recognized,
by restating gross carrying amounts and accumulated depreciation of respective assets being
revalued in proportion to the change in their carrying amounts due to revaluation, in other
comprehensive income and presented as a separate component of equity as ‘Revaluation
surplus on property, plant and equipment’, except to the extent that it reverses a revaluation
decrease for the same asset previously recognized in profit or loss, in which case the increase is
credited to statement of profit or loss to the extent of the decrease previously charged. Any
decrease in carrying amount arising on the revaluation is charged to statement of profit or loss
to the extent that it exceeds the balance, if any, held in the revaluation surplus on property, plant
and equipment relating to a previous revaluation of that asset.

The revaluation reserve is not available for distribution to the Company’s shareholders. The
revaluation surplus on item of property, plant and equipment measured at revalued amount,
except land, is transferred to unappropriated profit to the extent of incremental depreciation
charged. Upon disposal, any revaluation surplus is transferred to unappropriated profit.

Lease

At the inception of a contract, the Company assesses whether a contract is or contains lease.
A contract is, or contains, a lease if the contract conveys a right to control the use of an
identified asset for a period of time in exchange for consideration. To assess whether a
contract conveys the right to control the use of an identified asset, the Company uses the
definition of a lease in IFRS 16.

The Company recognizes a right of use asset and a lease liability at the lease commencement
date. The right of use asset is initially measured at cost which comprises the initial amount of
the lease liability adjusted for any lease payments made at or before the commencement date
plus any initial direct cost incurred less any lease incentive received. The right of use asset is
subsequently measured at cost less accumulated depreciation and impairment losses, and
adjusted for certain re-measurements of the lease liability, if any. The right of use assets is
depreciated using the straight line method from the commencement date to the end of the
lease term, unless the lease transfers ownership of the underlyingasset to the Company by
the end of the lease term or cost of the right of use asset reflects that the Company will
ercise a purch
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Inthat case the right of use asset will be depreciated over the useful life of the underlying asset,
which is determined on the same basis as those of property, plantand equipment. Right of use
asset is disclosed in the property, plantand equipmentas referred to in note 7.1 of the financial
statements.

The lease liability is initially measured at the present value of the lease payments that are not
paid at the commencement date, discounted using the interest rate implicit in the lease or if
that rate cannot be readily determined, the Company’s incremental borrowing rate. The
Company has used it incremental borrowing rate as the discount rate for leases where rate is
not readily available. The lease liability is subsequently increased by the interest cost on the
lease liability and decreased by lease payment made.

The lease liability is measured at amortized cost using the effective interest method. It is re-
measured when there is a change in future lease payments arising from a change inrate or a
change in the terms of the lease arrangement, if there is change in the Company’s estimate of
the amount expected to be payable under a residual value guarantee, if the Company changes
its assessment of whether it will exercise a purchase, extension or termination option or if there
is a revised in-substance fixed lease payment. When the lease liability is re-measured in this
way, a corresponding adjustmentis made to the carrying amount of the right of use asset, oris
recorded in statement of profit or loss if the carrying amount of the right of use asset has been

reduced to zero. Refer note 23 to these financial statements for disclosure of lease liability.
Short term leases and leases of low value assets

The Company has elected not to recognize right of use assets and liabilities for some leases of
low value assets. The Company recognizes the lease payments associated with these leases
as an expense on a straight line basis over the lease term.

Intangible assets

Expenditure incurred on intangible asset is capitalized and stated at cost less accumulated
amortization and any accumulated impairment losses. Finite life intangible assets are
amortized using the straight-line method over the estimated useful life of three years.
Amortization of intangible assets is commenced from the date an asset is capitalized.

Borrowing cost

Borrowings are recognized initially at fair value, net of transaction costs incurred. Borrowing
costs are recognized as an expense in the period in which these are incurred except to the
extent of borrowing cost that are directly attributable to the acquisition, construction or
production of a qualifyingasset, which are assets that necessarily take a substantial period of
time to get ready for their intended use or sale, are added to the cost of those assets to the
extentthe carrying amount of the assets does not exceed its recoverable value, until such time
as the assets are substantially ready for their intended use or sale.

Taxation

Income tax expense comprises current tax and deferred tax. Itis recognized in statement of
profit or loss except to the extent that it relates to items recognized directly in other
comprehensive income, in which case it is recognized in equity.
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Current

Current tax is the amount of tax payable on taxable income for the year, using tax rates enacted
or substantively enacted by the reporting date, and any adjustment to the tax payable in respect
of previous years. Provision for current tax is based on current rates of taxation in Pakistan
after taking into account tax credits, rebates and exemptions available,if any. The amount of
unpaid income tax in respect of the current or prior periods is recognized as a liability. Any
excess paid over what is due in respect of the current or prior periods is recognized as an
asset.

During the year, the Company changed its policy and designate the amount calculated on
gross amount of revenue or other basis (such as receipts or other values etc. as providedin
law) as a levy within the scope of IFRIC 21/IAS37 and recognise it as an operating expense.
Any excess over the amount designated as a levy is then recognised as current income tax
expense falling under the scope of IAS 12.

The effect of change in the accounting policy as stated above has been disclosed in note 6 to
the financial statement.

Deferred

Deferred tax is recognized using balance sheet liability method, providing for temporary
differences between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for taxation purposes. The amount of deferredtax provided is
based on the expected manner of realization or settlement of the carrying amount of assets
and liabilities, using the tax rates enacted or substantively enacted at the reporting date. A
deferred tax liability is recognized for all taxable temporary differences. A deferred tax asset is
recognized for deductible temporary differences to the extent that future taxable profits will be
available against which temporary differences can be utilized. Deferred tax assets are reviewed
at each reporting date and are reduced to the extentthat it is no longer probable that the related
tax benefit will be realized. Further, the Company recognizes deferred tax asset/ liability on
deficit/ surplus on revaluation of property, plant and equipment which is adjusted against the
related deficit/ surplus.

The Company accounts for the tax consequences of transactions and other events in the
same way that it accounts for the transactions and other events themselves. Thus, for
transactions and other events recognized in statement of profit or loss, any related tax effects
are also recognized in statement of profit or loss. For transactions and other events recognized
outside statement of profit or loss (either in other comprehensive income or directly in equity),
any related tax effects are also recognized outside profit and loss (either in other
comprehensive income or directly in equity, respectively).

Based on the revised policy as stated above, the management determined that the recognition
of deferred tax is no longer required as the minimum taxes paid paid by the Company may not
be released / adjustable the management expects the Company to remain subject to the
minimum tax regime.
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Levy

In accordance with the requirements of Income Tax Ordinance, 2001 (Ordinance), computation
of final / minimum taxes is not based on taxable income and as per revised guidance by IASB
(International Accounting Standards Board), these fall within the scope of IFRIC 21 (Levies)/
IAS 37 (Provisions, contingent liabilities and contingent assets) and accordingly have been
classified as levy in these financial statements. Further, the Company designate the amount
calculated on gross amount of revenue or other basis (such as receipts or other values etc. as
provided in law) as a levy within the scope of IFRIC21/IAS 37 and recognise it levyas an
operating expense. Any excess over the amount designated as a levy is then recognised as
current income tax expense falling under the scope of IAS 12.

Foreign currency

Transactions in foreign currencies are translated to the respective functional currencies of the
Company at exchange rates at the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies at the reporting date are retranslated to the functional
currency at the exchange rate at that date. The foreign currency gain or loss on monetary items
is the difference between amortized cost in the functional currency at the beginning of the year,
adjusted for effective interest and payments during the year, and the amortized cost in foreign
currency translated at the exchange rate at the end of the year.

Non-monetary assets and liabilities that are measured at fair value in a foreign currency are
retranslated to the functional currency at the exchange rate at the date that the fair value was
determined. Non-monetary items that are measured based on historical cost in a foreign
currency are translated using the exchange rate at the date of the transaction.

Foreign currency differences arising on retranslation are generally recognized in the statement
of profit or loss.

Employee retirement benefits

The Company operates an un-funded gratuity scheme covering all eligible employees
completing the minimum qualifying period of service as specified by the scheme. The
Company's net obligation in respect of defined benefit plan is calculated by estimating the
amount of future benefit that employees have earned in the current and prior periods,
discounting that amount. Calculation of defined benefit obligationis performed annually by a
qualified actuary using the 'Projected Unit Credit Method'.

Remeasurements of the net defined benefitliability, which comprise actuarial gains and losses,
are recognized immediately in other comprehensive income. The Company determines the net
interest expense on the net defined benefit liability for the period by applying the discount rate
used to measure the defined benefitobligationat the beginning of the annual period to the then
net defined benefit liability, taking into account any changes in the net defined benefit liability
during the period as a result of contributions and benefit payments.

Net interest expense and other expenses related to defined benefit plan are recognized in the

statement of profit or loss. Past service costs are immediately recognized in statement of profit
or loss.
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When the benefits of a plan are changed or when a plan is curtailed, the resulting change in
benefit that relates to past service or the gain or loss on curtailmentis recognized immediately
in statement of profitor loss. The Company recognizes gain and losses on the settlement of a
defined benefit plan when the settlement occurs.

Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as
a result of past events and it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligationand a reliable estimate of the obligationcan be
made. However, provisions are reviewed at each reporting date and adjusted to reflect current
best estimate.

Contingent liabilities
A contingent liability is disclosed when:

- there is a possible obligation that arises from past events and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the Company; or

- there is present obligation that arises from past events but it is not probable that an
outflow of resources embodyingeconomic benefits will be required to settle the obligation
or the amount of the obligation cannot be measured with sufficient reliability.

Financial instruments

Recognition and initial measurement

All financial assets or financial liabilities are initially recognized when the Company becomes a
party to the contractual provisions of the instrument.

A financial asset (unless it is a trade receivable without a significant financing component) or
financial liability is initially measured at fair value plus, for an item not at FVTPL,transaction
costs that are directly attributable to its acquisition or issue. A receivable without a significant
financing component is initially measured at the transaction price.

5.10.2 Classification and subsequent measurement

Financial assets

On initial recognition, a financial asset is classified as measured at amortized cost, fair value
through other comprehensive income (FVOCI) and fair value through profit or loss (FVTPL).

Financial assets are not reclassified subsequentto their initial recognitionunless the Company
changes its business model for managing financial assets, in which case all affected financial
assets are reclassified on the first day of the first reporting period following the change in the
business model.
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Amortized cost

A financial asset is measured at amortized cost if it meets both of the following conditions and
is not designated as at FVTPL.:

- it is held within a business model whose objective is to hold assets to collect contractual
cash flows; and

- its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

These assets are subsequently measured at amortized cost using the effective interest rate
method. The amortized cost is reduced by impairment losses. Interest income, foreign
exchange gains and losses and impairment are recognized in profit or loss. Any gain or loss on
derecognition is recognized in statement of profit or loss.

Financial assets measured at amortized cost comprise of cash and bank balances, deposits,
loan and advances, mark-up accrued, trade debts and other receivables.

Debt Instrument - FVOCI

A debt investment is measured at FVOCI if it meets both of the following conditions and is not
designated as at FVTPL:

- it is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets; and

- its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

These assets are subsequently measured at fair value. Interest income calculated using the
effective interest method, foreign exchange gains and losses and impairment are recognizedin
statement of profit or loss. Other net gains and losses are recognized in OCI. On
derecognition, gains and losses accumulated in OCl are reclassified to statement of profit or
loss. However, the Company has no such instrument at the reporting date.

Equity Instrument - FVOCI

On initial recognition of an equity investment that is not held for trading, the Company may
irrevocably elect to present subsequent changes in the investment’s fair value in OCI. This
election is made on an investment-by-investment basis.

These assets are subsequentlymeasured at fair value. Dividends are recognized as income in
profit or loss unless the dividend clearly represents a recovery of part of the cost of the
investment. Other net gains and losses are recognized in OCI| and are never reclassified to
statement of profit or loss.

The Company's investments measured at FVOCI are included in note 8 of these financial
statements.
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Fair value through profit or loss (FVTPL)

Allfinancial assets not classified as measured at amortized cost or FVOCI as described above
are measured at FVTPL.

On initial recognition, the Company may irrevocably designate a financial asset that otherwise
meets the requirements to be measured at amortized cost or at FVOCI as at FVTPL if doing so
eliminates or significantly reduces an accounting mismatch that would otherwise arise.

These assets are subsequently measured at fair value. Net gains and losses, including any
interest or dividend income, are recognized in statement of profit or loss.

Financial asset measured at FVTPL comprises of investment in term finance certificate and
short term investments in equity instrument as detailed in note 8 and 16 of these financial
statements.

Financial assets — Business model assessment:

For the purposes of the assessment, ‘principal’is defined as the fair value of the financial asset
on initial recognition. ‘Interest’ is defined as consideration for the time value of money and for
the credit risk associated with the principal amount outstanding during a particular period of
time and for other basic lending risks and costs (e.g. liquidity risk and administrative costs), as
well as a profit margin.

In assessing whether the contractual cash flows are solely payments of principal and interest,
the Company considers the contractual terms of the instrument. This includes assessing
whether the financial asset contains a contractual term that could change the timing or amount
of contractual cash flows such that it would not meet this condition. In making this assessment,
the Company considers:

contingent events that would change the amount or timing of cash flows;
- terms that may adjust the contractual coupon rate, including variable-rate features;
- prepayment and extension features; and

- terms that limit the Company’s claim to cash flows from specified assets (e.g. non-
recourse features).

Financial liabilities

Financial liabilities are classified as measured at amortized cost or FVTPL. Afinancial liability is
classified as at FVTPL if itis classified as held-for-trading, it is a derivative or it is designated as
such on initial recognition. Financial liabilities at FVTPL are measured at fair value and net gains
and losses, including any interest expense, are recognized in statement of profit or loss. Other
financial liabilities are subsequently measured at amortized cost using the effective interest
method. Interest expense and foreign exchange gains and losses are recognized in statement
of profit or loss or capitalized as stated in note 5.4. Any gain or loss on derecognition is also
recognized in statement of profit or loss.

Financial liabilities comprises of trade and other payables, long term and short term financing,
dividend payable, accrued markup and lease liability.
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5.10.3 Derecognition
Financial assets

The Company derecognizes a financial asset when the contractual rights to the cash flows
from the financial asset expire, or it transfers the rights to receive the contractual cash flows in
a transaction in which substantially all of the risks and rewards of ownership of the financial
asset are transferred or in which the Company neither transfers nor retains substantially all of
the risks and rewards of ownership and it does not retain control of the financial asset.

The Company might enter into transactions whereby it transfers assets recognized in its
statement of financial position, but retains either all or substantially all of the risks and rewards
of the transferred assets. In these cases, the transferred assets are not derecognized.

Financial liabilities

The Company derecognizes a financial liability when its contractual obligations are discharged
or cancelled, or expire. The Company also derecognizes a financial liability when its terms are
modified and the cash flows of the modified liability are substantially different, in which case a
new financial liability based on the modified terms is recognized at fair value.

On derecognition of a financial liability, the difference between the carrying amount extinguished
and the consideration paid (including any non-cash assets transferred or liabilities assumed) is
recognized in statement of profit or loss.

5.10.4 Impairment
Financial assets
The Company recognizes loss allowances for ECLs on:

- financial assets measured at amortized cost;
- debt investments measured at FVOCI; and
- contract assets.

The Company measures loss allowances at an amount equal to lifetime ECLs, except for the
following, which are measured at 12-month ECLs:

- debt securities that are determined to have low credit risk at the reporting date; and

- other debt securities and bank balances for which credit risk (i.e. the risk of default
occurring over the expected life of the financial instrument) has not increased significantly
since initial recognition.

12-month ECLs are the portion of ECLs that result from defaultevents that are possible within
the 12 months after the reporting date (or a shorter period if the expected life of the instrument
is less than 12 months). The Company measured its long term advances and related markup
to associated companies under the general approach.

When determining whether the credit risk of a financial asset has increased significantly since
initial recognition and when estimating ECLs, the Company considers reasonable and
supportable information that is relevant and available without undue cost or effort. This includes
both quantitative and qualitative information and analysis, based on the Company’s historical
experience and informed credit assessment and including forward-looking information.

O




5}5@‘- Fazal Cloth Mills Limited ANNUAL REPORT 2026

The Company assumes that the credit risk on a financial asset has increased significantly if it
is more than past due for a reasonable period of time. Lifetime ECLs are the ECLs that result
from all possible defaultevents over the expected life of a financialinstrument. 12-month ECLs
are the portion of ECLs that result from default events that are possible within the 12 months
after the reporting date (or a shorter period if the expected life of the instrument is less than 12
months). The maximum period considered when estimating ECLs is the maximum contractual
period over which the Company is exposed to credit risk.

Loss allowances for financial assets measured at amortized cost are deducted from the Gross
carrying amount of the assets.

The gross carrying amount of a financial asset is written off when the Company has no
reasonable expectations of recovering of a financial asset in its entirety or a portion thereof. The
Company individually makes an assessment with respect to the timing and amount of write-off
based on whether there is a reasonable expectation of recovery.

The Company expects no significant recovery from the amount written off. However, financial
assets that are written off could still be subject to enforcement activities in order to comply with
the Company's procedures for recovery of amounts due.

Non-financial assets

The carrying amount of the Company’s non-financial assets, other than inventories and
deferred tax 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.
The recoverable amount of an asset or cash generatingunit is the greater of its value in use
and its fair value less cost to sell. In assessing value in use, the estimated future cash flows
are discounted to their present values using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset or cash generating
unit.

An impairment loss is recognized if the carrying amount of the assets or its cash generating
unit exceeds its estimated recoverable amount. Impairment losses are recognized in statement
of profitor loss. Impairmentlosses recognized in respect of cash generating units are allocated
to reduce the carrying amounts of the assets in a unit on a pro rata basis. Impairment losses
recognized in prior periods are assessed at each reporting date for any indications that the loss
has decreased or no longer exists. An impairmentloss is reversed if there has been a change
in the estimates used to determine the recoverable amount. An impairment loss is reversed
only to that extent that the asset’s carrying amount after the reversal does not exceed the
carrying amount that would have been determined, net of depreciation and amortization, if no
impairment loss had been recognized.

5.10.5 Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is presented in the
statement of financial position when, and only when, the Company currently has a legally
enforceable right to set off the amounts and it intends eitherto settle them on a net basis or to
realize the asset and settle the liability simultaneously.
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Acquisition of assets that do not constitute a business

When the Company acquires an asset or a Company (including any liabilities assumed) that
does not constitute a business, then the transaction is outside the scope of IFRS 03 'Business
Combinations' since it does not meet the definition of a business combination.

Such transactions are accounted for by the Company as asset acquisitions in which the cost
of acquisition is generally allocated between the individual identifiable assets and liabilities
acquired based on their relative fair values at the date of acquisition. These transactions do not
give rise to goodwill or a gain on a bargain purchase.

Assets acquired in an asset acquisition are recognized based on the cost of acquisition. The
cost of an asset acquisition may comprise the following:

- cash or cash equivalent price at the date of acquisition;

- fair value of non-cash consideration (e.g. non-cash assets given up or liabilities
assumed); and

- transaction costs directly attributable to the acquisition of the assets.

Under asset acquisition, for any identifiable asset or liability initially measured at an amount
other than cost, the Company initially measures that asset or liability at the amount specified in
the applicable IFRS Standard. The Company deducts from the transaction price, the amounts
allocated to the assets and liabilities initially measured at an amount other than cost, and then
allocates the residual transaction price to the remaining identifiable assets and liabilities based
on their relative fair values at the date of the acquisition.

Investments in associates

Associates are the entities over which the Company has significant influence but not control.
Significantinfluence is generally considered where shareholding percentage is between 20% to
50% of the voting shares. However, such significant influence can also arise where
shareholding is lesser than 20% but due to other quantitative factors e.g. Company’s
representation on the Board of Directors of investee Company, the Company can exercise
significant influence. Investments in associates are accounted for using the equity method of
accounting in these financial statements and are initially recognized at cost. If the ownership
interest is reduced but significant influence is retained, gain / loss on the partial disposal of
ownership interest is recognized in the statement of profit or loss as the difference between the
proceeds from the sale and the cost of investment sold. The cost of investment is disposed off on
weighted average basis.

The Company’s share of its associate’s post-acquisition profits or losses, movement in other
comprehensive income, and its share of post-acquisition movements in reserves is recognized
in the statement of profit or loss, statement of comprehensive income and reserves
respectively. When the Company’s share of losses in associates / joint ventures equals or
exceeds its interest in the associate including any other unsecured receivables, the Company
does not recognize further losses, unless it has incurred legal or constructive obligations or
made payments on behalf of the associates. The cumulative post-acquisition movements are
adjusted against the carrying amount of the investment. Distributions received from an
associate reduce the carrying amount of the investment.
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The carrying amount of equity accounted investments is tested for impairment in accordance
with policy described for non-financial asset in note 5.10.4.
Stores, spares and loose tools

These are stated at lower of cost and net realizable value. Cost is determined using the
weighted average method. ltems in transit are valued at cost comprising invoice value plus
other charges paid thereon.

Stock-in-trade

These are stated at the lower of cost and net realizable value except for waste stock which is
valued at net realizable value.

Cost has been determined as follows:
- Raw materials Weighted average cost

- Work-in-process and finished goods Cost of direct materials, labour and
appropriate manufacturing overheads.

Materials in transit comprises of invoice value plus other charges paid thereon.

Net realizable value signifies the estimated selling price in the ordinary course of business less
estimated costs of completion and estimated costs necessary to make the sale necessarily to
be incurred in order to make a sale.

Trade Debts

These are classified at amortized cost and are initially recognized when they are originated
and measured at fair value of considerationreceivable. These assets are written off when there
is no reasonable expectation of recovery.

Revenue recognition

Revenuerepresents the fair value of the considerationreceived or receivable for sale of goods,
net of returns, allowances, trade discounts, rebates and sales tax. Revenue is recognized
when or as performance obligations are satisfied by transferring control of a promised goods or
services to a customer, and control either transfers over time or point in time.

Other income

Income on bank deposits is accrued on a time proportion basis by reference to the principal
outstanding and the applicable rate of return. Foreign currency gains and losses are reported
on a net basis.

Dividend income and entitlement of bonus shares are recognized when the right to receive is
established.

Gains and losses on sale of investments are accounted for on disposal of investments.
Cash and cash equivalents

Cash and cash equivalents for the purpose of statement of cash flows comprise cash in hand
and cash at banks. Short term running finance facilities availed by the Company are also
recorded as part of cash and cash equivalents. Cash and cash equivalents are carried in
statement of financial position at amortised cost.
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5.19

5.20

5.21

5.22

Contract liabilities

A contract liability is the obligation of the Company to transfer goods or services to a customer
for which the Company has received consideration (or an amount of considerationis due) from
the customer. If a customer pays consideration before the Company transfers goods or
services to the customer, a contract liabilityis recognized when the payment is made or the
payment is due (whichever is earlier). Contract liabilities are recognized as revenue when the
Company performs under the contract. It also includes refund liabilities arising out of
customers® right to claim amounts from the Company on account of contractual delays in
delivery of performance obligations and incentive on target achievements.

Operating segment

An operating segment is a component of the Company that engages in business activities from
which it may earn revenues and incur expenses. All operating segments' operating results are
regularly reviewed by the Company's Chief Executive Officer to make decisions about
resources to be allocated to the segment and assess its performance, and for which discrete
financial information is available. The details related to operating segments are disclosed in
note 47.

Earnings per share ('EPS’)

Basic EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the
Company by the weighted average number of ordinary shares outstanding during the year.

Diluted EPS is calculated by adjusting basic EPS by the weighted average number of ordinary
shares that would be issued on conversion of all dilutive potential ordinary shares into ordinary
shares and post-tax effect of changes in profit and loss atiributable to ordinary shareholders of
the Company that would result from conversion of all dilutive potential ordinary shares into
ordinary shares.

Dividend distribution

Dividendis recognized as a liability in the statement of financial position in the year in which it is
declared and approved. Appropriations of profit are reflected in the statement of changes in
equity in the period in which such appropriations are approved.

RESTATEMENT DUE TO CHANGE IN ACCOUNTING POLICY AND REVERSAL OF
DEFERRED TAX

As stated in note 5.5.1 to these financial statements, during the year, the Company changed its
policy regarding recognition and measurement of income tax and levies and designate the
amount calculated on gross amount of revenue or other basis (such as receipts or other values
elc. as provided in law) as a levy within the scope of IFRIC 21/1AS 37 and recognise it as an
operating expense. Any excess over the amount designated as a levy is then recognised as
current income tax expense falling under the scope of IAS 12 "Income taxes". Based on the
revised policy, the Company reassessed the recognition and measurement of deferred tax in its
financial statements in light of the Application Guidance issued by the Institute of Chartered
Accountants of Pakistan (ICAP) vide Circular No. 07 of 2024 dated May 15, 2024, as well as the
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abolition of the final tax regime on export sales through the Finance Act, 2025. Based on this
reassessment, management determined that the deferred tax liability previously recognized
was no longer required, as the Company's management expects the Company to remain
subject to the minimum tax regime in foreseeable future. Based on the revised assessment of
the Company’s tax position and the applicable accounting requirements, management
concluded that the deferred tax liability previously recognized in the financial statements should
be reversed. Accordingly, the Company has restated its financial statements.
The restatement, due to aforementioned reasons, resulted in the reversal of the deferred tax
liability previously recognized, with a corresponding adjustment to the related tax expense,
revaluationsurplus and retained earnings, as applicable. The impact of the restatement on the
financial statements is summarized below:
As previously Restatement As restated
reported
----- Rupees -----
As at June 30, 2025
Effect on statement of financial position
Deferred liabilities (deferred taxtion) 9,501,841,903 (9,501,841,903) -
Revaluation surplus on property, plant
and equipment 17,970,136,770  6,701,332,186 24,671,468,956
Unappropriated profit - revenue reserves 9,048,716,202 2,741,794,590 11,790,510,792
Others capital reserves 19,616,563,165 58,715,127 19,675,278,292
Effect on statement of profit or loss
Deferred tax 265,627,165 (265,627,165) -
Earnings per share (Rupees) 3.90 8.86 12.76
As at June 30, 2024
Effect on statement of financial position
Deferred liabilities (deferred taxtion) 9,234,269,159 (9,234,269,159) -
Revaluation surplus on property, plant
and equipment 18,554,848,169  7,075,164,064 25,630,012,233
Unappropriated profit - revenue reserves 23,457,160,434 2,102,335,547 25,559,495,981
Others capital reserves 2,009,381,395 56,769,548 2,066,150,943
7. PROPERTY, PLANT AND EQUIPMENT 2026 2025
Note ---Rupees---
Operating fixed assets 71 65,386,789,477 50,716,603,453
Right of use Asset 71 28,717,903 34,461,484
Capital work-in-progress 7.3 2,705,793,684 1,416,298,656

68,121,301,064  52,167,363,593
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7.1.1 Depreciation for the year has 2026 2025
been allocated as under: ---Rupees---
Cost of sales 2,127,397,824 2,158,056,322
Administrative expense 122,333,498 135,240,418

2,249,731,322 2,293,296,740

7.1.2 All assets of the Company as at June 30, 2026 are located in Pakistan.

7.1.3 The latest valuation of the Company's assets was carried out on June 30, 2026. The Category
wise gross revalued amounts along with forced sale values, as at that date, are given below:

Gross revalued Forced sales

--------- Rupees ---------
Freehold land 12,436,339,001 10,570,888,000
Factory building on free hold land 10,072,568,695 8,847,742,000
Non-factory building on free hold land 4,877,684,614 4,153,169,000
Non-factory building on lease hold land 229,764,561 262,353,000
Plant and machinery 34,500,450,371 31,222,340,000
Electric fittings and installations 2,478,604,906 2,112,233,000
Sui gas installations 24,500,000 20,825,000
Tools, laboratory equipment and arms 294,127,892 250,009,000
Fire extinguishing equipment and scales 69,099,999 58,735,000

64,983,140,039 57,498,294,000

7.1.4 Hadthere been no revaluation of the freehold land, factory building on freehold land, non-factory
building on free hold and leasehold land, thereon and plant and machinery, electric fittings and
installations, sui gas installations, tools laboratory equipment and arms, fire fighting and
weighing scales, the net book value as of June 30, 2026 would have been as follows:
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E— 2026 2025
---Rupees---

Freehold land 1,067,236,012 1,067,236,012
Factory building 2,614,758,095 2,607,375,299
Non-Factory building - freehold land 1,058,702,003 1,109,363,697
Non-Factory building- leasehold land 63,697,271 72,242,146
Plant & machinery 20,469,781,088 19,601,372,355
Electric fitting & installations 917,442,003 962,226,468
Sui gas installations 9,352,247 9,864,413
Tools, lab equipments & arms 101,882,529 108,973,983
Fire extinguishing equipment & scale 39,059,387 38,903,481

26,341,910,635 25,577,557,854

7.1.5 Particulars of immoveable fixed assets (i.e. land and building) in the name of the Company are

as follows:

Particulars

Location

Total Area

Free hold land (Manufacturing Unit)

Free hold land
(Manufacturing Unit, Open Area)

Free hold land (Residential Colony)

Free hold land
(residential colony, Open Area)
Free hold land (Manufacturing Unit)

Free hold land (Residential Colony)

Free hold land
(Manufacturing Unit, Open Area)

Free hold land (Manufacturing Unit)
Free hold land (Residential Colony)
Free hold land

(Administrative Storage Unit)

Free hold land

Jhang Road, Muzaffargarh

Jhang Road, Muzaffargarh

Jhang Road, Muzaffargarh

Jhang Road, Muzaffargarh

Moza Khanpur Shumali,Muzaffargarh
Moza Khanpur Shumali,Muzaffargarh

Qadirpur Rawan bypass
Khanewal Road, Multan

Qadirpur Rawan bypass
Khanewal Road, Multan

Qadirpur Rawan bypass
Khanewal Road, Multan

Sarwar Road, Multan

Bahawalpur Road, Multan

544 kanal and 16 marlas & 136 square feet

43 kanal and 11 marlas

107 kanal and 15
marlas

56 kanal and 7 marlas & 229 square feet

157 kanal and 19 marlas
13 kanal

178 kanal and 9 marlas
576 kanal and

18 marlas

92 kanal and 8 marlas

15 marlas

7 kanal and 9 marlas

Factory buildings, non-factory building, plant and machinery, electric fitting and installation and
sui gas installation are located on above mentioned free hold land, whereas, building on
leasehold land (Head office building) is constructed on land held under lease, measuring 7
kanal, 13 marla and 153 square feet, located at 59/3, Abdali Road, Multan.

©
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7.21 During the year, the Company has written-off fixed assets costing Rs.142.810 million having
written down value of Rs. 42.150 million, as these assets were no more in use of the

7.3

7.4

7.41

©

Company.

Capital work-in-progress - cost
Note
Balance as at July 01,

Additions during the year
Transfers during the year 71
Balance as at June 30, 7.4

Breakup of capital work-in-progress:
Building on free hold land
Non-factory building on free hold land

Plant and machinery {(Including in transit
aggregating Rs. 82.888 million)}

Electric fittings and installations
Tools, lab, equipment & arms
Furniture and fixtures

Office equipment

Advances to suppliers - unsecured,
considered good 7.41

2026 2025
---Rupees---
1,416,298,656 348,770,502

3,458,771,685  2,444,240,116
(2,169,276,657)  (1,376,711,962)

2,705,793,684 1,416,298,656

314,277,335 92,393,493
81,711,958 37,145,587

1,351,661,312 1,071,186,694

6,375,100 773,548
- 49,415

- 25,424
13,356,437 1,635,990
938,411,542 213,088,505

2,705,793,684 1,416,298,656

These mainly includes advances against civil works, plant and machinery and vehicles and are

in the normal course of business.

LONG TERM INVESTMENT
Note

Subsidiary companies - at cost method

Fazal Gas Distribution Company Limited

10,000 ordinary shares of Rs.10 each 8.1
Equity held: 100%

At fair value through OCI

Fatima Fertilizer Company Limited

- quoted 8.2

Fatima Energy Limited (FEL) - unquoted 8.3

Fatima Transmission Company 8.4
Limited (FTCL) - unquoted

Multan Real Estate (Private) Limited 8.5

Limited (MREL) - unquoted

2026 2025
---Rupees---

100,000 -

10,412,913,324 6,262,236,622
2,146,435,459 3,520,811,224
60,139,569 97,758,789

339,787,301 327,322,803

12,959,275,653 10,208,129,438
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Note 2026 2025

Associated companies - at equity method ---Rupees---
Fatima Transmission Company Limited - unquoted
- Ordinary shares - unquoted 8.6 - -
Fatima Electric Company Limited - unquoted
- Ordinary shares - unquoted 8.6 - -
At fair value through P&L
Term finance certificates 8.8 40,000,000 40,000,000

12,999,375,653 10,248,129,438

8.1 Fazal Gas Distribution Company Limited is a wholly owned Subsidiary Company incorporated
in Pakistan on June 24, 2026 and is engaged in the business of purchase, sale, store,
transport, market, distribute, and supply of all kinds of petroleum and petroleum products. The
Subsidiary Company has not commenced its business and operation as at reporting date.

8.2 At fair value through OCI

Market value Percentage
per share of holding
2026 2025 2026 2025 2026 2025 2026 2025
Note Number Rup

Shares Market value

Fatima Fertilizer Company
Limited - related party, quoted  8.2.1 _62,994,031 62,994,031 10,412,913,324 6,262,236,622 165.30 9941 3.00% 3.00%

8.2.1 The investments in Fatima Fertilizer Company Limited '(FFCL)' has been designated as fair
value through OClunder IFRS9. FFCL is an associated undertakingof the Company as per
the Companies Act 2017, however, for the purpose of measurement it has been classified as
investment at fair value through OCI. The Company does not have significant influence on
FFCL. These shares are pledged as security with commercial bank as referred in note 26.

Shares Fair value Percentz.age of
holding
2026 2025 2026 2025 2026 2025
8.3 Fatima Energy Limited Note Number: Rupees
- related party, unquoted
Ordinary Shares - unquoted 108,300,000 108,300,000 424,536,000 696,369,000 19.00% 19.00%

Non voting, non cumulative, redeemable,
convertible Preference Shares - unquoted 8.3.1 439,260,066 439,260,066 1,721,899,459  2,824,442,224 36.86% 36.86%
547,560,066 547,560,006  2,146,435459 3,520,811,224

8.3.1 The Company holds 36.86% preference shares in FEL, howeverthe Company believes that it
does not have significant influence in the investee company. This investmentin FEL (ordinary
shares and preference shares) has been designated at fair value through OClunder IFRS9.
The fair value at reporting date has been determined by an independent valuer and has been
designated at Level 3 as mentioned in note 40.

©
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Following major terms and conditions for issuance of preference shares are agreed by both
companies.

- Preference shares are unlisted, perpetual, non cumulative, redeemable and convertible.

- A conversion option of preference shares into ordinary shares with ratio of 1:1 after a
period of 5 years and a redemption option after 21.5 years stands with the issuer of
preference shares i.e. FEL

- Preference shareholders have no voting rights and does not carry entitlement of ordinary
shares, right issue or bonus issue.

- Preference shareholders will be entitled up to 60% of profit after tax subject to discretion
of the Board of Directors and approval of shareholders of FEL.

- Preference will be given to preference shareholders before declaring dividend to ordinary
shareholder.

- If the FEL has no surplus/distributable profits available at the end of any financial year, no
dividend shall be declared. The dividend will also not accumulate.

- Preference shares shall be transferrable among the Preference shareholders.

- The face value of preference shares shall not be higher than the par value of existing
ordinary shares i.e. Rupees 10 each.

- At the time of winding up, the holders of the preference shares are entitled to a pro rata
share of FEL's available net assets.

Fatima Energy Limited 2026 2025
- Preference Shares ---Rupees---
Balance as at 01 July 2,824,442,224 3,149,494,673
Fair value loss recognized in
Statement of Comprehensive Income' (1,102,542,765) (325,052,449)
Balance as at June 30, 1,721,899,459 2,824,442,224
Shares Fair value Percent.age of
holding
2026 2025 2026 2025 2026 2025
Note Number Rupees

Fatima Transmission Company Limited
- unquoted (preference shares)

Non voting, non cumulative, redeemable
convertible Preference Shares - unquoted ~ 8.4.1 12,795,653 12,795,653 60,139,569 97,758,789 30.71% 30.71%
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The Company holds 30.71% of preference shares in FTCL, however the Company believes
that it does not have significantinfluence as preference shares currently do not carry any voting
rights nor any current access to the returns associated with an underlyingownership interest.
This investment in FTCL's preference shares has been designated at fair value through OCI
under IFRS 9. The fair value at reporting date has been determined by an independent valuer
and has been designated at Level 3 as mentioned in note 40.

Following major terms and conditions for issuance of preference shares are agreed by both
companies:

- These preference shares are unlisted, perpetual, non cumulative, redeemable and
convertible.

- A conversion option of preference shares into ordinary shares with ratio of 1:1 after a
period of 5 years and a redemption option after 21.5 years stands with the issuer of
preference shares i.e. FTCL.

- Preference shareholders have no voting rights and does not carry entitlement of ordinary
shares, right issue or bonus issue.

- Preference shareholders will be entitled up to 60% of profit after tax subject to discretion
of the Board of Directors and approval of shareholders of FTCL.

- Preference will be given to preference shareholders before declaring dividend to ordinary
shareholder.

- If the FTCL has no surplus/distributable profits available at the end of any financial year,
no dividend shall be declared. The dividend will also not accumulate.

- Preference shares shall be transferrable among the Preference shareholders.

- The face value of preference shares shall not be higher than the par value of existing
ordinary shares i.e. Rupees 10 each.

- At the time of winding up, the holders of the preference shares are entitled to a pro rata
share of FTCL's available net assets.

Fatima Transmission Company Limited 2026 2025

- Preference Shares ---Rupees---

Balance as at July 01, 97,758,789 98,910,398
Fair value loss recognized in 'Statement

of Comprehensive Income' (37,619,220) (1,151,609)
Balance as at June 30, 60,139,569 97,758,789

This represents 17.04% (2025: 17.04%) ordinary shares of Multan Real Estate (Private) Limited
(MREL), which is a dormant entity. The latest valuationis based on adjusted net asset value of
MREL as at June 30, 2026 and has been designated at level 3 as mentioned in note 40.
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8.6  Associated companies with significant influence under equity method

Shares Carrying value Percentage of

holding
2026 2025 2026 2025 2026 2025
Note ----------- Number Rupees------------
Fatima Transmission Company
Limited - unquoted
Ordinary Shares - unquoted 8.6.1 5,520,000 5,520,000 - - 24.00% 24.00%
Fatima Electric Company
Limited - unquoted 8.6.2 7,000 7,000 - - 20.00% 20.00%

5,527,000 5,527,000

8.6.1 Fatima Transmission Company Limited (FTCL), was incorporated in Pakistan on December
26, 2014 as a public limited company under the repealed Companies Ordinance (now
Companies Act, 2017). The principal activity of FTCL includes operation and maintenance of
transmission lines, electrical transmission facilities, electrical circuits, transformers and sub-
stations and the movement & delivery of electric power. The share of loss has been restricted to
costofinvestment.

8.6.2 Fatima Electric Company Limited (FECL)was incorporated in Pakistan on February 29, 2016
as a public limited company under the repealed Companies Ordinance (now Companies Act,
2017). The principal activity of FECL is to carry on supplying, generating, distributing and
dealing in electricity and all forms of energy and power generated by any source.

8.7 Investments of the Company in associated companies has been accounted for under equity
method of accounting based on their un-audited management financial statements for the year
ended June 30, 2026.

8.7.1 Reconciliation of carrying value of investments in associated companies accounted for under
equity method:

2026
FTCL FECL
(Un-audited) (Un-audited)
--------- Rupees - - ---=--=---
Cost of investment
- Ordinary shares 55,200,000 70,000
55,200,000 70,000

Company's share of loss - post acquisition:
Balance at July 01, (55,200,000) (70,000)

Statement of profit or loss
- share of loss - -
- share of tax - -

(55,200,000) (70,000)
Net investment at June 30,
- Ordinary shares - -
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2025
FTCL FECL
(Audited) (Audited)
--------- Rupees - ---------

Cost of investment
- Ordinary shares 55,200,000 70,000

55,200,000 70,000

Company's share of loss - post acquisition:
Balance at 01 July (55,200,000) (70,000)

Statement of profit or loss
- share of loss - -
- share of tax - -

(55,200,000) (70,000)
Balance at June 30, - -

8.7.2 Since the Company’s investment in equity accounted investment has reduced to zero due to
post acquisition losses and keepingin view the materiality of these investments, summarized
financial information of these equity accounted investment has not been presented in these

financial statements.
8.8  This representsinvestmentin TFC of Bank Al Habib Limited (BAHL) and Bank of Punjab (BOP)

of Rs. 25 million and Rs. 15 million respectively. These carry mark-up at the rate of 6 months
Kibor plus spread (1.65% for BAHL and 2% for BOP).

9. LONG TERM ADVANCES AND MARK-UP ACCRUED 2026 2025
Note ---Rupees---
Fatima Transmission Company Limited 9.1
- associate 13,748,696 13,748,696
Pak Arab Energy Limited - associate 9.2 25,904,160 25,904,160
39,652,856 39,652,856
Less: Loss allowance for the year 9.4 (39,652,856) (39,652,856)

9.1 This represents the mark-up accrued on advances disbursed to meet the working capital
requirements, operational / capital nature needs of FTCL in prior years. This loan carried
markup at the rate of average borrowing cost of the Company. The outstanding amount of
advance of FTCL was converted into preference shares and the closing balance represented
markup accrued was fully provided for.

O
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9.2

9.3

9.4

10.

10.1

This represents advances disbursed to Pak Arab Energy Limited to meet the working capital
requirements, operational / capital nature needs. The loan carries mark-up at the rate of
average borrowing cost of the Company. Effective mark-up rate charged by the Company
during the year ranged from 12.25% to 13.59% per annum (2025: 12.88% to 22.35% per
anum). Balance of advance and the related markup has been fully provided for being doubtful
of recovery.

Maximum outstanding balance with reference to month end balances:

2026 2025 2026 2025
Month Month Rupees Rupees
Fatima Transmission Company Limited Jun-26 Jun-25 13,748,696 13,748,696
Pak Arab Energy Limited (PAEL) Jun-26 Jun-25 25,904,160 25,904,160

This represents loss allowance against the receivable amounts due from FTCL and PAEL
amountingRs. 13.75 million and Rs. 25.90 million respectively. The said advance and mark-up
have been provided for in accordance with the requirement of IFRS 09.

STORES, SPARES AND LOOSE TOOLS 2026 2025
---Rupees---

Stores 477,262,157 346,069,559

Spares [ In-transit: Rs. 124.53 million

(2025: Rs. 188.18 million)] 1,893,063,274 1,972,945,902

Loose tools 1,169,211 1,416,171
2,371,494,642 2,320,431,632

Provision for slow moving items (9,587,598) (9,587,598)

2,361,907,044 2,310,844,034

Provision for slow moving items
Balance as at July 01, 9,587,598 3,215,560
Provision made during the year - 6,372,038

Balance as at June 30, 9,587,598 9,587,598
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2026 2025
1. STOCK IN TRADE Note ---Rupees---
Raw material [In-transit: Rs. 5,874.050 million
(2025: Rs. 4,954.033 million)] 11 19,024,267,194 19,128,039,516
Work-in-process 1,164,735,768 1,090,597,209
Finished goods [In-transit: Rs. Nil
(2025: Rs. 91.606 million)]
Yarn 1.1 7,387,005,615 11,464,519,087
Fabric 1,159,777,804 1,021,542,292
Waste 828,243,232 956,847,495

9,375,026,651 13,442,908,874

29,564,029,613 33,661,545,599

11.1 It includes stock amounting to Rs. 3.498 billion (2025: Rs. 4.753 billion) pledged as security
against borrowings from banking companies.

12. TRADE DEBTS 2026 2025
Note ---Rupees---

Export debtors - secured against
letters of credit:
Considered good 2,720,304,719 2,248,569,443

Local debtors - unsecured
Related Parties - considered good 12.1 & 12.2 1,896,978,892 1,478,389,088

Others - considered good 10,623,166,173 8,540,039,774
Others - considered doubtful 49,681,610 44,665,120
12,569,826,675 10,063,093,982

Loss allowance against trade debts 12.4 (49,681,610) (44,665,120)

15,240,449,784 12,266,998,305
12.1 Trade debts due from following related parties on account of trading activities.

2026 2025
---Rupees---
Ahmad Fine Textile Mills Limited 1,841,402,690 1,413,863,233
Reliance Weaving Mills Limited 55,242,890 64,276,346
Fatima Fertilizer Company Limited 333,312 249,509

1,896,978,892 1,478,389,088

@
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12.2 Maximum outstanding balance with reference to month end balances:

2026 2025 2026 2025
Month Month Rupees Rupees
Ahmad Fine Textile Mills Limited Mar-26 Sep-24 2,590,120,593 2,873,919,549
Reliance Weaving Mills Limited Dec-25 Nov-24 182,316,989 137,861,396
Fatima Fertilizer Company Limited Jun-26 Nov-24 333,312 338,919

12.3 The ageing analysis of trade debts from related parties is as follows:

2026 2025
Note ---Rupees---
Not yet due 1,012,534,784 1,110,603,620
1 to 90 days 884,110,796 359,976,935
91 to 180 days - 446,682
181 to 270 days - 7,361,851
270 days and above 333,312 -

1,896,978,892 1,478,389,088

12.4 The movement in loss allowance against trade
debts is as follows:

Balance as at July 01, 44,665,120 96,600,225
Loss / (reversal) allowance for the year 5,016,490 (51,935,105)
Balance as at June 30, 49,681,610 44,665,120

13. ADVANCES AND OTHER RECEIVABLES
- Considered good

Advances to suppliers and contractors 131 336,042,489 299,157,916

- unsecured

Advances to employees against salaries - secured 25,372,787 16,553,368

Advance against letter of credit 11,119,792 8,395,740
372,535,068 324,107,024

13.1 These are interest free in the normal course of business.

@
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_14. DEPOSITS, PREPAYMENTS AND 2026 2025
OTHER RECEIVABLES Note ---Rupees---
Deposits against LC / guarantee margin 87,801,658 150,206,538
Deposit to supplier 141 228,506,292 228,506,292
Import claim receivable 140,489,506 256,663,714
Other receivable - 7,434,133
456,797,456 642,810,677

14.1 This represent deposit given to M/s. Universal Gas Distribution Company Limited against gas
supply agreement.

4

15. MARK-UP ACCRUED 2026 2025
Note ---Rupees---
Mark-up accrued on:
Advance to associated company (PAEL) 33,008,188 29,691,993

Less: Loss allowance on markup accrued 15.1 (33,008,188) (29,691,993)

Term finance certificates
and term deposit receipt 15.2 28,949,068 19,085,522

28,949,068 19,085,522

15.1 This represents loss allowance on markup balance of advance to Associated Company (Pak
Arab Energy Limited) in accordance with the requirements of IFRS 9. Mark-upis accrued on
the basis as described in note 9.2 of these financial statements.

15.2 Mark-up is accrued on the basis as described in note 8.8 of these financial statements.

16. SHORT TERM INVESTMENT 2026 2025
---Rupees---
Investment at fair value through P&L

Fatima Fertilizer Company Limited - quoted

6,120,000 (2025: 6,120,000) fully paid

ordinary shares of Rs. 10 each

Equity held 0.29% (2025: 0.29%)

Market value per share Rs.165.30 (2025: Rs.99.41) 1,011,636,000 608,389,200
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16.1

16.2

17.

171

17.2
18.

@

. . . 2026 2025
Movement in short term investment at fair value R
. ) ---Rupees---

through profit or loss is as follows :
Market value as at July 01, 608,389,200 315,914,400
Unrealized fair value gain on re-measurement

of investments 403,246,800 292,474,800
Market value as at June 30, 1,011,636,000 608,389,200

These shares are pledged as security against short borrowings from banking companies as
disclosed in note 26.1.

CASH AND BANK BALANCES 2026 2025
Note ---Rupees---
Cash in hand 34,627,084 50,256,125
Cash at banks
Current accounts

- foreign currency 22,389,962 18,421,841
- local currency 519,998,271 246,682,446
542,388,233 265,104,287

Saving accounts 171 103,638,113 93,680,776
646,026,346 358,785,063

Term deposit receipts 17.2 1,163,250,000 713,250,000

1,843,903,430 1,122,291,188

Rate of interest and mark-up on saving account is 0.15% to 9.75% (2025: 0.15% to 19%) per
annum.

These carry mark up at the rate ranging from 7% to 16.50% (2025: 7% to 20%) per annum.
ISSUED, SUBSCRIBED AND PAID-UP CAPITAL

2026 2025 2026 2025
- - = - (Number of shares) ----  ---=---- (Rupees) -------
Ordinary shares of Rs. 10 1,000,000 1,000,000 10,000,000 10,000,000
each fully paid in cash
Ordinary shares of Rs. 10 9,187,200 9,187,200 91,872,000 91,872,000
each fully paid as right
shares
Ordinary shares of Rs. 10 19,812,800 19,812,800 198,128,000 198,128,000
each issued as fully paid
bonus shares
30,000,000 30,000,000 300,000,000 300,000,000
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As at the statement of financial position date, ordinary shares held by associated companies,
undertakings and related parties are as follows:

Fazal Holdings (Private) Ltd.
Mr. Rehman Naseem

Mr. Fawad Ahmed Mukhtar
Mr. Fazal Ahmed Sheikh

Mr. Faisal Ahmed

Mr. Muhammad Yousaf Amir
S/O Amir Naseem Sheikh

Mr. Abdullah Amir Fazal
S/O Amir Naseem Sheikh

Mr. Asad Muhammad Sheikh
S/O Fazal Ahmed Sheikh

Mr. Muhammad Mukhtar Sheikh
S/O Fazal Ahmed Sheikh

Mr. Muhammad Fazeel Mukhtar
S/O Faisal Ahmed

Mr. Ibrahim Mukhtar
S/O Faisal Ahmed

Mr. Mohid Muhammad Ahmed
S/O Faisal Ahmed

Mr. Fahd Mukhtar

Mr. Ali Mukhtar
S/O Fawad Ahmed Mukhtar

Mr. Abbas Mukhtar
S/O Fawad Ahmed Mukhtar

Fatima Trading Company
(Private) Ltd.

Farrukh Trading Company
Ltd.

2026 2025
------ (Number of shares)--
7,352,041 7,352,041
3,101,320 3,101,320

675,925 2,415,422
2,041,611 2,041,611
2,039,865 2,039,865
1,421,643 1,421,643
1,414,139 1,414,139
1,012,970 1,012,970
1,012,969 1,012,969

675,895 675,895

675,895 675,895

675,895 675,895

677,925 579,715

677,925 536,207

677,925 536,206

392,283 392,283

392,282 392,282

ANNUAL REPORT 2026

2026 2025
---(Percentage of holding)---
24.51 24.51
10.34 10.34
2.25 8.05
6.81 6.81
6.80 6.80
4.74 4.74
4.7 4.7
3.38 3.38
3.38 3.38
2.25 2.25
2.25 2.25
2.25 2.25
2.26 1.93
2.26 1.79
2.26 1.79
1.31 1.31
1.31 1.31
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2026 2025 2026 2025
------ (Number of shares)-- ---(Percentage of holding)---
Fatima Management
Company Ltd. 392,282 392,282 1.31 1.31
Mr. Aamir Naseem Sheikh 82,828 82,828 0.28 0.28
Mr. Sheikh Naseem Ahmad 8,820 8,820 0.03 0.03
Mrs. Mahnaz Amir Sheikh 4,447 4,447 0.01 0.01
Mr. Babar Ali - 2,501 - 0.01
Ms. Parveen Akhter Malik 7,501 7,501 0.03 0.03
Mr. Masood Karim Sheikh 2,501 2,501 0.01 0.01
Reliance Commodities
(Private) Ltd. 500 500 0.002 0.002
Fatima Holding Ltd. 5 5 0.00002 0.00002
Ms. Ambreen Fawad 677,925 - 2.26 -
Ms. Meraj Fatima 677,925 - 2.26 -
Mr. Shaukat Malik 10 - 0.00003 -
19. OTHER CAPITAL RESERVES 2026 2025
Restated
Note ---Rupees---

Share premium

Issue of 3,168,000 ordinary shares of Rs. 10 each
at premium of Rs. 20 per share issued
during the year 2001 63,360,000 63,360,000

Issue of 2,851,200 ordinary shares of Rs. 10 each
at premium of Rs. 5 per share issued

during the year 2002 14,256,000 14,256,000

19.1 77,616,000 77,616,000

Capital redemption reserve 19.2 175,000,000 175,000,000
Fair value reserve - net of tax 19.3 7,173,808,507 4,422,662,292
Transfer of reserves 19.4 15,000,000,000 15,000,000,000

22,426,424,507 19,675,278,292

@
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20.

201

This reserve can be utilized by the Company only for the purposes specified in section 81(2) of
the Companies Act, 2017.

This represents capital redemption reserve created for the purpose of redemption of
preference shares, and is not available for distribution to the shareholders.

This represents fair value adjustment on investments classified as fair value through OCl and
is not available for distribution to the shareholders.

This represents revenue reserves transferred out of unappropriated profits for the purpose of
capacity expansion, and is not available for distribution to the shareholders.

REVALUATION SURPLUS ON PROPERTY, PLANT 2026 2025
AND EQUIPMENT Restated
---Rupees---
Gross surplus
Balance at July 01, 24,671,468,956 25,630,012,233
Revaluation surplus arise during the year 14,902,603,674 -

Effect of disposal of operating fixed assets
during the year (69,161,211) (44,613,593)

Transferred to unappropriated profits
in respect of incremental depreciation
charge for the year (863,682,015) (913,929,684)

Balance at June 30, 38,641,229,404  24,671,468,956

Property, plant and equipment of the Company except office equipment, furniture and fittings
and vehicles have been revalued on June 30, 2026 by KGT (Private) Limited, an independent
valuer not connected with the Company and approved by Pakistan Banks' Association 'any
amount' category, resulting in recognition of additional surplus of Rs.14,903 million. Previously,
the revaluation of the Company was carried out on June 30, 2007, March 31, 2012, March 31,
2015, February 28, 2018, January 01, 2021 and June 30, 2023 by independent valuers resulting
in additional surplus of Rs.2,915 million, Rs. 2,028 million, Rs. 4,398 million Rs. 4,589 million,
Rs. 10,558 million and Rs. 7,700 millions respectively.

Freehold land

Fair market value of freehold land is assessed through examining plot profile and purchase
terms, independent inquiries from local active realtors, current and past occupants, of land,
neighbouring areas, current asking prices for industrial used land in the vicinity, access roads
and independent inquiries from other real estate sources to ascertain the selling prices for the
properties of the same nature.

Factory and non-factory building

Construction specifications were noted for each building and structure and new construction
rates are appliedaccording to construction specifications for current replacement values. After
determining current replacement values, residual factors are applied based on estimate of
balance useful life to determine the current assessed market value.
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Plant and machinery and others fixed assets

Plant and machinery and other fixed assets (electric fittings and installations, sui gas
installations, tools, laboratory equipment and arms, fire extinguishing equipment and scales)
have been evaluated/assessed by inspecting items of plant and machinery and fixed assets.
The valuer also consulted industry related dealers, indenters and/ or manufactures in order to
ascertain the current replacement values of imported and locally fabricated items. The value
assigned reflects the present condition of items while considering age, condition and/ or

obsolescence of the items.

LONG TERM FINANCING - SECURED

Note

Long term financing:

- banking companies 211

- other financial institutions 21.2

Accrued mark-up

- banking companies 211

- other financial institutions 21.2
Total long term financing including accrued
mark-up
Less:
Current portion of long term financing 25
Accrued mark-up presented separately

in the financial statements 29

2026

2025

---Rupees---

12,558,560,550
2,789,750,359

11,894,393,406
2,537,859,128

15,348,310,909 14,432,252,534
320,217,522 290,254,150
38,672,748 46,225,620
358,890,270 336,479,770

15,707,201,179

(3,573,284,433)

(358,890,270)

14,768,732,304

(3,264,201,917)

(336,479,770)

11,775,026,476

11,168,050,617
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22,

The above financing facilities have been obtained to meet capital expenditure including
balancing, modernization and replacement of manufacturing facilities, balance sheet reprofiling
and long term working capital requirements of the Company.

LONG TERM MUSHARIKA - SECURED 2026 2025
Note ---Rupees---
Islamic mode of financing

Long term musharika - banking companies 22.1 14,518,466,901 8,999,190,673
Accrued mark-up 221 217,500,008 180,723,636
Total long term financing including accrued mark-up 14,735,966,909 9,179,914,309

Less:
Current portion of long term musharika 25 (1,734,583,475)  (1,043,044,067)

Accrued mark-up presented separately in
the financial statements 29 (217,500,008) (180,723,636)

12,783,883,426 7,956,146,606
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22.2 The above financing facilities have been obtained to meet capital expenditure including

balancing, modernization and replacement of manufacturing facilities, balance sheet reprofiling
and long term working capital requirements of the Company.

23. LEASE LIABILITY - UNSECURED 2026 2025
Note ---Rupees---
Lease liability against right of use asset 66,442,445 70,677,725
Current portion of lease liability 25 (6,465,933) (4,235,280)
23.1 59,976,512 66,442,445
2026
Present
Minimum . value of
Finance ..
lease minimum
charge
payments lease
payments
Lease liability - unsecured (Rupees)
Not later than one year 15,562,455 9,096,522 6,465,933
Later than one year and not later than five years 79,447,888 19,471,376 59,976,512
Above five years - - -
95,010,343 28,567,898 66,442,445
2025
Present
Minimum . value of
Finance .
lease minimum
charge
payments lease
payments
(Rupees)
Lease liability - unsecured
Not later than one year 14,147,686 9,912,406 4,235,280
Later than one year and not later than five years 72,225,353 27,353,752 44,871,601
Above five years 22,784,990 1,214,146 21,570,844
109,158,029 38,480,304 70,677,725

231

The Company has recognized right of use on account of head office land obtained by the
Company on lease. The remaining tenure of contract is 5 years and the rent is payable
quarterly. Lease liability is calculated at discount rate of 15.11% per annum.
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24. DEFERRED LIABILITIES:
Note
Staff retirement benefit - Gratuity 241
Deferred taxation 24.2

24.1 Staff retirement benefit - Gratuity

ANNUAL REPORT 2026

2026 2025
Restated
---Rupees---
571,560,377 604,292,806
571,560,377 604,292,806

The latest actuarial valuation of the Company's defined benefit plan,was conducted at 30 June
2026 using 'Projected Unit Credit' method. Detail of obligation for defined benefit plan is as

follows:

24.1.1 The amounts recognized in the 'Statement
of financial position' is as follows:
Note

Present value of defined benefit obligation
liability at June 30,

24.1.2 Movement in the liability for defined benefit obligation
recognized in the 'Statement of financial
position' is as follows:

Liability for defined benefit obligation at July 01,
2413
2413

Current service cost
Interest cost on defined benefit obligation

Actuarial loss charged to
'Other Comprehensive Income'

241.5
Benefits paid during the year
Liability for defined benefit obligation at June 30,

24.1.3 The amounts recognized in the 'Statement of profit or loss'
against defined benefit plan are as follows:
Current service cost

Interest cost

24.1.4 Charge to 'Statement of profit or loss' against
defined benefit plan has been allocated as under

Cost of sales
Selling and distribution expense
Administrative expense

2026 2025
---Rupees---
571,560,377 604,292,806
604,292,806 576,427,439
207,698,365 209,820,409
54,453,897 59,110,359
(13,173,916) 110,293,090
(281,710,775) (351,358,491)
571,560,377 604,292,806
207,698,365 209,820,409
54,453,897 59,110,359
262,152,262 268,930,768
246,618,467 253,302,637
2,705,969 2,295,864
12,827,826 13,332,267
262,152,262 268,930,768
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2026 2025
---Rupees---

24.1.5 Remeasurement loss recognized in the 'Other comprehensive income
against defined benefit plan are as follows:

Remeasurement gain on defined benefit obligation due to:

- changes in financial assumptions - (2,236,622)

- change in experience adjustment (13,173,916) 112,529,712
(13,173,916) 110,293,090

24.1.6 Actuarial assumptions used for valuation of liability at
June 30, against defined benefit obligation are as under :

The following are the principal actuarial assumptions

at statement of financial position date:
P 2026 2025
Discount rate used for interest cost 14.75% per annum  14.75% per annum
Discount rate used for year end obligation 11.75% per annum  11.75% per annum

Expected rate of growth per annum in future salaries  9.75% per annum 9.75% per annum

Mortality rates SLIC (2001 - 05) SLIC (2001 - 05)
Setback 1 Year Setback 1 Year
Retirement assumption Age 60 Age 60

24.1.7 Sensitivity analysis of defined benefit
obligation to changes in the actuarial assumptions

Reasonably possible changes at the statement of financial position date to one of the relevant
actuarial assumptions, holding other assumptions constant, would have affected the defined
benefit obligation by the amounts shown below:

2026 2025
Impact on defined benefit obligation Impact on defined benefit obligation
Change in Increasein Decreasein Changein Increase in  Decrease in

assumption assumption assumption assumption assumption assumption

Percentage -------- Rupees - ------ Percentage @ ----- Rupees - -------
Discount rate 1.00% 533,111,232 612,796,108 1.00% 563,641,734 647,890,047
Salary growth rate 1.00% 612,782,558 533,104,683 1.00% 647,875,722 563,634,810

The above sensitivity analysis are based on a change in an assumption while holding all other
assumptions constant. In practice, this is unlikely to occur, and changes in some of the
assumptions may be correlated. When calculating the sensitivity of the defined benefit
obligationto significant actuarial assumptions, the same method (present value of the defined
benefit obligation calculated with the projected unit credit method at the end of the reporting
period) has been applied when calculating the defined benefit obligation recognized in the
statement of financial position.
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24.1.8 The Company expects to charge Rs.237.72 million against current service cost and Rs. 67.16
million against net interest cost, aggregating to Rs.304.88 million, to 'Statement of Profit or
Loss' in respect of defined benefit plan in 2027.
24.1.9 The Company exposure to the actuarial risks are as follows:
a) Salary risks
The risk that the final salary at the time of cessation of service is greater than the
assumed. Since the benefit is calculated on the final salary (which will closely reflect
inflation and other macroeconomic factors), the benefit amount increases as salary
increases.

b) Demographic risks
Mortality Risk
The risk that the actual mortality experience is different than the assumed mortality. This

effect is more pronounced in schemes where the age and service distributionis on the
higher side.

Withdrawal Risk
The risk of actual withdrawals experience is different from assumed withdrawal

probability. The significance of the withdrawal risk varies with the age, service and the
entitled benefits of the beneficiary.

24.1.10 Gratuity scheme entitles members of staff retirement benefit plan on resignation, termination,
retirement, early retirement, retrenchment, death and dismissal based, on the Company's
service rules, for staff gratuity. Gratuity is based on the last month basic salary for each year of
service.

24.2 Deferred taxation

Refer contents of Note 6 to the financial statements.

25. CURRENT PORTION OF 2026 2025
NON-CURRENT LIABILITIES Note ---Rupees---
Mark-up bearing finances from conventional banks:
Long term financing - secured 21 3,573,284,433 3,264,201,917
Islamic mode of financing:
Long term musharika - secured 22 1,734,583,475 1,043,044,067
Current portion of lease liability 23 6,465,933 4,235,280

5,314,333,841 4,311,481,264
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SHORT TERM BORROWINGS - SECURED

Nominal
Limits interest
(in million) rate
Banking Companies %

Mark-up based borrowings from
conventional banks

Cash finance 7,900 11.04 -12.78

Running finance 9,550 10.95 - 12.68

Foreign currency export

finance 5,500 2.50-5.50

Finance against imported

merchandise 3,476 4.50 - 21.14

Finance trust

receipt
Money market loan

against
10,245 4.00 -12.74

Sub- Limit 10.46 - 12.49
Accrued mark-up

Islamic mode of financing
Running musharika 4,650 10.73 -13.40

Karobar finance/ Import murabaha/

Musawammah 7,930 10.38 - 12.36

Foreign currency export

finance 1,040 2.75-3.00

Accrued mark-up

Total short term borrowings
Less: accrued mark-up/profit

ANNUAL REPORT 2026

2026

2025

---Rupees---

1,690,783,130
1,616,431,013

3,522,747,069

2,231,706,834

1,507,307,406
2,545,603,111
124,124,250

1,611,195,107
1,018,634,532

1,804,771,769

2,241,226,163

8,052,522,296
3,699,999,997
312,465,357

13,238,702,813

18,740,815,221

1,691,497,172

2,199,039,811

946,111,059 2,910,374,998
589,855,831 -
31,686,635 52,604,455
3,259,150,697  5,162,019,264
16,497,853,510  23,902,834,485
(155,810,885) (365,069,812)

16,342,042,625

23,5637,764,673

The Company has limits for funded short term borrowing facilities of aggregate amount of Rs.
50,291 million and facilities for opening of letters of credit of aggregate amount of Rs. 1,650
million having aggregate sanctioned limit of Rs.51,941 million (2025: Rs.58,310 million).
Further, the company has aggregate limit of bank guarantees of Rs. 8,872 million (2025: Rs
6,322 million). These facilities are secured against different securities including pledge of
stocks, hypothecationof stocks, stores and spares, hypothecationcharge on all other current
assets, lien on debtors, lien on imports and exports documents and personal guarantees of the
sponsoring directors. The pledge based outstanding borrowings out of the above outstanding
borrowings are secured against pledge of stocks amounting to Rs.3,498 million and 69 million
shares of Fatima Fertilizer Company Limited. Short term borrowing funded facilities of
aggregate amount of Rs.32,413 million and non-funded letters of credit facilities of aggregate
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27.

271

28.

28.1

ANNUAL REPORT 2026

amount of Rs. Nil having an aggregate of Rs.32,413 million (2025: Rs.29,631 million) remained
unutilized at year end. Further, the bank guarantee facilities of aggregate amount of Rs.4,500
million (2025: Rs. 2,406 million) remained unutilized at year end. These facilities are expiring on
various dates by October 31, 2029.

CONTRACT LIABILITIES 2026 2025
Note ---Rupees---

Contract liabilities 27.1 1,402,712,995 1,294,316,323

The amount of Rs. 1,030 million included in contract liabilities as at June 30, 2025 has been
recognized as revenue in the year ended June 30, 2026. (2025: Rs. 189.9 million ).

TRADE AND OTHER PAYABLES 2026 2025
Note ---Rupees---

Trade creditors 1,212,641,634 883,302,869
Accrued liabilities 28.1 1,133,953,878 1,716,247,361
Due to associated undertakings 28.2 282,722,047 378,465,070
Bills payable 2,372,478,395 3,117,084,261
Tax deducted at source 26,275,035 29,571,730
Infrastructure cess 28.3 3,540,527,364 2,778,901,401
Workers' profit participation fund 28.4 116,868,726 45,837,853
Workers' welfare fund 28.5 46,777,329 39,256,594
Loan from Director 28.6 399,693 299,693
Others 7,351,791 7,300,000

8,739,995,892 8,996,266,832

The Honourable Supreme Court of Pakistan (SCP) vide its judgement dated August 13, 2020
decided the appeal against the Company and declared the GIDC Act, 2015 to be constitutional
and recoverable from the gas consumer. Areview petition was filed against the judgment which
was also dismissed. SCP in its detailed judgment stated that the cess under GIDC Act, 2015 is
applicable only to those consumers of natural gas who have passed on GIDC burden to their
end customers for their business activities.

The Company has filed a civil suit before the Honourable Sindh High Court (SHC) on the
grounds that the Company has not passed on the impact of GIDC to end consumers. SHC has
granted stay order and has restrained SNGPL from taking any coercive action against the
Company. The case is pending for adjudication. The Company has recognized the liability of
GIDC underthe GIDC Act, 2015 in these financial statements.
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28.2

28.2.1
28.3

28.4

28.5

Due to associated undertakings 2026 2025
Note ---Rupees---
Fatima Energy Limited 274,259,547 373,622,167
Fazal Farm (Private) Limited 8,412,000 4,842,903
Fazal-ur-Rehman Foundation 50,500 -
28.2.1 282,722,047 378,465,070
These are unsecured and in the normal course of business for goods and services.

This represent provision against 'Sindh Infrastructure Cess', levied under section 9 of 'Sindh
Finance Act, 1994' and its subsequent versions including the final version i.e. Sindh
Development and Maintenance of Infrastructure Cess Act, 2017 at the rate specified of total
value of goods as assessed by the 'Custom Authorities' while considering net weight and
distance for carriage of goods through the province of 'Sindh'. The Company has filed an
appeal before the 'Honourable Sindh High Court' against levy, which passed order dated June
04, 2021 against the Company and directed that bank guarantees should be encashed. Being
aggrieved by the order, the Company along with others has filed petition for leave to appeal
before Honourable Supreme Court of Pakistan against the Sindh High Court's judgment in
relation to Sindh infrastructure development cess. The Supreme court in its order dated
September 01, 2021 granted interim relief to the Company against the order of Honourable
Sindh High Court subject to provision of bank guarantees equivalentof Cess amount. However,
the probable amount has been fully recognized in the financial statements.

Workers' profit participation fund 2026 2025
Note ---Rupees---

Balance as at July 01 45,837,853 33,645,019
Provision for the year 36. 116,868,726 45,837,857
Interest on funds utilized by the company 1,491,928 2,098,896

164,198,507 81,581,772
Payment made during the year (47,110,338) (35,561,762)
Deposited in 'Government Treasury' (219,443) (182,157)
Balance as at June 30 116,868,726 45,837,853
Workers' welfare fund
Balance as at July 01 39,256,594 56,984,574
Adjustment during the year (39,256,594) (51,437,212)
Allocation for the year 36 46,777,329 33,709,232

Balance as at June 30 46,777,329 39,256,594
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28.6 This represents interest free loan from a director of the company. The loan is unsecured and

repayable on demand.

29. ACCRUED MARK-UP 2026 2025
---Rupees---
Mark-up based loans from conventional bank:
Long term financing - secured 358,890,270 336,479,770
Short term borrowings - secured 124,124,250 312,465,357
483,014,520 648,945,127
Islamic mode of financing:
Long term musharika - secured 217,500,008 180,723,636
Short term borrowings - secured 31,686,635 52,604,455
249,186,643 233,328,091
732,201,163 882,273,218

30. CONTINGENCIES AND COMMITMENTS
30.1 Contingencies

Income Tax
30.1.1

<

The officials of Large Taxpayer Unit (LTU) through order on July 27, 2022 under Section 170 of
the Income Tax Ordinance, 2001 have curtailed income tax refunds on account of disallowance
of the brought-forward minimum tax for tax years 2016 through tax year 2020 and the curtailment
of taxes paid or suffered at source for tax year 2021 amounting to Rs. 854.14 million and Rs.
46.98 respectively. Being aggrieved, the company preferred an appeal against the said order
before the Commissioner of Inland Revenue Appeals (CIR (A)). During the preceding year, the
CIR (A) remand the case back to the assessing officer for denovo consideration. However, the
company preferred an appeal before the Appellate Tribunal for Inland Revenue (ATIR). During
pendency of the case with ATIR, the department through order u/s 170 dated July 29, 2024 has
accepted refund of Rs. 350.10 million by adjusting against advance tax u/s 147 for tax year 2024.
The company has preferred an appeal before ATIR on account of disallowance of the brought
forward minimum tax for tax years 2016 through tax year 2020 amounting to Rs. 550,271,897
and disallowance of tax credit of Rs. 2.16 million on donations claimed under section 61 of the
Ordinance. On January 21, 2025, the ATIR remand the case back to the department, which is
pending adjudication.
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30.1.2 The officials of LTU, through a notice dated August 31, 2021, initiated proceedings under
Section 4B of the Ordinance against the company, which was duly responded to by the
company's tax advisor on the company's behalf. Such proceedings were concluded through an
order dated September 17, 2021, passed under Section 4B of the Ordinance, whereby a tax
demand of Rs 23.97 million imposing super tax and default surcharge was raised against the
company. The company assailed the subject order in appeal before CIR(A), which was
accepted and vacated against the departmental action by CIR(A) through an appellate order
dated 13 April, 2022. The department preferred further appeal against the said appellate order
before ATIR which is pending adjudication.

30.1.3 The officials of LTU, initiated proceedings under section 122(5A) of the Ordinance through
notice dated February 11, 2025, through which Company’s treatment of apportionment of ‘other
income’ between normal tax regime and final tax regime in return of total income for tax year
2021 was disputed, which was duly responded through letter dated April 28, 2025. Such
proceedings have been concluded through order dated July 18, 2025 and department raised
the demand for Rs. 131.5 million and adjusted the same amount against the refunds available
for this year. The Company has preferred appeal before CIR(A) against the order dated July 18,
2025, passed by assessing officer u/s 122(5A) of the Ordinance. CIR (A) through order dated
March 30, 2026 has annuled or deleted all issues except the one regarding attribution of scrap
sales towards NTR along with remanded back on the issue of attribution of notional income
towards NTR. The Comany has filed an appeal before ATIR against the order of CIR(A). ATIR
has issued order dated July 27, 2026. Via its order the direction remanding the addition of Rs.
117 million is vacated and the addition of Rs. 10.37 million sustained on account of scrap sales is
also deleted.

30.1.4 The officials of LTU - Lahore raised income tax demands of Rs. 32.03 million against the
Company through amendment order, dated June 28, 2019 under section 122(5A) of the
Ordinance for tax year 2013. The Company has preferred appeal against the orders before
CIR(A) which was disposed off by CIR(A) through appellate order dated December 31, 2021.
Through such order CIR(A) has deleted/ annulled the departmental actions on all the issue
except the issue regarding the time limitation of such proceedings and apportionment of
expenses under rule 231 of the Income Tax Rules, 2002 ('the Rules'). Feeling aggrieved with the
order, Company preferred an appeal before ATIR in accordance with the available remedial
course. The department has also filed against the said appellate order before ATIR, both
appeals are pending adjudication.

30.1.5 The officials of Large Taxpayers Unit, Lahore ('LTU - Lahore') raised income tax demands of Rs.
8.8 million for tax year 2013, Rs. 49.78 million for tax year 2016, and Rs. 93.49 million for tax
year 2019 against the Company through separate orders, dated June 28, 2019, June 29, 2018,
and December 29, 2020 respectively, under Section 161/205 of the Income Tax Ordinance,
2001 ('Ordinance') on grounds thatincome tax has not been deducted against certain payments
during tax years 2013, 2016 and 2019 respectively. The Company agitated the orders in appeal
before Commissioner Inland Revenue Appeals (CIR(A)). For tax year 2013, the Company's
appeal against order was disposed of by CIR(A) for which the Company has filed appeal before
ATIR. Honorable ATIR through appellate order dated January 21, 2026 disposed of this matter.
Through its order, the honorable ATIR has deleted the departmental action of levying default

N
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30.1.6

30.1.7

30.1.8

O

against the Company u/s 161 of the Ordinance. For tax year 2016, CIR(A) has vacated the
departmental action to the extent of Rs. 39.12 million and for remaining amount of Rs. 10.78
million the Company has filed an appeal before the ATIR. ATIR has decided the case in the
Company's favour. Accordingly, the demand of Rs. 10.66 million created u/s 161 on forigen
commissionis vacated. Fortax year 2019, the Company's appeal against order was disposed of
by CIR(A), through appellate order dated April 28, 2022. Through such order CIR(A) upheld the
departmental action on all accounts. Company assailed the said appellate order in appeal
before ATIR. ATIR, through order dated September 11, 2023, has decided the case in the
Company's favor by deleting the demand.

The officials of LTU - Lahore, started proceedings against the company and FWML under
Section 161/205 of the Income Tax Ordinance, 2001, by issuing notices dated December 29,
2020, and November 17, 2020. These notices were responded to by the company's tax advisor
on behalf of the Company on March 01 and March 22, 2021. Proceedings concluded with an
order passed on March 31, 2021, whereby a tax demand of Rs. 55.78 million was raised against
the Company. The Company preferred an appeal against this order before the Commissioner of
Inland Revenue Appeals (CIR(A)).

However, CIR(A), through an appellate order dated October 13, 2021, upheld the departmental
action, affirming the tax demand. Subsequently, the Company preferred an appeal against the
CIR(A)'s decision before the Appellate Tribunal for Inland Revenue (ATIR). ATIR's decision,
dated April 29, 2022, vacated both the earlier orders and remitted the matter back to the tax
department for consideration afresh. On June 23, 2023, the tax department maintained its
previous decision and issued a tax demand of Rs 55.8 million against the Company. Being
aggrieved, the Company preferred an appeal before the CIR(A). On August 3, 2023, CIR (A)
upheld the department's decision and passed an order against the company. The company
subsequently appealed against the said order before the ATIR which is pending adjudication.

The officials of LTU-Lahore after concluding an income tax audit under Section 177 of the
Ordinance, raised an income tax demand of Rs. 7.98 million against the company through an
amended order dated April 26, 2018, under Section 122(5) of the Ordinance for the tax year
2014. The company has preferred an appeal against the orders before CIR(A). Through such
an order, CIR(A) has deleted or annulled the departmental action on all issues except the ones
regarding the time limitation of such proceedings and the apportionment of expenses under
Rule 231 of the Income Tax Rules, 2002. Feeling aggrieved with the aforesaid action, the
Company has preferred appeal before ATIR in accordance with the available remedial course.
The department has also filed an appeal against the said appellate order before ATIR; both
appeals are presently pending adjudication.

Consequent to the amendment of the deemed income tax assessment of tax years 2006 to
2012 via separate orders dated April 30, 2010, September 30, 2010, May 14, 2012, October 23,
2012, March 30, 2015, June 23, 2014 and January 29, 2016, respectively, involving an income
tax of Rs. 324.80 million, the company has been extended significant relief by the CIR(A). The
issues in respect of which CIR(A) did not allow relief have been taken up in appeals before the
ATIR, and such appeals are pending adjudication.
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30.1.9

The officials of LTU - Lahore, while giving effect to CIR-A's appellate orders under Section
124/129 of the Ordinance in the context of amendments made under Section 122(5A) of the
Ordinance, have arbitrarily made disallowances/ increase in income (i.e. exchange loss,
notional profit of associates etc.) for tax years 2010 and 2012 vide separate orders, dated June
30, 2018, involving sum of Rs. 657 million. The issue was taken up in appeals before CIR(A).
CIR(A) has deleted the departmental action on all issues except for disallowance for exchange
loss amounting to Rs. 122.97 million which was remanded back and for which the Company
preferred appeal before ATIR. For tax year 2010, ATIR has remitted the matter to OIR for de
novo consideration through order dated March 17, 2026. ATIR through its order dated March
18, 2026 has accepted the Company's stance on allowance of WPPF/WWF/ donations and
remand back the issue of disallowance of tax credit u/s 65B. Department has filled an ITR no.
35379/2026 against apportiononment of WPPF/WWF/donations amounting Rs. 102 million
before Lahore High Court.

30.1.10 proceedings were initiated by officials of LTU-Lahore through orders dated December 29, 2018

30.1.11

under Section 122(5A) of the Ordinance regarding the apportionment of deductions claimed on
account of WPPF to export income amounting to Rs. 16.12 million and Rs. 12.50 million for tax
years 2015 and 2017, respectively. The Company filed an appeal before CIR(A), which was
decided against the company by CIR(A) through an appellate order dated August 24, 2020.
The Company has assailed the said appellate order in appeal before ATIR, who vide its order
dated December 18, 2025 dispose of this matter. Through such order the honorable ATIR
annulled the departmental action of apportionment of deduction.

Through an order dated June 28, 2019 under Section 132/162/205 of the Ordinance, the LTU-
Lahore officials raised an income tax demand of Rs. 10.11 million for the tax year 2009 on the
grounds that tax under Section 148 of the Ordinance at the import stage was short paid. The
Company filed an appeal before CIR(A), and through an appellate order dated October 23,
2019, the tax demand was vacated by CIR(A). The department has assailed the appellate order
of CIR(A) in appeal before ATIR, ATIR has dissmissed the appeal.

Sales Tax

30.1.12 The Deputy Commissioner of Inland Revenue (DCIR) initiated proceedings against the

O

Company under Section 11 of the Sales Tax Act, 1990 (the Act), for the subject tax periods
through notice dated March 22, 2022, whereby intentions were shown to adjudge sales tax
default in connection with the claim of input sales tax of Rs. 38.65 million, by relying on the
provisions of section 8(1)(a), (f) to (m) of the Act. Such notice was duly responded by the
Company's tax advisors on Company's behalf, and proceedings were concluded through
Order-In-Original No. ('ONQ'") 64/2021-22 dated June 17, 2022, whereby the confronted default
was adjudged against the Company. The Company preferred an appeal against the subject
ONO before CIR(A) as per the available remedial course.

The proceedings concluded with the issuance of Order-In-Original No. 64/2021-22 dated June
17,2022, where the alleged default was confirmed against the Company. Being aggrieved, the
Company preferred an appeal against this order before the Commissioner of Inland Revenue
Appeals (CIR(A)) following the available remedial course. CIR(A) issued Order No. 44 dated
December 30, 2022, ruling in favour of the Company on most of the issues.
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However, one specific issue regarding the inadmissibility of input tax was not accepted by
CIR(A), and the case was remanded back to the assessing officer for further consideration.
However, the tax department preferred an appeal before the Appellate Tribunal for Inland
Revenue (ATIR) against the order passed by the Commissioner of Inland Revenue Appeals
(CIR(A)), which is pending adjudication.

30.1.13 The Assistant Commissioner Inland Revenue (‘ACIR') as a result of sales tax audit for tax year

July 2013 to June 2014 raised a sales tax demand of Rs. 71.60 million through order dated July
31, 2017.The Company filed an appeal before CIR(A) which was disposed off through
appellate order dated March 06, 2019 passed under Section 45B of the Sales Tax Act (‘Act’)
whereby such order was annulled, and the matter was remanded back to department for
denovo consideration which is pending adjudication. Meanwhile, the Company preferred an
appeal in ATIR for the disposal of the case as reasonable grounds exists, however, the matteris
pending adjudication.

30.1.14 The Deputy Commissioner Inland Revenue ('DCIR') issued Order-In-Original No.14/2019-20

dated April 15, 2020 (‘ONO’) under Section 11 of the Sales Tax Act 1990, disallowing the input
tax of Rs. 143.63 million claimed under various heads from tax periods July 2013 to August
2018. The Company preferred an appeal before CIR(A) which was disposed off through
appellate order dated June 29, 2020 passed under Section 45B of the Act whereby ONO was
annulled, and the matter was remanded back to department for denovo consideration.
However, the Company preferred an appeal in ATIR. ATIR through appellate order dated
January 26, 2026 dismissed the departmental appeal. The department has also filled an appeal
in ATIR. ATIR through appellate order dated February 19, 2026 remand the matter back to
assessing officer for re-examination.

30.1.15 The Commissioner of Inland Revenue ('CIR') through an order dated December 28, 2017,

rejected the admissibility of input tax aggregating to Rs 7.27 million, primarily on account of a
mismatch between buyer and seller declarations and building materials, subsequent to the
audit of the tax period from July 2013 to June 2014. The Company agitated for such an order in
appeal before the CIR(A). The Company's appeal against the subject ONO, which was
disposed of by CIR(A) through an appellate order dated October 29, 2020, annulling/ deleting
the departmental action on the majority of the issues taken up in the appeal, while certain other
matters were upheld by CIR(A). The Company has agitated for such an order in appeal before
ATIR, whichis pending adjudication.

30.1.16 The CIR-A, through its order dated April 14, 2016, has maintained departmental rejection of the

&

input tax of Rs 18.10 million (primarily comprising building materials) in terms of the provisions
contained in SRO 450(1)/2013 for the tax period March 2014, June 2014, October 2014, through
February 2015. The Company has agitated for such an order in appeal before ATIR, which is
pending adjudication.




T:;lc"ﬂzé‘- Fazal Cloth Mills Limited ANNUAL REPORT 2026

30.1.17 CIR-A through his order no. 01 dated January 16 ,2024 has partially allowed inputs on

insurance and other services and also provided relief on sales of Yarn to unregistered persons.
Demand has been created for input tax on building materials and sales of Greige Fabric and
Waste to unregistered persons. The remaining demand stands at Rs. 115 million.

The company being aggrieved filed an appeal with ATIR. Request for appeal effect of the orders
of CIR-A also filed with the DCIR. The department has also filed an appeal with ATIR and
communicated the same to us through letter no. 8682 dated February 12, 2024.

30.1.18 Proceedings under section 11E of the Act were initiated by the department against the Company

30.2

30.2.1

for the tax periods 2023, 2024, 2025 and 2026 (July 2025 through October 2025) through notice
dated January 21, 2026. On the basis of physical stock verification and scrutiny of the
Company’s audited financial statements and relevant sales tax returns, certain discrepancies
were observed in the Company’s sales tax returns for the captioned tax periods. Accordingly,
the department showed its intention to adjudge the Company in default. The notice was duly
responded to by the Company. The proceedings were concluded through ONO No. 01/2026
dated July 16, 2026. The Company has received relief on several points, while an appeal has
been filed before CIR(A) against the points decided adversely against the Company, which is
pending adjudication.

Based on the opinion of the Company's legal and tax advisors the management is confident of
favourable outcome in all aforesaid matters, hence no provision is recognized in respect of
these matters in the financial statements.

Commitments 2026 2025
---Rupees---

Guarantees issued by various commercial banks, in

respect of financial and operational obligations of the

Company, to various institutions and corporate bodies.  4,372,034,854 3,915,715,954

30.2.2 Commitments against irrevocable letters of credit:

- capital expenditures 1,124,297,037 346,393,440
- raw material and stores and spares 3,185,591,463 5,141,588,662
30.2.3 Commitments against foreign bills discounting - 410,563,243

30.2.4 Commitments in respect of Fatima Energy limited (FEL):

&

The Company through sponsors support agreement commits to lenders of FEL, in case of
default by FEL, to pay amount outstanding up to Rs. 6,000 million (2025: Rs 6,000 million),
This commitment was already approved by the shareholders under section 199 of the
Companies Act, 2017 in annual general meeting dated November 26, 2020.
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30.2.5 Commitments in respect of Fatima Transmission Company Limited (FTCL):
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The Company through sponsors support agreement commits to MCB Bank Limited, in case of
default by FTCL, to pay amount outstanding up to Rs. 250 million (2025: Rs. 250 million). This
commitment was already approved by the shareholders under section 199 of the Companies

31. REVENUE FROM CONTRACTS WITH CUSTOMERS - NET
2026 2025
Note ---Rupees---
Local:
Yarn 78,177,941,608 73,308,621,296
Fabric 11,413,981,081 14,140,400,146
Waste 900,886,643 742,446,368
Comber noil 1,547,409,355 372,594,877
92,040,218,687 88,564,062,687
Cotton and other products 2,671,775,827 650,761,062
94,711,994,514 89,214,823,749
Less:
Sales return (603,114,049) (376,851,114)
Sales tax (14,471,538,877) || (13,652,971,307)
(15,074,652,926) (14,029,822,421)
Net local sales 79,637,341,588 75,185,001,328
Export Facilitation Scheme (EFS)
-Yarn 311 3,274,894,138 5,596,942,135
Less:
Sales tax (499,560,123) (857,342,070)
2,775,334,015 4,739,600,065
Export:
Yarn 11,545,781,564 8,217,025,564
Fabric 2,065,245,258 1,860,765,892
13,611,026,822 10,077,791,456
Revenue from contracts with customers - net 96,023,702,425 90,002,392,849
31.1 ltincludes sales made under EFS to a related party under S.R.O 957(1)/ 2021 dated July 30,

Act, 2017 in extra ordinary general meeting held on March 25, 2017.

2021 amounts to Rs. 3,274.89 million (2025: Rs. 5,596.94 million).
31.2 Allrevenue is recognized by the Company at a point in time.
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32.1
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COST OF SALES
Note
Raw material consumed 321
Packing material consumed
Salaries, wages and benefits

Freight outward charges

32.2
323
Travelling and conveyance

Vehicle running and maintenance

Power and fuel

Stores and spares consumed

Processing charges

Repair and maintenance

Insurance

Depreciation on property,
plant and equipment

Others

711

Work-in-process:
Balance at July 01

Balance at June 30

Cost of goods manufactured
Finished goods:
Balance at July 01,

Finished goods purchased
Insurance claim
Balance at June 30,

Cost of goods sold
Cost of raw material sold
Insurance claim

Raw material consumed

Raw material as at July 01,

Add: Purchases and expenses

Less:
Raw material as at June 30,

Stock-in-transit

ANNUAL REPORT 2026

2026

2025

---Rupees---

56,109,301,080
1,064,519,259
4,789,547,359
540,674,966
27,937,625
89,487,910
10,783,845,542
2,578,548,752
190,157,450
89,489,246
152,740,628

2,127,397,824
36,937,589

59,446,428,328
1,025,145,792
4,147,868,946
486,258,563
24,688,638
81,928,362
11,288,903,314
2,289,256,975
205,840,900
61,340,922
155,792,269

2,158,056,322
29,669,856

78,580,585,230

81,401,179,187

1,090,597,209
(1,164,735,768)

1,170,146,399
(1,090,597,209)

(74,138,559)

79,549,190

78,506,446,671

81,480,728,377

13,442,908,874
2,306,110,286

(9,375,026,651)

10,969,115,013
2,986,504,930

(236,789,000)

(13,442,908,874)

6,373,992,509

275,922,069

84,880,439,180

81,756,650,446

2,197,111,026

1,105,900,656
(556,904,000)

2,197,111,026

548,996,656

87,077,550,206

82,305,647,102

19,128,039,516

56,005,528,758

11,590,822,784

66,983,645,060

75,133,568,274

78,574,467,844

(13,150,216,948)

(5,874,050,246)

(14,174,0086,885)

(4,954,032,631)

(19,024,267,194)

(19,128,039,516)

56,109,301,080

59,446,428,328
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32.2 These include Rs. 246.62 million (2025: Rs. 253.30 million) in respect of staff retirement benefits.
32.3 This represents freight on export sales amounting to Rs. 344.94 million (2025: Rs. 312.77
million) and freight on local sales amounting to Rs. 195.74 million (2025: Rs. 173.49 million).

33. SELLING AND DISTRIBUTION EXPENSES
Note
Export sales:
Commission

Export development surcharge
Insurance
Local sales:
Commission
Insurance

Salaries and benefits - marketing staff 33.1

33.1 These include Rs. 2.71 million (2025: Rs. 2.30 million) in respect of staff retirement benefits.

34. ADMINISTRATIVE EXPENSES
Note

Salaries and benefits 34.1
Travelling and conveyance 34.2
Vehicle running and maintenance

Rent, rates, taxes and fees

Electricity, gas and water

Entertainment / guest house expenses
Communication

Printing and stationery

Insurance

Repair and maintenance

Subscription/ advertisement

Auditors' remuneration 34.3
Legal and professional charges

Depreciation on property,
plant and equipment 711

Others

O

2026 2025
---Rupees---

137,521,783 136,446,286
14,075,675 25,246,761
3,946,082 3,105,230
272,351,046 282,271,997
23,574,504 19,939,701
64,770,098 49,623,558
516,239,188 516,633,533

2026 2025

---Rupees---

352,980,243 318,295,264
86,531,505 100,160,815
60,715,617 48,141,465
69,859,744 66,537,544
20,838,354 21,191,010
29,922,104 23,207,541
27,679,236 23,707,487
12,682,531 11,087,278
15,935,566 14,385,860
73,206,509 95,509,717
6,664,027 5,914,459
5,874,086 5,859,480
32,557,740 24,339,857
122,333,498 135,240,418
13,942,037 6,708,512
931,722,797 900,286,707
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341 These include Rs. 12.83 million (2025: Rs. 13.33 million) in respect of staff retirement benefits.
34.2 These include Directors' traveling expense of Rs. 53.95 million (2025: Rs. 72.91 million).

34.3 Auditors' remuneration Note 2026 2025
---Rupees---

Annual Audit fee 3,875,025 3,522,750
Half yearly review fee 1,200,623 1,091,475
Prior year under provision (3,000) 394,130
Code of corporate governance review fee 121,275 105,000
Other certification / services 355,163 433,125
Out of pocket expenses 325,000 313,000

5,874,086 5,859,480

35. OTHERINCOME

Income from financial assets

Dividend income 35.1 414,684,186 483,798,217
Mark-up on advance to PAEL 15 3,316,194 4,355,107
Income on investment in TFC and TDR 106,138,265 38,635,328
Profit on saving accounts 12,843,293 13,272,441

Gain on remeasurement of
short term investment 16.1 403,246,800 292,474,800

Reversal of loss allowance
against trade debts 12.4 - 51,935,105
940,228,738 884,470,998

From non-financial assets

Scrap sales 63,564,100 35,138,992

1,003,792,838 919,609,990
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This represents interim dividend for the period ended June 30, 2025 and annualdividend for the
year ended December 31, 2025 declared by Fatima Fertilizer Limited 'an associated

undertaking'.
OTHER EXPENSES
Note

Workers' Profit participation fund 28.4
Workers' welfare fund - net 28.5
Provision against mark-up on

advance to PAEL 15.1
Loss on disposal of property,

plant and equipment 7.2
Fixed assets witten off 71
Bad debts written off
Exchange loss - net 36.2
Donations 36.1
Loss allowance against trade debts 12.4

Provision for slow moving store items

Donations for the year have been given to:

Fazal Rahman Foundation Multan 36.1.1
Taarey Zameen Par Trust

Progressive Education Network

Al-Noor Special Children School Multan

S.0.S Children Village Multan

Saleem Memorial Trust Hospital

Al-Khidmat Foundation

CMH Multan (Cims Endowment Fund)

Others 36.1.2

2026 2025
---Rupees---
116,868,726 45,837,857
9,251,334 33,709,232
3,316,194 4,355,107
91,358,877 36,855,339
42,149,731 -
989,449 920,677
60,263,324 160,452,650
21,701,142 15,514,362
5,016,490 -
- 6,372,038
350,915,267 304,017,262
2,175,550 2,920,000
827,000 570,000
4,050,000 1,000,000
600,000 1,580,000
1,050,000 1,050,000
1,000,000 1,000,000
575,000 -
500,000 -
10,923,592 7,394,362

21,701,142

15,514,362
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36.1.1 Mr. Rehman Naseem (Chief Executive Officer) and Mr. Sheikh Naseem Ahmad (Chairman) are
amongst the trustees of the Fazal Rehman Foundation.

36.1.2 Others' includes donations paid to various institutions. The aggregate amount paid during the
current year and last year to a single institution does not exceed Rs. 0.5 million.

36.2 Breakup of exchange Loss / (gain) is as follows:
2026
Realized Unrealized Total
------------ Rupees - -----=-=----
Exports 12,281,050 8,179,474 20,460,524
Imports 62,744,320 (2,562,014) 60,182,306
Foreign currency export finance (7,467,995) (12,355,794) (19,823,789)
Foreign currency account (2,554,906) 1,999,189 (555,717)
65,002,469 (4,739,145) 60,263,324
2025
Realized Unrealized Total
------------ Rupees - ----------
Exports (55,654,475) (22,655,749) (78,310,224)
Imports 111,004,534 13,791,827 124,796,361
Foreign currency export finance 103,279,922 13,877,591 117,157,513
Foreign currency account (2,190,953) 2,554,906 363,953
Forward contracts (3,554,953) - (3,554,953)
152,884,075 7,568,575 160,452,650
37. FINANCE COST 2026 2025
Note ---Rupees---

Mark-up based loans from conventional banks:

O

- Long term financing - secured

- Short term borrowings - secured

Islamic mode of financing:

1,482,528,386
1,418,630,351

1,951,173,833
1,929,198,628

2,901,158,737

3,880,372,461

- Musharika - secured 1,414,841,730 958,796,126

- Short term borrowings - secured 647,994,121 314,672,569

2,062,835,851 1,273,468,695

Bank charges 135,235,853 123,135,036
Interest on workers' profit

participation fund 28.4 1,491,928 2,098,896

Markup on lease liability 9,912,406 10,427,668

5,110,634,775

5,289,502,756




5}5@‘- Fazal Cloth Mills Limited ANNUAL REPORT 2026

L
38.

38.1

38.2

38.3

38.4

38.5

38.6

39.

39.1

O

LEVIES AND INCOME TAXATION 2026 2025
Restated
Final tax levy Note ---Rupees---
Levy:
- for the year 38.4 1,201,090,832 1,114,574,629
- for prior year 4,382,868 (33,888,192)

1,205,473,700 1,080,686,437

Income tax

Current tax

- for the year 38.6 260,838,283 135,600,814
- for prior year 1,023,514 6,863,604
261,861,797 142,464,418

Reconciliation of current tax charge charged as per tax laws for the year, with current
tax recognized in the profit and loss account, is as follows:

2026 2025
---Rupees---

Current tax liability for the year

as per applicable tax laws 1,466,311,983 1,216,287,251
Portion of current tax liability as per tax laws,

representing income tax under IAS 12 260,838,283 135,600,814
Portion of current tax computed as per tax laws,

representing levy in terms of

requirements of IFRIC 21/ IAS 37 1,205,473,700 1,080,686,437

Difference - -

This represents minimum tax on turnover under section 113 of the Income Tax Ordinance,
2001 (the Ordinance). This liability has been recognised as levyin align with the scope of IFRIC
21/1AS 37.

Numeric tax rate reconciliationis not presented as the Company’s income is chargeable to tax
under final and minimum tax regime.

This represents income tax payable on dividend income under section 150 received from
associated company and Super tax payable under the Ordinance.

EARNINGS PER SHARE - BASIC AND DILUTED 2026 2025
Restated
Basic earnings per share
Profit after taxation Rupees 1,573,097,533 382,764,624
Weighted average number of
ordinary shares No. of shares 30,000,000 30,000,000
Earnings per share Rupees 52.44 12.76
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39.2 Diluted earnings per share

40.

There is no dilution effect on the basic earnings per share of the current year as the Company
has no such commitments.

FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS
A. Accounting classifications and fair values

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market 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 price is readily and
regularly available from an exchange dealer, broker, industry Company, pricing service, or
regulatory agency, and that price represents actual and regularly occurring market transactions
on an arm's length basis.

IFRS 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:

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

- Inputs other than quoted prices included within level 1 that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices) (level 2)

- Inputs for the asset or liability that are not based on observable market data (i.e.
unobservable) inputs (Level 3)

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

The followingtable 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.
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Il. Level 3 recurring fair values
Reconciliation of Level 3 fair values
The following table shows a reconciliation from opening balances to the closing balances for
Level 3 fair values.
Long term investments - under income approach (FEL + FTCL)
2026 2025
---Rupees---
Balance at July 01 3,618,570,013 4,024,916,071
Fair value loss recognized in
Statement of Comprehensive Income (1,411,994,985) (406,346,058
Balance as at June 30 2,206,575,028 3,618,570,013
Long term investments - under market comparison technique (MREL)
Balance at July 01 327,322,803 322,334,138
Fair value gain recognised in
Statement of Comprehensive Income 12,464,498 4,988,665
Balance as at June 30 339,787,301 327,322,803
Sensitivity analysis
The effect of changes in the unobservable inputs used in the fair value of long term investment
in Multan Real Estate (Private) Limited cannot be determined with certainty, accordingly a
qualitative disclosure of sensitivity has not been presented. For the fair value of long term
investment in Fatima Energy Limited and Fatima Transmission Company Limited, reasonably
possible changes at the reporting date to one of the significant unobservable inputs, holding
other inputs constant, would have the following effects.
2026 2025
Long term investments Long term investments
Change in Increase in Decrease in Change in Increase in Decrease in
assumption assumption assumption assumption assumption assumption
Percentage -------- Rupees - -------- Percentage -------- Rupees - --------
As at June 30,
Expected cash flows (Discounted) ~ 10.00% 225,037,983 (219,562,383)  10.00% 360,163,138 (360,163,138)
Risk adjusted discount rate 1.00%  (299,265,218) 359,880,695 1.00% (366,507,905) 424,590,781

40.2 FAIR VALUE MEASUREMENT OF PROPERTY, PLANT AND EQUIPMENT

Freehold land, buildings on freehold land and plant and machinery have been carried at
revalued amounts determined by professional valuers (Level 3) based on their assessment of
market value as disclosed in note 20. The valuations are conducted by the valuation experts
appointed by the company. The valuation experts used a market based approach to arrive at
the fair value of the company's properties. This revaluation was carried out by KGT (Private)
Limited (Independentvaluers). The most significant input into this valuationapproach is price

O
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41.2
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per acre for land, price per square foot for buildings and present operational condition and age
of plant and machinery and other assets. The effect of changes in the unobservable inputs
used in the valuations cannot be determined with certainty, accordingly a disclosure of
sensitivity has not been presented in these financial statements.

FINANCIAL RISK MANAGEMENT

The Company has exposure to the following risks from its use of financial instruments:
- Credit risk
- Liquidity risk
- Market risk

The Company's overall risk management policy focuses on the unpredictability of financial
markets and seeks to minimize potential adverse effects on the Company's financial performance.

Risk management framework

The Board of Directors has overall responsibility for establishment and over-sight of the
Company's risk management framework. The executive management team is responsible for
developing and monitoring the Company’s risk management policies. The team regularly meets
and any changes and compliance issues are reported to the Board of Directors through the
audit committee.

The Company’s risk management policies are established to identify and analyze the risks
faced by the Company, to set appropriate risk limits and controls, and to monitor risks and
adherence to limits. Risk management policies and systems are reviewed regularly to reflect
changes in market conditions and the Company's activities. The Company, through its training
and management standards and procedures, aims to develop a disciplined and constructive
control environment in which all employees understand their roles and obligations.

The Company's audit committee oversees how management monitors compliance with the
Company’s risk management policies and procedures and reviews the adequacy of the risk
management framework in relation to the risks faced by the Company. Audit committee is
assisted in its oversight role by internal audit department. Internal audit department undertakes
both regular and ad hoc reviews of risk management controls and procedures, the results of
which are reported to the audit committee.

The Company's exposure to financial risk, the way these risks affect the financial position and
performance and the manner in which such risks are managed is as follows:

Credit risk

Credit risk represents the accounting loss that would be recognized at the reporting date if
counter-parties failed completely to perform as contracted. The Company does not have
significant exposure to any individual counterparty. To reduce exposure to credit risk the
Company has developed a formal approval process whereby credit limits are applied to its
customers. The management also continuously monitors the credit exposure towards the
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customers and makes provision against those balances considered doubtful of recovery. To
mitigate the risk, the Company has a system of assigning credit limits to its customers based on
an extensive evaluation based on customer profile and payment history. Outstanding customer
receivables are regularly monitored. Most of the customers are also secured, where possible,
by way of letters of credit.

Total financial assets of Rs. 17,561.21 million (2025: Rs. 14,026.66 million) are subject to credit
risk.
Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The
maximum exposure to credit risk at reporting date is:

Financial assets at amortized cost 2026 2025
---Rupees---

Trade debts 15,240,449,784 12,266,998,305

Bank balances 1,809,276,346 1,072,035,063

Deposits and other receivables 456,797,456 642,810,677

Mark-up accrued 28,949,068 19,085,522

Long term deposits 25,733,193 25,733,193

17,561,205,847 14,026,662,760

Counterparties with external credit rating

Credit risk is considered minimal since the counterparties have reasonably high credit ratings
as determined by various credit rating agencies. Due to long standing business relationships
with these counterparties and considering their strong financial standing, management does
not expect non-performance by these counterparties on their obligations to the Company.
Following are the credit ratings of counterparties with external credit ratings:

Bank Rating Rating 2026 2025
Short term Long term agency Rupees Rupees
Allied Bank Limited A-1+ AAA PACRA 2,730,332 4,633,724
National Bank of Pakistan A-1+ AAA PACRA 15,835,572 16,405,892
MCB Bank Limited A-1+ AAA PACRA 16,380,419 8,001,370
Meezan Bank Limited A-1+ AAA VIS 48,522,705 45,810,932
United Bank Limited A-1+ AAA VIS 9,663,331 5,023,251
Standard Chartered Bank Pakistan Limited A-1+ AAA VIS 4,078,728 430,356
Habib Bank Limited A-1+ AAA VIS 45,093,352 6,518,331
Soneri Bank Limited A-1+ AA PACRA 19,640,631 7,206,801
Bank Al Falah Limited A-1+ AAA PACRA 192,956,654 41,134,306
Askari Bank Limited A-1+ AAA PACRA 20,865,499 34,490,468
The Bank of Punjab A-1+ AAA PACRA 28,305,803 26,613,602
The Bank of Khyber A-1 AA- VIS 14,979,461 1,683,372
Bank Al Habib Limited A-1+ AAA PACRA 118,041,184 98,279,641
Bank Islami Limited A-1 AA- PACRA 50,660,541 21,722,726
Dubai Islamic Bank Pakistan Limited A-1+ AA VIS 26,704,045 20,667,914
Habib Metropolitan Bank Limited A-1+ AAA PACRA 7,494,241 2,626,080
Faysal Bank Limited A-1+ AA+ PACRA 10,895,214 -
Samba Bank Limited A-1+ AA PACRA 1,809 2,059
Silk Bank Limited A-1+ AAA VIS 73,295 73,295
AlBaraka Bank Pakistan Limited A-1 AA- VIS 23,132 24,132
Bank Makramah Limited A-2 A- VIS 615,325 624,124
JS Bank Limited A-1+ AA PACRA 2,317,944 16,666,707
Sindh Bank Limited A-1+ AA VIS 10,001,159 -
Industrial Commercial Bank of China F-1+ A Fitch 145,970 145,980

646,026,346 358,785,063
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41.2.2 Counterparties without external credit rating
These mainly include customers which are counter parties to local and foreign trade debts
against sale of yarn and fabric. The Company applies the IFRS 9 simplified approach to
measure expected credit losses which uses a lifetime expected loss allowance for all trade
receivables. Trade receivables are written off when there is no reasonable expectation of
recovery. The management uses an allowance matrix to base the calculation of ECL of trade
receivables from individual customers, which comprise a very large number of small balances.
Loss rates are calculated using a 'role rate' method based on the probability of receivable
progressing through successive stages of delinquency to write-off. The Company has used
three years quarterly data in the calculation of historical loss rates along with the matching
quarterly ageing brackets for the computation of roll rates. These rates are multiplied by scalar
factors to reflect the effect of forward looking macro economic factors. Out of total trade debts of
Rs. 15,290.13 million (2025: Rs. 12,311.67 million), Rs. 2,720.30 million (2025: Rs. 2,248.57
million) are majorly secured against letter of credits. The analysis of ages of trade debts and loss
allowance using the aforementioned approach as at June 30, 2026 was determined as follows:

2026 2025
Gross carrying Loss Gross carrying Loss

amount Allowance amount Allowance
The aging of trade debts at the reporting date is: - --------- Rupees -------mec-coomnnn Rupees ----------
Export debtors - secured
Not past due 2,720,304,719 - 2,248,569,443 -
Local debtors
Not past due 7,777,079,416 - 6,790,683,188 281,764
Past due
1- 90 days 4,301,379,232 2,013,623 2,925,773,011 4,438,174
91 - 180 days 251,147,651 5,648,610 247,058,034 41,804
181 - 270 days 53,484,916 1,374,553 62,289,527 3,413,491
271 - 365 days 102,732,369 4,580,051 3,748,332 3,684,512
366 - above days 84,003,091 36,064,773 33,541,890 32,805,375

15,290,131,394 49,681,610 12,311,663,425 44,665,120

Customer credit risk is managed by each business unit subject to the Company’s established
policy, procedures and controls relating to customer credit risk management. Credit limits are
established for all customers based on internal rating criteria. Outstanding customer
receivables are regularly monitored and shipments to the export customers are generally
covered by letters of credit or other form of credit insurance.

Credit risk on loans and advances and related markup accrued from related parties are
measured under General Approach based on assessment of factors related to increase in
significant risk and impairment at reporting date. These loans were given to related parties to
meet their operational and financial needs after approval of shareholders and the board of
directors after assessing the business case, financial vulnerability and credit worthiness. Inthe
financial year 2022, the outstanding advances to FEL and FTCL have been converted into

O
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preference shares. In the financial year 2024, markup accrued on advances to FEL was
converted into preference shares. Based on the assessment of factors related to credit risk
under IFRS 9, a provision has been recognized during the year against the remaining advances
and mark-up.

Other receivables and deposit are mostly from utility companies and insurance. Impairmenton
the assets has been measured on a 12 months expected credit loss basis and reflect the
shortest maturities. Based on past experience the management believes that no impairment
allowance is necessary in respect of these financial assets.

41.2.3 Concentration of credit risk

41.3

Concentration of credit risk exists when the changes in economic or industry factors similarly
affect Company's of counterparties whose aggregate credit exposureis significantin relationto
the Company's total credit exposure. The Company's portfolio of financial instruments is
broadly diversified and all other transactions are entered into with credit-worthy counterparties
there-by mitigating any significant concentrations of credit risk.

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as
they fall due. The Company's approach to managing liquidity is to ensure as far as possible to
always have sufficient liquidityto meet its liabilities when due. The Company is not materially
exposed to liquidity risk as substantially all obligations/ commitments of the Company are
restricted to the extent of available liquidity. In addition, the Company has obtained various short
term facilities from various commercial banks to meet any deficit, if required to meet the short
term liquidity commitments.

Exposure to liquidity risk

The following are the contractual maturities of the financial liabilities, including estimated
interest payments:




ANNUAL REPORT 2026

ted

imi

lls L

Fazal Cloth M

N,

N
L2
\’

s

G/G'1G0'G95C9 898°CL6'88Y Y €EC'P/G'99v'0C ¥/'€9G'609°L€  G/G1G0'G9GC9  69C'GES IO YS
812'€LC'288 - - 812'€LC'288 812'€LC'788 812'€LT'288
61°L16'VC - - 61°116'VC 61°116'1C 6111612
¥62'669'2019 - - ¥G2'669°C0L'9  ¥GC'669°C0L'9  ¥G2'669'20L9
620851601 066'78L'2C £6€'6eeL 989°L¥1 ) 620851601 G2L'L19°0L
G8Y'¥€8'206'€C - - G8Y'¥E€8'C06'CC  G8Y'VE8TO6'EC  €19'9L°LEGEC

L6€°601'9Y5°LE

8/8'8C1'99%'y  088'8YE¥6E'0C 6E9'1€9'G89°9

L6E'60L°YSLE  LOTEVY LEV'ET

.................................... §89ANY === == == mm e
sleal any sieal anly Jeah auo SMOJ} Used anjea
IE10L anoqy 0} 8UQ uey) ssa [enjoeuo) Buifuien
Geoe
GoZ'c89'crY'€9 269°10£°060°9 695°692°66¥°9Z Y00°TLLYS80E  S9Z'C8I‘CYY'E9  €19°886'8€0°2G
€91°10Z°2¢L - - €91°10Z°2¢L €91°10Z°2¢L €91°10Z'2¢L
261°LL6'LC - - 261°LL6'VC 261°LL6'}T 261°LL6'LT
8¢¥'L¥S'600°G - - 8eY'LYS'600°G  8EY'LPS'600'C  8EY'LPS600°S
£7€010°6 - 888‘LiY'6L GSY'796's) £ve0L0°6 Syv'Trv'e9
015°c58‘L6Y 9l - - 01G°€S8°L6Y9L  01G'€S8°L6V'9L  S29'THOTYE9L
619€60°'280°Ly  Z69°L0S°060°9 189°1Z8'6LY'9T 9VZ0L6'9.58  619°C60'L80°Ly 018'LLL'998°6T
Lo [ N T TP
- sieak aAl sieak aAl Jeak auo SMOJ} yseo anjeA
anoqy 0} 8uQ ueyj ssa [enjoeiu0) Buifiien
9Z0¢

dnyJew paniooy
PUSPIAIp pauleoun
so|qeAed Jayjo pue ape.]
Aigel| esean

%96'7C 01 %05 sBuimouog wis} Hoys
%10%Z 0} %0GZ Butoueuyy wis) Buo
seljfiqe [eloueulq
1salaul
10 9)el BAIdBYS
abelane
pajyBIa

dnyJew paniooy
PUSPIAIp pawiefoun
so|qeAed Jayjo pue ape.]
Angel| esean

%Y1°12T 0} %05 sbuimolioq s} Hoys

%¥E vl 03 %052 Butoueuy s} buo
saljl|iqel| [efoueuld
}salajul jo
ojel 9Al}d9)yd
abeione
pajybram




5}5@‘- Fazal Cloth Mills Limited ANNUAL REPORT 2026

41.4

41.41

It is not expected that the cash flows on the maturity analysis could occur significantly earlier,
or at significant different amount.

Market risk

Marketrisk is the risk that changes in market prices, such as foreign exchange rates, interest
rates and equity prices will affect the Company's income or the value of its holdings of financial
instruments. The objective of market risk managementis to manage and control market risk
exposures within acceptable parameters, while optimizing return. Market risk comprises of
currency risk, interest rate risk and other price risk.

Currency risk

Pakistani Rupee is the functional currency of the Company and exposure arises from
transactions and balances in currencies other than Pakistani Rupee as foreign exchange rate
fluctuations may create unwanted and unpredictable earnings and cash flow volatility. The
Company is exposed to currency risk to the extent that there is a mismatch between the
currencies in which borrowings, sales and purchases and bank balances are denominated and
the respective functional currency of the Company. The functional currency of the Company is
Pak Rupee. The currencies in which these transactions are primarily denominated are Euros
and US dollars.

Exposure to currency risk
The Company’s exposure to foreign currency risk at the reporting date is as follows:

2026 |
Total USD to Rupees EUR to Rupees
Statement of financial position items
Finance against imported merchandise &
finance against trust receipt 923,903,842 923,903,842 -
Foreign currency export finance 4,112,602,900 4,112,602,900 -
Bank balance (15,778,489) (5,448,876) (10,329,613)
Foreign debtors (2,720,304,719) (2,568,253,979) (152,050,740)
Exposure at reporting date 2,300,423,533 2,462,803,886 (162,380,353)
Off statement of financial position items
Outstanding letters of credit | 4,309,888,500 3,836,787,193 || 473,101,307

@
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2025

Statement of financial position items

Total

USD to Rupees

EUR to Rupees

Finance against imported merchandise &
finance against trust receipt

Foreign currency export finance

Bank balance

1,940,706,768

1,804,771,769

(18,421,841)

1,940,706,768

1,804,771,769

(17,105,533)

(1,316,308)

Foreign debtors (2,248,569,443) (2,087,881,246) (160,688,197)
Exposure at reporting date 1,478,487,253 1,640,491,758 (162,004,505)
Off statement of financial position items
Outstanding letters of credit | 5487982102 |  5270,805,759 || 217,176,343

The following significant exchange rate has been applied:

Average and spot rate

Average rate Spot rate
2026 2025 2026 2025
------------ Rupees ----=-====---
USD to Rupee 280.88 283.97 277.73 284.10
EUR to Rupee 327.71 333.13 317.16 332.83

@

Sensitivity analysis of on balance sheet items:

At reporting date, if the PKR had strengthened by 10% against the foreign currencies with all
other variables held constant, profit / (loss) for the year would (decrease) / increase by the
amount shown below, mainly as a result of net foreign exchange loss on translation of on
balance sheet items exposure in foreign currency as above.

Effect on statement of profit or loss 2026 2025
---Rupees---

USD to Rupee 246,280,389 164,049,176

EUR to Rupee (16,238,035) _ (16,200,451)

The weakening of the PKR against foreign currencies would have had an equal but opposite
impact on the profits.

The sensitivity analysis preparedis not necessarily indicative of the effects on profit for the year
and assets/ liabilities of the Company.
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Currency risk management

Since the maximum amount exposed to currency risk is only 1.71% (2025: 1.28%) of the
Company's total assets, any adverse/ favourable movementin functional currency with respect
to US dollar will not have any material impact on the operational results.

41.4.2 Interest rate risk

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes
in market interest rates. At the reporting date the interest rate profile of the Company's
significant interest bearing financial instruments is as follows:

2026 2025 2026 2025
Effective rate Carrying amount

Financial Instruments (in Percentage) (Rupees)
Financial liabilities
Fixed rate instruments:

Long term loan 2.50 - 8.00 2.50-6.25 4,254,770,676 5,318,721,845
Variable rate instruments:

Long term loan 9.33-14.34 11.90 - 24.01 25,612,007,133|| 18,112,721,362

Short term borrowings 2.50 - 21.14 2.5-24.96 16,342,042,625|| 23,537,764,673

41,954,049,758 41,650,486,035

Financial assets

Variable rate instruments:
Saving accounts 0.15-9.75 0.15-19.00 103,638,113 93,680,776

41.4.3 Fair value sensitivity analysis for fixed rate instruments

The Company does not account for any fixed rate financial assets and liabilities at fair value
through statement of profit or loss. Therefore a change in interest rates at the reporting date
would not affect statement of profit or loss.

41.4.4 Cash flow sensitivity analysis for variable rate instruments

@

A change of 100 basis points in interest rates at the reporting date would have increased/
(decreased) profit or (loss) for the year by the amounts shown below. This analysis assumes
that all other variables, in particular foreign currency rates, remain constant.

Increase / (decrease) Profit or loss

100 bps 100 bps
Increase Decrease
-------- Rupees --------
As at June 30, 2026 (418,504,116) 418,504,116
As at June 30, 2025 (415,568,053) 415,568,053

The sensitivity analysis prepared is not necessarily indicative of the effects on profit for the year
and assets/ liabilities of the Company.
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41.4.5 Interest rate risk management

41.5

The Company manages these mismatches through risk management strategies where
significant changes in gap position can be adjusted. The Company's significant borrowings are
based on variable rate pricing that is mostly dependent on Karachi Inter Bank Offer Rate
("KIBOR") as indicated in respective notes.

Other price risk

Other price risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices (other than those arising from interest rate risk
or currency risk). The Company is exposed to equity price risk because of investments held by
the Company and classified on the statement of financial position at fair value through profit or
loss and fair value through OCI. To manage its price risk arising from investments in ordinary
and preference equity securities, the Company diversifies its portfolio within the eligible stocks
in accordance with the risk investment guidelines approved by the investment committee.

Sensitivity analysis

The table below summarizes the Company’s equity price risk as of June 30, 2026 and June 30,
2025 and shows the effects of a hypothetical10% increase and a 10% decrease in fair values
as at the year end. The selected hypothetical change does not reflect what could be considered
to be the best or worst case scenarios. Indeed, results could be worse because of the nature
of equity markets and the aforementioned concentrations existing in the Company’s equity
investment portfolio.

2026
Estimated fair Increase
Fair . value after (decrease) in
Price change . .
value change in profit or (loss)/
prices equity
Rupees

Financial assets at fair value through 1,051,636,000 10% increase 1,156,799,600 105,163,600

profit or loss 10% decrease 946,472,400 (105,163,600)
Financial assets at fair value 12,959,275,653 10% increase 14,255,203,218 1,295,927,565
through OCI 10% decrease 11,663,348,088 (1,295,927,565)

14,010,911,653

2025
. Estimated fair Increase .
Fair . (decrease) in
Price change value after .
value . . profit or (loss)/
change in prices .
equity
Rupees

Financial assets at fair value through 648,389,200 10% increase 713,228,120 64,838,920
profit or loss 10% decrease 583,550,280 (64,838,920)
Financial assets at fair value 10,208,129,438 10% increase 11,228,942,382 1,020,812,944
through OCI 10% decrease 9,187,316,494 (1,020,812,944)

10,856,518,638
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41.6 Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes
associated with the Company’s processes, personnel, technology and infrastructure, and from
external factors other than credit, market and liquidity risks such as those arising from legal and
regulatory requirements and generally accepted standards of corporate behaviour. Operational
risks arise from all of the Company’s operations.

The Company’s objective is to manage operational risk so as to balance the avoidance of
financiallosses and damage to the Company’s reputation with overall cost effectiveness and to
avoid control procedures that restrict initiative and creativity.

The primary responsibility for the development and implementation of controls to address
operational risk is assigned to senior management within the Company. This responsibility is
supported by the development of overall Company standards for the management of
operational risk in the following areas:

- requirements for appropriate segregation of duties, including the independent
authorization of transactions

- requirements for the reconciliation and monitoring of transactions
- compliance with regulatory and other legal requirements
- documentation of controls and procedures

- requirements for the periodic assessment of operationalrisks faced, and the adequacy of
controls and procedures to address the risks identified

- development of contingency plans

- training and professional development

- ethical and business standards

risk mitigation, including insurance where this is effective

42. CAPITAL MANAGEMENT

The Board of Directors' policy is to maintain an efficient capital base so as to maintain investor,
creditor and market confidence and to sustain the future development of its business. The
Board of Directors monitors the return on capital employed, which the Company defines as
operatingincome divided by total capital employed. The Board of Directors also monitors the
level of dividends to ordinary shareholders.

The Company's objectives when managing capital are:

i) to safeguard the entity's ability to continue as a going concern, so that it can continue to
provide returns for shareholders and benefits for other stakeholders; and

ii) to provide an adequate return to shareholders.

The Company manages the capital structure in the context of economic conditions and the risk

characteristics of the underlying assets. In order to maintain or adjust the capital structure, the

Company may adjust the amount of dividends paid to shareholders, issue new shares, or sell

assets to reduce debt.

The Company monitors capital on the basis of the gearing ratio - calculated as a ratio of total
debt to capital employed.

@
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42.1

Gearing ratio as at June 30, 2026 and as at June 30, 2025 are as follows:

2026 2025
Restated
---Rupees---
Total debt 47,007,464,043 47,922,158,823
Total equity including revaluation surplus 75,677,279,378 56,437,258,040
Total capital employed 122,684,743,421 104,359,416,863
Gearing ratio 38% 46%

Total debt comprises of long term financing from conventional banks, long term musharika

including current portion of long term financing, short term borrowings, accrued mark-up and
lease liability.

There were no changes in the Company's approach to capital management during the year. The

Company is not subject to externally imposed capital requirements, commonly imposed by the
providers of debt finance.
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45.

46.

REMUNERATION OF CHIEF EXECUTIVE OFFICER, DIRECTORS AND EXECUTIVES

The aggregate amounts charged in the financial statements for the year for remuneration,
including all benefits to the Chief Executive Officer and Directors and Executives of the
Company are as follows:

2026 Chief 2025
Chief Directors Executives Total Executive Directors Executives Total
Executive Officer
------------------------ Rupees -------emmmmm oo~ RUpEES --------------o-

Managerial remuneration 16,698,000 33,396,000 197,382,541 247,476,541 15,180,000 30,360,000 167,636,924 213,176,924

House rent and utilities 4,872,563 - 35,954,558 40,827,121 5,636,027 - 31,764,500 37,400,527
Medical 1,318,981 - 21,291,696 22,610,677 265,815 - 18,809,206 19,075,021
Bonus paid 14,265,168 14,265,168

22,889,544 33,396,000 254,628,795 310,914,339 21,081,842 30,360,000 232,475,798 283,917,640

Numbers 1 2 84 87 1 2 72 75

In addition to above, two non-executive / independent directors were paid Rs.1.78 million
(2025: Rs. 1.47 million) as meeting fee.

Chief Executive Officer, directors and some of the executives are also provided with Company
maintained cars and telephones at their residences for the Company business purposes.

The contribution of employer towards the Gratuity for executive employee amounts to Rs.
47.065 million (2025: Rs. 45.613 million).

NUMBER OF EMPLOYEES 2026 2025

- - - Number- - -
Total number of employees as at June 30, 5,620 6,048
Average number of employees during the year 5,834 6,293

RELATED PARTY TRANSACTIONS AND BALANCES

The related parties comprise of entities of same group, directors of the Company, key
management personnel and post employment retirement plan. Amount due from and due to
related parties are shown under respective notes. Other significant transactions and balances
with related parties except those disclosed elsewhere are as follows:
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Key management personnel are those persons havingauthority and responsibility for planning,
directing and controlling the activities of the entity. The Company considers all members of

their management team, including Chief Executive Officer and Directors to be its key
management personnel and these are disclosed below:

Name Relationship % shareholding in the company Nusrrr‘l:;rsof
Mr. Rehman Naseem g:gcl)lr?;r;ctor/Key Management 10.34% 3.101.320
Mr. Aamir Naseem Sheikh Director/Key Management

Personnel 0.28% 82,828
Mr. Sheikh Naseem Ahmad 322‘322/5“ Management 0.03% 8,820
Mr. Muhammad Mukhtar Sheikh Egres%‘;:;ey Management 3.38% 1,012,969
Mr. Faisal Ahmed ggfs%;):;ey Management 6.80% 2,039,865
Mr. Abbas Mukhtar ggf;:ﬁ:;ey Management 2.26% 677,925
Mrs. Mahnaz Amir Sheikh azz‘;zzg:ea'{;zgﬁ?él 0.02% 4,447
Ms. Parveen Akhter Malik l[:’)ier;cgg:]/;ey Management 0.03% 7,501
Mr. Masood Karim Shaikh Dreciorlitey Management 0.01% 2,501
Mr. Muhammad Azam ggrgo/n}sily Management N/A 1
0

Certain directors have provided personal guarantee against loan provided by the financial
institution to the Company (refer note 21, 22 and 26).

47. SEGMENT REPORTING
47.1 Reportable segments

The management has determined the operating segments of the Company on the basis of
products produced.

The Company's reportable segments are as follows:
- Spinning segment - production of different qualities of yarn using natural and artificial fibers
- Weaving segment - production of different qualities of fabric using yarn

Information regarding the Company’s reportable segments is presented below. Performance is
measured based on segment profit before tax, as management believes that such information
is the most relevantin evaluatingthe results of certain segments relative to other companies
that operate within these industries.
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47.2 Information about reportable segments

Spinning Weaving Total

2026 2025 2026 2025 2026 2025

.................................. RUPBES ss=cscsccanararsssssrncsannscnssss
External revenues 84,176,118,133  76,075430,697 11,847,584,292 13026962152 96,023,702,425 00,002,392 849
Intersegment revenues 6,935,852,926 7.801,219,938 25,387,687 30,077.850 6,961,240,613 7.931.297.789
Caosl of sales (83,257,360,688) (77.443.444.4017) (3,820,189,518) (4.882202,702) (87,077,550,206) (B2.305647.102)
Intersegment cosl of sales (25,387,687 (20.077,.850) (6,935,852,926) (7,901,219,939) (6,961,2d0,613) (7,931,297 789)
Selling and distribution expense  (392,518,285) (377.248.411) (123,720,903) (139,385 122) (516,229,188) (516,633 533)
Administrative expenses {834,714,023) (BD4,319,803) (97,008,774) {95,966,904) (931,722,797) (900,286,707)
Other expense {350,915,267) (304,017 262) - - (350,215,267) (304,017 262)
Other income 989,555,007 809,759,561 14,237,741 9,850,429 1,003,792,838 919,609,990
Finance cost (4,754,571,169) (4,791,351,288) (356,063,606 (498,151 468)  (5,110,634,775) (5,289,502, 756}
Profit before taxation 2,486,058,037 1,135,951,182 554,373,993 469,964 297 3,040,433,030 1,605.815.479

47.2.1 The accounting policies for disclosure of the reportable segments are the same as the
Company's accounting policies described in note 5.20 to the financial statements.
Expenditures are allocated on the basis of actual amounts incurred for the segments. This is
the measure reported to management for the purposes of resource allocation and assessment
of segment performance.

47.2.2 Reconciliation of reportable segment revenues and profits

2026 2025
---Rupees---
Total revenue from reportable segments 102,984,943,038 97,933,690,638
Elimination of inter segment revenue (6,961,240,613) (7,931,297,789)

96,023,702,425 90,002,392,849

Statement of profit or loss

Total profit of reportable segments 3,040,433,030 1,605,915,479
Taxation for the year (1,467,335,497) (1,223,150,855)
1,573,097,533 382,764,624

47.3 Segment assets and liabilities

Reportable segments' assets and liabilities are reconciled to total assets and liabilities as
follows:

Spinning Weaving Total
------------------- Rupees - ------=------------

For the year ended June 30, 2026
Segment assets for reportable segment 95,251,594,984 4,795,642,737 100,047,237,721

Unallocated corporate assets - - 33,373,752,156
Total assets as per statement

of financial position 133,420,989,877
Segment liabilities for reportable segment10,637,787,470 - 10,637,787,470
Unallocated corporate liabilities - - 47,105,923,029

Total liabilities as per statement
of financial position 57,743,710,499
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Spinning Weaving Total

For the year ended June 30, 2025
Segment assets for reportable segment 83,388,249,985 4,751,503,241 88,139,753,226

Unallocated corporate assets - - 27,314,001,385
Total assets as per statement

of financial position 115,453,754,611
Segment liabilities for reportable segment 9,584,624,373 - 9,584,624,373
Unallocated corporate liabilities - - 49,431,872,198

Total liabilities as per statement
of financial position 59,016,496,571

For the purposes of monitoring segment performance and allocating resources between
segments

- all assets are held under unallocated corporate assets except property, plant and
equipment, stores spares and loose tools, and stock in trade which are allocated to
reportable segments; and

- all liabilities are held under unallocated corporate liabilities except for long term loans
obtained specifically for spinning unit.

Other segment information

Spinning Weaving Total
------------------- Rupees ---------c--mcconn--
For the year ended June 30, 2026
Capital expenditure 3,404,214,175 54,557,521 3,458,771,696
Depreciation
Cost of sales 1,974,069,108 153,328,716  2,127,397,824
Administrative expenses 120,247,215 2,086,283 122,333,498

2,094,316,323 155,414,999  2,249,731,322

For the year ended June 30, 2025

Capital expenditure 2,436,065,582 8,174,534 2,444.240,116

Depreciation

Cost of sales 1,996,838,495 161,217,827  2,158,056,322
Administrative expenses 132,950,520 2,289,898 135,240,418
2,129,789,015 163,507,725  2,293,296,740
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48. GEOGRAPHICAL INFORMATION

The Company operates in one principal geographical area. The Company's gross revenue
from external customers by geographical location is detailed below:

ANNUAL REPORT 2026

2026 2025
Note ---Rupees---
Domestic Sales 31 79,637,341,588 75,185,001,328
Export Sales 31 & 48.1 16,386,360,837 14,817,391,521
96,023,702,425 90,002,392,849
2026 2025
---Rupees---

48.1 Country wise export sales are as under:
China 7,120,997,081 4,452,366,100
United State of America 1,022,097,015 1,427,599,747
Portugal 504,410,007 423,942,407
Turkey 433,468,293 390,657,553
Hong Kong 272,751,603 413,678,747
Germany 562,552,635 468,081,948
Italy 592,911,818 537,345,035
Japan 35,811,205 111,244,842
Bangladesh 829,445,636 1,028,856,513
Singapore 690,468,621 30,931,100
Colombia 315,227,806 213,004,464
Tunisia 123,329,834 119,268,444
Malaysia 163,563,931 107,000,791
Madagascar 373,258,358 -
Korea 278,747,640 -
Spain 188,033,119 -
Oman 41,224,916 -
Others 62,727,303 353,813,765
Indirect exports 2,775,334,016 4,739,600,065
16,386,360,837 14,817,391,521

<
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48.1.1 All export sales during the year other than indirect are secured against letter of credit.

49. CAPACITY AND PRODUCTION

Spinning:

Number of spindles installed
Number of rotors and MVS spindles installed
Number of shifts worked

Number of spindles - shifts worked

Capacity at 20's count Kgs.
Actual production of all counts Kgs.
Actual production converted

into 20's count Kgs.

2026

275,724
10,572
1,094
301,642,056
137,699,496
113,607,038

138,352,178

2025

276,300
10,572
1,094
302,272,200
137,923,004
114,165,331

135,050,860

Capacity disclosed is estimated in 20's count however it is difficult to describe precisely the
production capacity in spinning mills since it fluctuates widely depending on various factors
such as count of yarn spun, spindles speed, twist and raw materials used etc. It also varies
according to the pattern of production adopted in a particular year.

Weaving:

Number of looms installed

Number of looms worked

Number of shifts worked

Standard cloth production Mtr.
Actual cloth production Mtr.

2026
224
224
1,094
46,517,252
43,102,886

2025
224
224
1,094
47,517,734
44,029,933

Capacity of weaving has not been disclosed as it is difficult to describe precisely the production
capacity in weaving mills since it fluctuates widely depending on various factors such as count
of yarn weaved, loom speed, reed change and raw materials used etc. Italso varies according

to the pattern of production adopted in a particular year.
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50. SHARIAH DISCLOSURE UNDER CLAUSE VII OF PART | OF SCHEDULE IV
OF THE COMPANIES ACT, 2017

Statement of Financial Position - Assets

Long term investments
Short term investment
Bank balances

Statement of Financial Position - Liability

Long Term Finances

Short term borrowings

Running finances under
mark-up arrangements

Accrued mark-up

Statement of Profit and Loss

and

The
a)
b)
c)
d)
e)

other Comprehensive Income

Revenue from contracts with customers - net
Un-realised gain on investments

a) Long term investment

b) Short term investment

Realised gain on investments
a) Long term investment
b) Short term investment

Other income / (expenses)
a) Profit on bank deposits
b) Dividend Income
c) Gain/ (loss) on sale of operating fixed assets
d) Reversal of loss / (loss) allowance against trade debts
e) Provision for slow moving store items
f)  Gain/ (loss) on sale of investment property
g) Mark-up on advance to PAEL
h) Loss allowance on long term markup accrued
i)  Rental income
j)  Exchange (loss) / gain on actual currency
k) Scrape sales
1) Others
Mark-up on running finances
under mark-up arrangements
Mark-up on short term finances
Mark-up on long term finances
Markup on lease liability

Company have banking relation with the following shariah-compliant financial institutions:

Meezan Bank Limited

Bank Islami Pakistan Limited

Dubai Islamic Bank Pakistan Limited
Faysal Bank Limited

MCB Islamic Bank Limited

Audited Audited
June 30, 2026 June 30, 2025
Conventional Sha".ah Conventional Shan?h
Compliant Compliant
Rupees

40,000,000 12,959,375,653 40,000,000 10,208,129,438
- 1,011,636,000 - 608,389,200
1,662,919,992 146,356,353 256,032,494 102,752,574
15,348,310,908 14,518,466,901  14,432,252,534  8,999,190,673

11,498,147,544

1,616,431,014
483,014,528

118,895,257

3,316,194
(3,316,194)
(41,392,849)

89,417,768
1,329,210,029
1,482,528,386

Conventional Banks which provided Conventional and Islamic Financing:

f)
9)
h)
i)
)
k)

National Bank of Pakistan
United Bank Limited
Habib Bank Limited
Askari Bank Limited
The Bank of Khyber
The Bank of Punjab

1,535,966,890

1,691,497,177
249,186,635

96,023,702,425

2,751,146,215
403,246,800

86,301

414,684,186

(133,508,608)
(5,016,490)

(23,609,620)
63,564,100

218,766,528
429,230,147
1,414,841,730
9,912,406

18,428,349,864

80,960,087
231,505,270

51,907,769

4,355,107

(4,355,107)

(145,164,734)

1,409,259,378
519,939,250
1,951,173,833

5,109,414,809

26,751,960
25,852,495

90,002,392,849

2,609,127,349
292,474,800

483,798,217
(36,855,339)
51,935,105

(6,372,038)

(7,719,341)
35,138,992

273,005,155
41,667,414
958,796,126
10,427,668
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51. NON ADJUSTING EVENTS AFTER STATEMENT OF FINANCIAL POSITION DATE
51.1 Subsequent to the reporting date, afire incident occurred in the Blow Room of Unit No. 10

of the Company, situated at Muzaffargarh. The fire was promptly controlled, and the unit
was restored back toits full production capacity instantly. The Company promptly notified
its insurer and assessment for claim is underway. The management does not anticipate
any financial impact on the Company. As the incident took place after the balance sheet
date, it does not require any adjustment to the financial statements.

51.2 The Board of Directors of the Company in their meeting held on September 30, 2026 has
proposed a final cash dividend of Rs.15 per share (2025: Rs.Nil) for the year ended June
30, 2026 for approval of the members in the Annual General Meeting to be held on
October 28, 2026.

52. CORRESPONDING FIGURES

Corresponding figures have been reclassified wherever necessary to reflect more
appropriate presentation of events and transactions for the purpose of comparison in
accordance with the accounting and reporting standards as applicable in Pakistan.
However, no significant reclassification has been made in these financial statements
except for reclassification of Rs.13.272 millions from finance cost to other income. The
amount represents profit on saving accounts which was netted-off against bank charges
inthe proceeding year.

53. DATE OF AUTHORIZATION FOR ISSUE

These financial statements were authorized for issue on September 30, 2026 by the
Board of Directors of the Company.

54. GENERAL

Figures have been rounded off to the nearest Rupee, except stated otherwise.

lédr"‘“%"ff \W;fg &wﬁ:

DIRECTOR DIRECTOR CHIEF FINANCIAL OFFICER

ey
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Number of Shareholdings Category Number of Shares Held %Age
Shareholders
914 Shareholdings from 1 to 100 18,042 0.06%
375 Shareholdings from 101 to 500 98,858 0.33%
127 Shareholdings from 501 ta 1000 97,386 0.32%
136 Shareholdings from 1001 to 5000 295,095 0.98%
23 Shareholdings from 5001 to 10000 155,536 0.52%
6 Shareholdings from 10001 to 15000 73,104 0.24%
3 Shareholdings from 15001 to 20000 48,532 0.16%
4 Shareholdings from 40001 to 50000 180,576 0.60%
1 Shareholdings from 55001 to 60000 58,344 0.19%
1 Shareholdings from 80001 to 85000 82,828 0.28%
2 Shareholdings from 130001 to 165000 296,500 0.99%
1 Shareholdings from 295001 to 300000 300,000 1.00%
3 Shareholdings from 380001 to 395000 1,176,847 3.92%
9 Sharehaoldings from 630001 to 680000 6,044,561 20.15%
2 Shareholdings from 1010001 to 1015000 2,022,355 | 6T4%
1 Sharehaoldings from 1300001 to 1315000 1,312,476 4.37%
1 Shareholdings from 1410001 to 1415000 1,414,139 4.71%
1 Shareholdings from 1420001 to 1425000 1,421,638 4.74%
1 Sharehaldings from 1765001 to 1770000 1,768,488 5.89%
2 Shareholdings from 1985001 to 2000000 3,993,810 13.31%
1 Shareholdings from 3100001 to 3105000 3,101,320 10.34%
1 Shareholdings from 6035001 to 6040000 6.032,565 20.13%
1615 Grand Total 30,000,000 100.00%

Categories of Shareholders

Number | Shares Held

Directors, Chief Executive, Spouses & Minor Children

10 6,938,186

Associated Companies, Undertakings And Related Parties

18 | 19,835,066

NIT & ICP 2 1,768,951
Banks, Development Financial Institutions, Non-Banking Finance Companies 7 170,322
Mutual Funds 1 12,406
Individuals 1,564 1,199,166
Joint Stock Companies 13 75,903

1,615 30,000,000

Basharat Hashmi
(Company Secretary)
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HAs at June 30, 2026

Categories of sharehalders Hiurmber of Shares h"n:““l

DIRECTORS, CHIEF EXECUTIVE, SPOUSES & MINOR CHILDREM

M. Sheikh Maseemn Ahmed 8,820 0.0294%
M. Amir Masesm Sheikh 82.828 D.2761%
Mrs. Mabinaz Amir Sheilkh (Spouse) = ,447 O 0148
Mr. Reehiman MMaseem 3,101,320 10.3377
%

M. Faisal Ahmed 2,039,865 6. 796,
M. pAuhammad Mukbtar Sheikh 1,012,969 3.3766N
M. Abbas Mukhtar 677,925 2Z2.26%

M. Parveen Akhter Malik 7.501 0. 0250
M. Masood HKarim Sheikh 2,501 0.0083%
M. Mubamrmad Shaukat 10 0.0000%

&, 938,186 23.13%

ASSOCIATED COMPANIES, UNDERTAKINGS AND RELATED

PARTIES

M. Fahd Mulkkhtar G677 92D 2.2598%
M. Abdullah Amic Fazal 1.414,139 4. 7%
M. Al Mukhtar 677, 925 2.26%
M Asad Mubamumacd Sheikh 1.012.970 3.38%
Far. Ibrahimm Mukhtar 675,895 2.25%
M Mohid Mohammad Ahmed &75,895 2.25%
s Mubammad Fazsesel Mulkkhtar &75 8B95 Z2.25%
M. Ambreen Fawacd L7 7,925 2.26%
M. Muhammad Yousal Amir 1.421.643 4. 7T
Me. Mera) Fatima GF7 . 925 2.26%
Fawad Ahmed Mukhtar 675,925 2.25%
Fazal Ahmed Sheikh 2,047,611 & .B1%
Farrukh Trading Campany Limited 292,282 1.21%
Fatima Holding Limited =5 0.00%
Fatima Management Company Limited 3IR2,282 T1.37%
Fatima Trading Company (Pvt.) Limmited A9 . 283 1.31%
Fazal Holdings (Pvt.) Limited V.3A52,.041 24.51%
Reliance Comumodities (Pwl) L 500 0. 00

19, B35 066 B6.12%

HNIT & 1CP

CDC - Trustee Hational Investment (LInit) Trust 1.768.188 5.89%
IDEL (ICP Unit) 463 O, 0o
1. 768,951 5.89%

BAMNKS, DEVELOPMENT FINANCIAL INSTITUTIONS, NHON-BANKING FINAMCE

COMPAMIES
Industrial Developmoent Bank Limiteo G613 O, 00
United Bank Limited 788 0.00%
Escorts Investment Bank Limited 196 0.00%
MMational Bank OFf Pakistan 993 0. 00%
Trusteese MHMational Bank Of Pakiatan Employees Pension Fund 161,680 0.54%
The Truste=, Ghulaman -E-Abbas Educational & Medical Trust 379 D.00%
Trustes= Mational Bank Of Pakistan Emp Benevolent Fund Trust 5.673 0.02%
170,322 0O.56%
MUTUAL FUNDS
CDRC - Trustes Golden Arrow Stock Fund 12,406 0.04%
e e L A o e S L Aot AN S s g o) o 5 A0E  O.OA%
INDIVIDUALS
Local 1,199,166 4L OO
Foreign (4] O 009
1.1929,.166 “4.00%
JOINT STOCK COMPANIES
Freedom Enterprises (Pyvi) Lid &, 3009 0.02%
Fazal Vegetable Ghese Mills: Lo T 689 0.03%
Fateh Textile Mills Limited 258 0.00%:
Molasses Trading & Expaort Co. L. 135 0.00%
Khoja (Pirhai) Shia lsna Asharci Jamat 2,602 0.01%
MEA SECURITIES LIMITED - MF 5,500 0.02%
sarfraz Mahmaood (Private) Litd 100 0.00%
H M Investments {(Pvt) Limited “4% 0. 00
Akram Cotton Mills Limitecl 10 O, 00
Maple Leaf Capital Limited 1 0. 00w
HAAF IMPORT B EXPORTS (PRIVATE) LIMITED 3.378 0.01%
Deputy Administrator Abandoned Properties Organization “18,208 O.16%
Fikrees (Private) Limited 1.668 O.01 %

75.903 0.26%

30,000,000 100.00 5

SHAREHOLDERS HOLDING 10 % OR MORE
Fazal Holdings Pvt Ltd (Associated Company) 7,352,041 24 .51%
Mr. Rehman Naseem (CEO) 3,101,320 10.34%
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_IWM OF PROXY

FAZALCLOTH MILLSLIMITED

I , of being a member of the Fazal Cloth

Mills Limited and holder of Shares as per FolioNoe. __ and/for CDC

Participation 1D # and Sub Account # do hereby appoint

of having Folio

No. __or and/or CDC Participation ID # and SubAccount

# failing him/her of having

Folio No. or and/or CDC Participation 1D # and Sub

Account # as my/our proxy to attend, speak and vote for me/us and on my/our behalf

at the Annual General Meeting of the company scheduled to be held on Wednesday, October 28,
2026 at 11.30 pm. , and at any adjournment thereof at registered office of the Company FG Head
Office, E/110, Khayaban-e-linnah, Defence Chowk, Lahore.

Please affix
At witness my/our hand this day of October 2026. Revenue Stamps
1. Name Member's signature
NLC (This signature should
o agree with specimen
Address registered with the
Company)
2. Name
N.I.C
Address
Note:

A member entitled to attend and vote at this meeting may appoint any other member as his / her
proxy to attend, speak and vote instead of him / her.

A member shall not be entitled to appoint more than one proxy.

The instrument appointing a proxy must be duly signed and witnessed by two persons, whose
names, addresses and CNIC numbersshall be mentioned onthe form.

Attested copies of the CNIC or the Passport of beneficial owners and the proxy shall be furnish ed
along with the proxy form. In case of corporate entity, the Board's resolution/power of attorney with
specimen signature shall be furnished along with the proxy form.

Proxies in order to be valid, must be received at head office 59/3, Abdali Road, Mul tan not later than
forty eight (48) hours before the time scheduled for the meeting.

The proxy shall produce his original CNIC or original Passport at the time of the Meeting.
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