SECURITIES AND EXCHANGE COMMISSION
OF PAKISTAN

| Istamabad|

Before Ali Ageem Ikrant, Director {Enfl

In the matter of

Mian Textile Industries Limited

Numberand date of notice Mo MR 260:2002-309 |
dated May 7, 2009

12t of Tlearing, Tume 26, 2009

Present Mian Mubammad Jehangis
Chairman/Cligl Fxecutive

Order

Under Seetion 235 read with Section 476 of the Companies Ordinance, 1984

This order  shull  dispose  off the  proceedings initiated  through  Show  Cause  Notice
MO MIDI233/2692002-3091 dated May 7. 2009 under the provisions of Seetion 235 of the Comparies
Ovedinanee. 1984 (the “Ordinance) served on the directars of Mian Testile Indusiries Limited (the
“Company™ )

R It Tias been noticed from the annual audited accounts of the Company fur the period ended Jung

30, 2008 that the Company hiss been transterring ineremental depreeiation from “Surplus on [2evaiuwion

ol Fixed Assets Account™ to un-appropriated prafit/ aectmudated loss through profit and luss aceount
i contravention of Seetion 233 of the Ordinance vead with S.00.00 #3501 1200 % dated January RERITRIE
SROPY, which requires the transfer of amount of ineremental deprecintion from the surplus on
revaluation of ixed assets account to un-appropriated profit / accumulated loss aceounl through

statement of changes in equity, The auditors of the Company. Mis. Horwath Hussain Chaudhurny & Co.

also qualificd their report to the sharcholders on the atoresaid fssue in the Tollowing manner:

CHreasits

Surpties i propeny et el cipepment pali=vd o inerementol deprectution gmd dispasel of it el
wielimeny dtiiinge e var oy beert i Tiihed b arrivime ar the figieees of loss affor G os oty o Hr!
regumrenzents of FAS=166 ragerty, Plunt wndd Egpeipmient) and Seetion 233 of the Cimyprinties vdinanee, [958

Hedd the surplis realized been transferred directiy o retaiiied coraings: il Joss for the vear wondd lave fecn
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SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN

Enforcement Deparetaneny

1 Conseguently, o show cause nolice dated Way 7. 2007 (SOMNSwas fssted o the directors of the
Company 1o explain as to why aetion may not be taken apainst them for the aloresaid violation. 1he SCN
was responded by Mian Muhammad Jehangir, Chief Executive/Chalrman ol the Company swhoomade
lotlowing submissions:

1. Regarding treatment accorded 1o surplus in books, we lave to lock o few sears back when all the
cottan industry was i crises and the State Bank of Pakistan (SBP) in order o support the
midustry. granted the permission 1o the industry to revalue its assets and get Tinances (rom banks
and finaneial institutions, Like others, we alsa pot owr assets revalued for obtaining some
finances, which otherwise has no relation with Company s profitability and operations,

i Unlike the whoele industry we then decided 1o elimmiate revaluation surplus and adopted this
method to bring the books closer 1o true and Fair position as soon s possible, while the whaole
mdustry was writing back the surplus swhen it was realized in the vear of sale of fixed assets.
Phere is also accounting comvention to record all the assets. labilities: prolit and loss items at s
cost Le. par value. We followed the same concept and if the incremental deprecintion s ¢harped
to profit and loss account, the profit/(loss) so conputed 1sonat teoe fer the simple season that no
money was spenl or cost was incurred on acquisition of capital assets and deprecation was
charged on fictiiousfrevalued figure of revaluation surplus recorded by ook adjustment. As all
of us know that revaluation surplus has nothing to do with Company's eperations, it was just a
way te obtain finances

e As far as taxaton authorities are concerned. they also reject the revaluation surplus at first
instance and it is never recognized for allowing depreciation in computing taxable income.

i, I view ol the above Facts, we feel that the treatment of revaluation surplus adopted by us s

logical and correct and also inline with the taxation faws of the country.

5. Laplanation furnished in response to the SCN was not found satistictony therelore the Cise wis
fixed for hearing on June 26, 2009 On the date of hearing Mian Mubammad  Jehangiv. Chief
Executive/Chairman appeared before the undersigned 1o argue the case. He relerred 1w hisowiitten
submisstons and stated that in his apinion the treatment adopted by the Company does net affect the trye
winel Pie view of the state of aftairs of the Company, He argued that proper disclosures have been madg in
the aveounts and the Company has net tricd 1o conceal any thing (rom the sharcholders or other
stakeholders: He, however. admitted non-compliance with the requirements ol Seetion 235 ol (he
Ordinance réad with SRO and assured to rectify the default in linancial statements of the Company Dol

the vear ended June 30, 2008, (’ H__f!&m*—*‘
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SECURITIES AND ENCHANGE COMMISSION OF PAKISTAN
Euforecment Department

i, I'he defanlt is-established and same has alse been admitted. However, i vies ol assurance given
by the Chicl Exeeutive for future complianee. 1 taking a feniént view, instead ol imposing a maxinm
pesialty of Rs 200000/~ on each director, impose a fine of Rs L0080/ (Rupees wen thousamd ondy oo thie
Chiel Executive of the Company enly, for the atoresand defanlt as provided wnder Subeseetion (37 ol
Sectien 235 of the Ordimange. The ather directors aresstrictly warned 10 be ¢arelul in future, | hope thit
the directors will respond positive o this Tenient view by ensuring compliance with the requirements ol
the Ohrddinance.

7 e Chiel’ Exceutive 3 the Company is hereby directed 1o deposit the aforesaid fine in the
designated bank account maintained in the name of Securities and Lxchange Commssion of Pakistan
with MOH Bank Limited or pay through o demand dralt in the name of Sccurities and Lxchangag
Commission of Pakistan within thirty days fron the receipt of this order and furnish ceceipted bank
vaucher to the Commissian, failing which proceedings lor recovery ol the Tines as an arrears of land
revenue will be iitiated. 1t may also benoted that the said penalty is imposed on the Chiet Exeeutive in
his personal capucity: therefore. he is required 1o pay the <aid amounts fram his personal resonrees
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Al Azeem Tkram
Dircetor (Enforcement )

Announeed
July 3. 2000
[stamiabad.
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