’5{)‘

SECURITIES AND EXCHANGE COMMISSION
OF PAKISTAN

|Islamabad|

Before Tahir Mahmood
Executive Director (Enforcement)

In the matter of

Asim Textile Mills Limited

Order under Section 208 read with Section 476 of the Companies Ordinance, 1954

Sl Cause Notiee No. and Diate EMIDV3 1 44672006-3800
Dated June 23, 2009

Dyt oo Bnval hearing Abgust 20, 2009
Presem Mr. Alah Datta
CFO

Mer. Ajmal Shabab
Altormey

Dt of Order; August 24, 2009

This Order wall dispose of the proceedings initiated against the Chief Executive and Directors of
Asim Textile Mills Limited (“Company™) for making unauthorzed imvestments in its associated company in
violation af the provisions of Section 208 of the Companies Ordinance, 1984 ("Ordinance™),

=

=3 The brief facts of the case are that examination of the annual audited accounts of the Company for the
vear ended June 30, 2008 (“accounts™), revealed that Note |8-Advances include an amount of Rs2.85%4
million (2007 2.854 million) provided to Zeeshan Energy Limited (“ZEL™) . an associated undertaking as
advance against supply of electricity. The Company was advised 1o provide the copies of ledger aceounts for
the above mentioned associated company for the financial years ended June 30, 2007 and June 30, 2008. The
Company submitted the copies of releyant ledger accounts. The copies of these ledger accounts were
examined and it was observed that the Company had made said advance to ZEL prior 1o July 1, 2006 and the
advance was outstanding for both of the above referred financial years. It appeared that the balance was nat
falling in the pature of normal trade credit as per Section 208 of the Ordinance, therefore, a Show Cause

Notice (“SUN™) dated June 25, 2009 was issued to the Chief Executive and all the Directors of the Company
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calling upon them to show cause as to why penal action may not be taken agamnst them under
Sub-seetion (3) of Section 208 read with Section 476 of the Ordinance for violating the statutory requirements
ol the Ordinance. The SCN was responded vide reply dated July 28. 2009, Their submissions are summarized
w8 nder;
= The power project setup by ZEL was a sort of captive power project. It has been supplying
electricity to the Company on credit,

s Supply ol electricity from ZEL in the past is as tabulated below:

Year ended . ﬂ;ﬂ.‘hﬂﬁi‘ of electricity from
. (Rupees in thousands)

307 Sep. 1999 47.226.

30" Sep. 2000 19,109,

30" Sep. 2001 43,468

30™ Sep. 2002 48,959, |
0" Sep. 2003 48.485. |
30" Sep. 2004 53338,

0™ Jun, 2005 | 36,821,

30™ Jun. 2006 i 30,302. ’
30" Jun. 2007 I 303,

36" Jun. 2009 | 532 '

® It is evident from the above data that the nature of transactions with ZEL is clearly on account of
trading aclivities i normal circumstances

* |n years 2004/5 due to huge increase in furnace o1l prices, electricity from ZEL became highly
uneconomical whea compared with sut gas generators WAPDA. Therefore Company management
decided to obtain electricity from sul gas generators on rent rather than from ZEL. It was also
decided to keep the captive power project of ZEL intact and ready for the supply of electricity in
case of sul gas from SNGPL was not available due to any reason. This was all done as a prudent
business approach o run the business of our textile mills in the most competitive manner without

any interruption due to non-availability of electricity.
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¢ The balance stands in the name of ZEL is purely a trade balance. The only reason of outstanding
balance as on June 30, 2008 is the difference in the prices of furmace oil and the electricity rate
fixed by the NEPRA

= In view of the above factual position there 1s no doubt that the balance is entirely on account ol
narmal trade credit based on commercial expediency

o  Without conceding the factual and legal position as elaborated above, the debat balance of ZEL was
nat at all ereated through any interest bearing Tunds mther it was provided out of interest free loans
Trom directors apparent from financial statements of the Company, So no fnancial busden was
mmposed on the Company

o  Currently there 15 no balpnce standing in the name of ZEL as on the consent of
Ms. Noor-ul-Ain Zahid (Director), the Board of Directors of the Company has approved to adjust
the remaining  balance of ZEL  from the account ol Ms, Noor-ul-Aan Zalind  as on

Apnl 27, 2004

i I'he aloresaid submissions and information available in the ledger accounts of the associated
company has been examined. It is evident that said advance was adjusted on April 27, 2009 after passage of
aboul 2 years and 10 months and such a long period of time cannot be regarded under normal trade credit as
envisaged in Section 208 of the Ordinance.

4, In order w provide an opportunity of personal hearing, the case was fised for hearing on
August 20, 2009, On the date of hearing Mr. Allah Datta. CFO of the Company and Mr. Ajmal Shabab,
Auomey represented the Chief Executive and Directors of the Company, They presented same arguiments as
were given in the written submissions. The case was discussed in detail and the default was admitted, [t was
however requested by the representatives of the Company that a lenient view may be taken considering that
the amoeunt of advance has already been adjusted by the Company.

P After having considered the admitted default of the Chief Executive and Directors of the Company

and the perusal of the documemts and imformation placed on record, it 1s established that said advance given to

the associated company cannot be termed as a normal trade credit and therefore falls under the ambit of

Seotion 208 of the Ordinance. Advance provided to the associated company was without a prior approval
from the shareholders through a special resolution and without charging any return on such credit given which
1510 violation of the requirements of Section 208 of the Ordinance. For the foregoing reasons. iU1s established
that the Chief Executive and the Directors have not exercised due care while extending this credit to the
associated company, | have, however, noted that the default has been admitted and the relevant amount las
already been recovered. Moreover, the representatives of the Company have also assured that Company

woltld ensure strict compliance of the provisions of the Ordinance in future.
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0. In view of the above. |, instead of Impoesing maximum penalty of B 10,000,000 as prescribed by
Sub-section (3) of Section 208 of the Ordinance, take a lenient view of the default and impose # Wwken fine of
K. 200,000 (Rupees two hundred thousand only) on Mr. Zahid Anwar. Chief Executive of the Company.

i Ihe Chief Executive of the Company is hereby directed 1o deposit withm thirty davs ol the date of the
receipt ol this Order the aforesaid fine of Rs.200.000 {Rupees two hundred thousand onlyy i the designated
bk account maintamed in the name of Securities & | wehange  Commission of  Pakistan  with
MOB Bank Limited and furnish a receipted challan to the Commission. In case of non-deposit of the penalty,
proceedimgs under the Land Revenue Act, 1967 will be initiated for recovery of the finey as an arrear of bind
revenue. 1t may also be poted that saud pepalty is imposed on Mr. Zalud Anwar, Chiel Executive e hiy

|i'1'|,‘r&;"¢“l capucity, therefore, heis required to pay the said amount from his personal resources
|

Fabhir Mahmood
Executive Director ( Enforcement)

Announced
August 24, 2008

lslamiabad
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