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(MUNEER NAWAZ)
Chairman

(M. NAEEM)
Chief Executive

Directors are pleased to present the 33rd Annual Report of the Company for the Financial Year ended June 30, 2022.

Principal Activity

The principal business of the Company is production and sale of textile goods.

Financial Results and Prospects

Alhamdulillah, this year the Company operations have shown remarkable results. Despite fierce competition with Local and International 
competitors, your Company has managed to post a net sales of Rs. 7.456 billion with an increase of 51% as compared to last year, highest ever 
achieved by the Company since the start of its operations, mainly on account of increase in sales price of fabric.

Higher raw material cost and energy cost resulted in increase in cost of sales to 90.17% for the current year from 88.86% of sales during last 
year. Due to increase in cost of sales, Gross Profit (GP) rate for the year came to 9.83% as compared to 11.14% reported last year Despite the 
above mentioned impediments, your Company has managed to generate record-breaking profits of Rs.300.049 million, on the back of higher 
sales value, with an EPS of Rs 31.06 in comparison to Rs 22.46 reported during last year.

The significant portion of the cost of goods manufactured consists of Raw material, which is 87.5%, and power cost is 6.2%, which has always 
been the concern for the management to control.

Due to supply chain constraints, depreciating rupee value and increase in local / global demand for textile products, the raw material prices 
especially the yarn prices took a sharp rise which was the major reason for increase in raw material cost in the current year.

Increase in RLNG rates from USD 6.5 per MMBTU to USD 9 per MMBTU, along with abrupt and uninformed curtailment of RLNG starting 
from December 2021, increased the overall power cost significantly.

Increase in distribution costs is mainly attributable to higher export sales and increase in local freight charges and the sea freight owing to 
shipping supply constraints and increase in oil prices. Furthermore, the inflationary pressure has also resulted in an increase in the 
administrative expenses in this year as compared to last year.

The Company’s working capital requirement substantially increased during the year on the backdrop of higher stocks value, piling up of 
finished goods inventory due to delay in lifting by the buyers and built-up of trade receivables in the wake of higher sales value. Thus, Finance 
cost has gone up by 82% from Rs. 47.411 million last year to Rs. 86.455 million for the current year owing to the combined impact of a big 
rise in working capital and gradual hikes in interest rates.

Other income increased significantly mainly because of exchange gain due to currency devaluation.

The 49 looms imported under BMR plan, using the Temporary Economic Refinance Facility(TERF) offered by the Government, have been 
installed successfully and will further help in achieving higher efficiency and better cost control. 

Trend of elevated raw material and fuel costs is likely to persist during the coming year leading to a further increase in production costs. 
Moreover, curtailment of gas, political instability, uncertain taxes and levies, escalating sea freights and tight availability of vessels, higher 
inflation rates, policy rate hikes and fluctuation in exchange rate are the key challenges for the industry in the coming period.

Efforts will be continuing as always for more improvement.

Dividend

To share the profits with the shareholder, Directors are pleased to recommend a 130% cash dividend for this year. This payment is 41.85% of 
after tax profit of the Company for the year 2021-22. A sum of Rs. 150 million is proposed to be transferred to general reserve.

Principal Risks and Uncertainties

The Company is exposed to the following risks and uncertainties: -

• Increase in prices of raw materials
• Fluctuating demand of local and international market
• Fluctuation in exchange rates
• Energy availability and cost
• Market disruption due to changes in tax laws and regulations to widen the tax net

Company takes these risks as a challenge and seeks to minimize potential adverse effects of these risks on the financial perform ance.

Internal Financial Controls 

A system of sound internal control is established and prevailing in the Company. The system of internal control is designed in a manner to 
ensure achievement of Company’s business objectives and operational efficiency, reliable financial reporting and compliance with various 
statutory laws.

Material Changes and Commitments

No material changes and commitments affecting the financial position of the Company were observed between the end of the financial year of 
the Company to which the financial statements relate and the date of the report.

Outstanding Statutory Payments

All outstanding payments are normal and of routine nature.

Code of Corporate Governance

Company is cognizant of all requirements of Code of Corporate Governance and is complying with the same.  A Review Report by external 
auditors on Statement of Compliance is annexed.

Corporate and Financial Reporting Statements

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

b.    Proper books of accounts have been maintained.

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

d.  International Accounting Standards, as applicable in Pakistan, have been followed in preparation of financial statements and any 
departure there from has been adequately disclosed.

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

f.    There are no significant doubts upon the company’s ability to continue as a going concern.

g.    There has been no material departure from the best practices of Corporate Governance, as detailed in the listing regulations.

Six Years Review

Key operating and financial data and ratios of the company for the last six years are annexed.

Board and its Committees 

The total number of directors are ten as per the following:
 a) Male:  9       
 b) Female:  1       

The composition of the board is as follows:

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

*  The requirement of Independent Directors is at least two or one-third of members of the Board, whichever is higher. Three independent directors were appointed/elected on the Company’s 
Board and the fraction of 0.33 was not rounded up as one since the Board considers that the three Independent Directors have adequately protected the interests of the minority shareholders.

3. The directors have confirmed that none of them is serving as a director on more than seven listed companies, including this Company;

4. 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. The Board has developed a vision / mission statement, overall corporate strategy and significant policies of the Company. The Board has ensured that complete record of particulars of 
significant policies along with their date of approval or updating is maintained by the Company; 

6. 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 these Regulations;

7. 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 meeting of the Board;

8. The Board has a formal policy and transparent procedures for remuneration of directors in accordance with the Act and these Regulations;

9. The Board remained fully complaint with the provision with regard to director's training program. Out of total ten directors of the Company, three have minimum of 14 years of education 
and 15 years of experience on the board of a listed company and therefore are exempt from director's training program. Six other directors have completed the Director's Training Program 
from Pakistan Institute of Corporate Governance (PICG). The Company, however, intends to facilitate further training for the remaining Director in near future as defined in these 
Regulations;

10. There was no fresh appointment of Chief Financial Officer (CFO), Company Secretary (CS) and Head of Internal Audit (HOIA) during the year ended June 30, 2022. The Board has approved 
appointment of Chief Financial Officer, Company Secretary and Head of Internal Audit, including their remuneration and terms and conditions of employment and complied with relevant 
requirements of the Regulations;

11. The Chief Financial Officer and Chief Executive Officer duly endorsed the financial statements before approval of the Board; 

12. The Board has formed committees comprising of members given below:

a)  Audit Committee 
  Mr. Aamir Amin (Chairman)
  Mr. Muneer Nawaz
  Mr. Toqueer Nawaz
  Mr. Muhammad Usman Khalid
  Mr. Abid Nawaz

 The Board has not formed the ‘Nomination Committee’ and ‘Risk Management Committee’ as responsibilities of these committees are being taken care of at the Board Level as and when 
required. Therefore, a need for the separate formation of these committees does not exist.

13. The terms of reference of the aforesaid committees have been formed, documented and advised to the committees for compliance;

14. The frequency of meetings of the committee were as per following:

  Audit Committee: Four quarterly meetings during the financial year ended June 30, 2022;

  HR and Remuneration Committee: One meeting during the financial year ended June 30, 2022.

15. The Board has outsourced the internal audit function to a firm of Chartered Accountants who are considered suitably qualified and experienced for the purpose and are conversant with the 
policies and procedures of the Company; 

16. The statutory auditors of the Company have confirmed that they have been given a satisfactory rating under the Quality Control Review program of the Institute of Chartered Accountants 
of Pakistan and registered with Audit Oversight Board of Pakistan, that they and all their partners are in compliance with International Federation of Accountants (IFAC) guidelines 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;

17. 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 guidelines in this regard;

18. We confirm that all requirements of regulations 3, 7, 8, 27, 32, 33 and 36 of the Regulations have been complied with.

The Company has complied with the requirements of the Regulations in the following manner: 
        
1. The total number of directors are 10 as per the following: 
 a) Male: 9       
 b) Female: 1       
        
2. The composition of the Board is as follows:

Category 

Independent directors 

 

 

Non-executive directors 

 

 

Female non-executive director

Executive directors

Names 

Mr. Farooq Hassan 

Mr. Aamir Amin 

Mr. Syed Nadeem Ali Kazmi

Mr. Muneer Nawaz 

Mr. Toqueer Nawaz 

Mr. Muhammad Usman Khalid

Mr. Abid Nawaz 

Mrs. Sadia Muhammad 

Mr. Muhammad Naeem – Chief Executive Officer

Lt. Col(Retd.) Rashiduddin Shams

Karachi: September 28, 2022

for and on behalf of the Board of Directors

b)  HR and Remuneration Committee
  Mr. Farooq Hassan (Chairman)
  Mr. Muneer Nawaz
  Mr. Muhammad Naeem
  Mr. Toqueer Nawaz
  Mrs. Sadia Muhammad
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Board and its Committees 

The total number of directors are ten as per the following:
 a) Male:  9       
 b) Female:  1       

The composition of the board is as follows:

REVIEW REPORT TO THE MEMBERS ON STATEMENT OF COMPLIANCE
CONTAINED IN LISTED COMPANIES (CODE OF CORPORATE GOVERNANCE)  REGULATIONS, 2019

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Corporate Governance) 
Regulations, 2019 (the Regulations) prepared by the Board of Directors of Shahtaj Textile Limited (the Company) for the year 
ended June 30, 2022 in accordance with the requirements of Regulation 36 of the Regulations. 

The responsibility for compliance with the Regulations is that of the Board of Directors of the Company. Our responsibility is to 
review whether the Statement of Compliance reflects the status of the Company’s compliance with the provisions of the 
Regulations and report if it does not and to highlight any non-compliance with the requirements of the Regulations. A review is 
limited primarily to inquiries of the Company’s personnel and review of various documents prepared by the Company to comply 
with the Regulations.

As a part of our audit of the financial statements we are required to obtain an understanding of the accounting and internal control 
systems sufficient to plan the audit and develop an effective audit approach. We are not required to consider whether the Board 
of Directors’ statement on internal control covers all risks and controls or to form an opinion on the effectiveness of such internal 
controls, the Company’s corporate governance procedures and risks.

The Regulations require the Company to place before the Audit Committee, and upon recommendation of the Audit Committee, 
place before the Board of Directors for their review and approval, its related party transactions. We are only required and have 
ensured compliance of this requirement to the extent of the approval of the related party transactions by the Board of Directors 
upon recommendation of the Audit Committee. We have not carried out procedures to assess and determine the Company’s 
process for identification of related parties and that whether the related party transactions were undertaken at arm’s length price 
or not.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of Compliance does not 
appropriately reflect the Company's compliance, in all material respects, with the requirements contained in the Regulations as 
applicable to the Company for the year ended June 30, 2022.

Chartered Accountants 

UDIN: CR202210091Aqovg6ywF

Karachi: September 29, 2022


