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Vision
A company providing quality textile
products by maintaining an excellent
level of ethical & professional standards.
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Mission Statement
To become the leader of textile
products globally and to achieve the
epitome level of success.
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Notice is hereby given that the 41t Annual General Meeting of the members of Faisal Spinning Mills
Limited will be held on Monday, 27" October 2025 at 04:00 pm at the registered office of the
company i.e. Umer House, 23/1, Sector 23, S. M. Farooq Road, Korangi Industrial Area, Karachi,
to transact the following business:

FAISAL SPINNING MILLS LIMITED
NOTICE OF ANNUAL GENERAL MEETING

The following ordinary and special business is proposed to be conducted in the meeting:

Ordinary Business:
1. To confirm the minutes of the last annual general meeting held on 28 October, 2024.

2. To receive, consider and adopt the audited financial statements of the company for the year
ended 30™ June, 2025 together with the auditors’ and directors’ report thereon.

In accordance with Section 223 of the Companies Act, 2017, and pursuant to S.R.0. 389(1)/2023
dated March 21, 2023, the financial statements of the Company have been uploaded on the
website of the Company which can be downloaded from the following web link and QR enabled
code:

URL: http://www.umergroup.com/faisal-financial-reports.html

3. To appoint the auditors for the next term i.e. year 2025-2026 and fix their remuneration at PKR
3,100,000 (FY2024-25 PKR 2,775,000). The retiring auditor Messer’s Mushtaq and Company,
Chartered Accountants, being eligible, offer themselves for reappointment.

4. Special Business:

(A) To approve by way of special resolution with or without modification the following resolutions in
respect of related party transactions under the provisions of Section 208 of the Companies Act, 2017:

(i) “Resolved That Related Parties Transactions carried out during the year as disclosed in the financial
statements for the year ended June 30, 2025, be and are hereby ratified, approved and confirmed.”

(ii) “Resolved That the Board of Directors of the Company be and are hereby authorized to approve
the transactions to be conducted with Related Parties on case to case basis during the financial year
ending June 30, 2026.

Further Resolved That transactions approved by Board shall be deemed to have been approved by the
shareholders and shall be placed before the shareholders in the next general meeting for their formal
ratification/approval.”

5. Any Other Business:

To transact any other business with the permission of the chairman.



The statement of material facts in relation to aforesaid special business as required under section
134(3) of the Act and SRO 423 (1)/2018 is enclosed.

The notice along with statement of material fact have been dispatched to the shareholders by post
and uploaded placed on company website at “www.umergroup.com”.

Moreover, the notice and annual report for June 2025 have also been sent electronically to
shareholder under the provisions of SRO 452(1)/2025 of 2025 issued by Securities and Exchange
Commission of Pakistan on March 17, 2025.

Karachi: (By the order of the Board)
Dated: 30" September, 2025 Adeel ur Rehman Ansari

Company Secretary
Notes:

1. For attending the meeting electronically

In pursuance of SMD/SE/2(20)2021/117 to ensure the participation of members in the
general meeting electronically, the members can attend the meeting through video link
facility, “Zoom” which is available on Google Play or Apple App Store. The entitled member(s)
can access with following ID and password:

Join Zoom Meeting
https://usO5web.zoom.us/j/3822738660?pwd=T2ppUWYxSCtjUXduQ2ErROINSEMzQT09
Meeting ID: 382 273 8660

Passcode: fsmcorp

2. The Shares Transfer Books of the Company will remain closed from 20 October 2025 to 27t
October, 2025 (both days inclusive). Transfers received in order at the registered office of the
company situated at Umer House, 23/I, Sector 23, S. M. Farooq Road, Korangi Industrial Area,
Karachi by 19* October 2025 will be treated in time for the purpose of entitlement of dividend (if
any) and to attend the Annual General Meeting of the company.

3. Members interested to attend the virtual meeting through some other member as proxy are
requested to send their proxy form (Enclosed) via email at fsm.corporate@umergroup.com or at
the registered office of the company not later than 48 hours before the time of holding the
meeting.

4. Pursuant to section 132(2) of Companies Act, 2017 the company shall facilitate its members to
attend the annual general meeting through video-link by providing video-conference facility, if
available, in the city where 10% or more shareholders of the company reside, provided that the
Company receives their demand to participate in annual general meeting through video-link at
least seven (07) days prior to the date of meeting.

In this regard, it is requested to fill the following Form and submit at the registered address of the
Company at least 10 days before holding of the Annual General Meeting:

“I/We, being a member of Faisal Spinning Mills Limited, holder of Ordinary
Shares vide folio hereby opt for video conference facility at ”

Signature of Member
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In compliance of SRO 1013(1)/2017 dated 6th September, 2017 the claimant wise details of
unclaimed shares and dividends as on June 30, 2025 have been uploaded on our website:
www.umergroup.com. In this regard, the said shareholders are requested to approach the
Company Registered Office or Share Registrar Office regarding any unclaimed dividend, shares or
modarba certificates. In case of failure to lodge the claim for unclaimed dividends that were
overdue for more than 3 years within 90 days of this notice, the amount of such unclaimed
dividends shall be deposited to the credit of Federal Government in accordance with the
requirement of the Companies Act, 2017.

Under the provision of S.R.0.452(1)/2025 issued by SECP the distribution of gifts, giveaways or
complimentary items are strictly prohibited at the general meeting.

Under the provision of S.R.0.451(1)/2025 issued by SECP to be read in conjunction with section
134 of the Companies Act 2017, for all businesses classified as “Special Business”, the voting by
the members of the listed company shall only be through postal ballot and for the purpose of this
there shall be no voting by show of hands by members of the listed company who attend the
general meeting physically.

Further, the members who did not cast their vote through electronic voting facility and by post
prior to the date of the general meeting, shall be allowed to cast his/her vote on the day of the
general meeting by way of ballot paper only.

E-Voting and Postal Ballot

The schedule and procedure of postal ballot / E-Voting will be placed on the company's website
i.e., www.umergroup.com before seven (7) days of the meeting. Members can exercise their right
to demand a poll subject to meeting requirements of Section 143 -145 of the Act and applicable
clauses of Companies (Postal Ballot) Regulations 2018 issued vide amended SRO 254(1)/2018.

a) E-Voting

i) The procedure for e-voting facility will be shared through email with those members of the
company who have valid cell numbers/email addresses (Registered email ID) available in the
register of members by the end of 19t October, 2025.Thus, those members who intends to
exercise their right to vote through E-Voting shall provide their valid cell numbers and email
on or before 19 October, 2025 with the registrar of the company or email us at:
“fsm.corporate@umergroup.com”.

ii) The web address, login details and security codes will be communicated to members via
email by Hameed Majeed Associates (being the e-voting service provider).

iii) Identity of the Members intending to cast vote through e-Voting shall be authenticated
through authentication for email login.

iv) E-Voting lines will start from October 24, 2025, 9:00 a.m. and shall close on October 26,
2025 at 5:00 p.m. Members can cast their votes any time in this period. Once the vote on
a resolution is casted by a Member, he / she shall not be allowed to change it subsequently.

b) Postal Ballot

i) Members may alternatively opt for voting through postal ballot and for their convenience,
Ballot Paper is annexed to this notice and the same is also be downloaded from the
Company's website www.umergroup.com.

ii) The members shall ensure that duly filled and signed ballot paper, along with copy of
Computerized National Identity Card (CNIC) should reach the Chairman of the meeting
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through post at Umer House, 23/1, Sector 23, S. M. Farooq Road, Korangi Industrial Area,
Karachi (Attention of the Company Secretary/ Chairman) by Saturday, October 25, 2025
before 5:00 p.m. The signature on the ballot paper shall match with the signature on
CNIC/record of the Company. A postal ballot received after this time / date shall not be
considered for voting.

c) The board of directors under the clause 5 of SRO 254(1)/2018 have appointed the share
registrar of the company M/s Hameed Majeed & Associates (Pvt) Ltd to conduct the e-Voting
services. They have their own secured web portal system to perform the services adequately
in a smooth manner.

d) The board of directors under the clause 11 of SRO 254(1)/2018 have appointed Messer’s
Mushtaq and Company, Chartered Accountants, being eligible with satisfactory QCR rating
from ICAP. They possess necessary knowledge and experience to independently scrutinize and
conduct the voting services.

9. Under the provision of Section 72 of the Act, the shareholders are now required to replace their
physical shares with book-entry form at earliest. Accordingly, the physical shares are now required
to be converted into Book-Entry Form and kept by Shareholders in their Central Depository System
(CDS) Accounts. The CDS Account can be opened and maintained by any CDC Participant {Stock
Broker or CDC Investor Account Services Department (CDC IAS) of Central Depository Company of
Pakistan Limited situated at Karachi, Lahore and Islamabad.

The following are key features of holding shares in book-entry form in CDC:

¢ Book-Entry shares cannot be lost, stolen or spoiled.
¢ No need for issuance of duplicate shares.
¢ Book-Entry shares can instantly be traded (Sell/Purchase) in Stock Market.
* No requirement of transfer deed for transfer/sale of Book-Entry shares.
¢ Book-Entry shares can be pledged for availing of any financing facility.
¢ Instant credit of Bonus and Right shares entitlements in Book-Entry form.
¢ 24/07 online access of CDS Accounts for reviewing portfolio information.
e Easy access of periodic Account statements of CDS Accounts.
Statement of Material Facts Under Section 134 (3) of The Companies Act, 2017

Items pertaining to 5(A)(i) of the notice for ratification and approval of the related party transactions
during the year ended June 30, 2025.

The related party transactions (RPT) were carried out at arm’s length during the normal course of
business activity during the year ended June 30, 2025 with its associated undertaking and related
parties in accordance with its corporate policy, applicable laws and regulations in compliance with the
provisions of IAS 24. All the RPT reviewed and approved by the board of directors were duly placed
before head of internal audit for approval, followed by the approval of audit committee

However, since common directorship exists between the related parties (by virtue of being the
shareholder or common directorship), these transactions are being placed for the approval by
shareholders in the Annual General Meeting. All transactions with related parties to be ratified have
been disclosed in the financial statements for the year ended June 30, 2025.

The transactions entered with the related parties include, but are not limited to, sale & purchase of
goods, dividends paid and received, investments and divestment made (in accordance with the



approval of shareholders and board where applicable). The nature of relationship with these related
parties has also been stated in the financial statements for the year ended June 30, 2025.

Related Party Transactions

The related parties comprise holding company, subsidiaries and associated undertakings, other related group companies, directors of the Company, key management
personnel and post employment benefit plans. The Company in the normal course of business carries out sale and purchase of goods and services transactions with
various related parties. Names, basis of relationship, nature and description of related party transactions along with monetary value are as follows:

Name of the related party Basis of relationship Percentage of shareholding

Bhanero Textiles Limited Common directorship N/A

Blessed Textiles Limited Common directorship 18.49%

Bhanero Energy Limited Common directorship N/A

Admiral (Private) Limited Directorship of close family relative 14.40%

Mohammad Salim Director 0.29%

Yasmeen Begum Directorship of close family relative 2.39%

Khurram Salim Director 2.00%

Farrukh Salim Directorship of close family relative 1.37%

Yousaf Salim Directorship of close family relative 3.13%

Saqib Salim Directorship of close family relative 1.99%

Muhammad Umer Directorship of close family relative 0.97%

Yahya Farrukh Directorship of close family relative 2.74%

Amna Khurram Directorship of close family relative 1.10%

Saba Yousaf Directorship of close family relative 0.98%

Saba Saqib Directorship of close family relative 2.12%

Bilal Sharif Director / Chief executive 3.64%

Samia Bilal Directorship of close family relative 5.34%

Abdullah Bilal Directorship of close family relative 3.37%

Ali Bilal Directorship of close family relative 3.37%

Azan Bilal Directorship of close family relative 3.37%

Mohammad Shaheen Director 0.33%

Mohammad Amin Director 4.09%

Seema Shaheen Directorship of close family relative 1.58%

Mohammad Qasim Directorship of close family relative 6.24%

Fatima Amin Directorship of close family relative 4.51%

Sumbul Qasim Directorship of close family relative 2.36%

Mohammad Shakeel Directorship of close family relative 0.48%

Nazli Shakeel Directorship of close family relative 4.29%

Adil Shakeel Directorship of close family relative 4.77%

Faisal Shakeel Directorship of close family relative 4.77%

Hamza Shakeel Director 4.77%

Nature of relationship Nature of transactions 2025 2024

Rupees Rupees

Associated undertaking
Sales of fabric / Made ups 424,903,214 124,346,113
Sales of yarn 215,340,014 29,143,584
Purchase of yarn 5,766,178,491 4,165,270,350
Purchase of cotton - 307,118,741
Sales of cotton - 24,098,925
Purchase of fabric 479,509,719 863,612,838
Misc purchases - 10,384
Services received 618,000 618,000
Dividend received - 19,621,140
Electricity purchased 312,266,397 51,855,186

Iltems pertaining to 5(A)(ii) of the notice for board authorization to approve related party transactions
that will be conducted during the period July 1, 2025 to June 30, 2026.

The Company shall be entering into transactions with its related parties during the year ending June
30, 2026 on an arm’s length basis as per the approved policy with respect to ‘transactions with related
parties’ in the normal course of business activity. Since, there has been common directorship in the
related party transactions, the Board seeks member’s consent to approve such transactions with the
related parties from time-to-time on case to case basis for the fiscal year ending June 30, 2026 and
such transactions shall be deemed to be approved by the shareholders. The nature and scope of such
related party transactions is explained above and these transactions shall be placed before the
shareholders in the next AGM for their formal approval/ratification.



Chairman Review Report

| am pleased to present Chairman’s Review Report for the financial year ended June 30, 2025, in
compliance with the provisions of Section 192(4) of the Companies Act, 2017. This report provides an
overview of the performance and effectiveness of the Board of Directors of Faisal Spinning Mills Limited
(“FSML”) in steering the company toward its strategic objectives. It exhibits FSML governance framework
instituted by the Board and executive management, along with the robustness of internal control
mechanisms and risk management practices.

The fiscal year ending June 30, 2025, unfolded against a backdrop of economic adversity, both globally
and domestically. Pakistan’s industrial manufacturing sector, particularly the textile industry, faced
formidable challenges that strained the textile sector an industry that has historically been a cornerstone
of Pakistan’s GDP, employment, and exports:

Global Factors

Geopolitical Instability such as conflicts in Russia-Ukraine, Pakistan-India and Iran-Israel have disrupted
global trade routes and increased freight costs, affecting supply chains and export timelines. The rising
energy costs, global inflation cased high production costs. The intense regional competition where
countries like Bangladesh, Vietnam and India offer more competitive pricing, better policy support and
efficient logistics, making it harder for Pakistan to retain global market share. The sustainability demand
has also impacted the textile sector as international buyers increasingly require eco-friendly practices,
requires stringent compliance with labor, environmental and governance standards.

Local Factors

While textile exports posted a modest growth of 7.22 percent, reaching US $17.88 billion, imports of
textile-related products jumped to USS$ 4.24 billion, reflecting a record increase of 61 percent as compared
to the earlier fiscal year. During the fiscal year 2024-25, textile mills imported around 4.5 million bales of
cotton and yarn equivalent to 1.5 million bales whereas domestic production standing at just 5.5 million
bales which is the 2™ lowest in Pakistan’s history. The imposition of 18 percent sales tax on local cotton
is @ major disincentive for buyers.

Enhancing the value of exports goes far beyond upgrading technology since it demands a coherent
industrial strategy, well-aligned incentives and deliberate investment in human capital. Unfortunately,
none of this is achievable unless the state elevates exports to a central pillar of national economic policy.



In this challenging environment, the role of the Board of Directors has become increasingly pivotal. At
FSML, the Board’s commitment to sound corporate governance has provided a resilient framework for
strategic decision-making. This governance structure enables the company to navigate complex
economic, social, regulatory, and market dynamics while remaining aligned with its long-term objectives.

Human Resource

One of the fundamental strengths of FSML lies in the dedication, professionalism and resilience of its
people associated with us. The achievements of the company during the year under review are a direct
reflection of the unwavering commitment of our employees and the embodiment of FSML core values in
their daily work.

On behalf of the Board of Directors, | extend our sincere appreciation to all employees for their
exceptional efforts and valuable contributions throughout the year. Their passion, integrity, and
teamwork continue to drive the company forward, even in the face of external challenges.

Composition of Governing Body

The FSML remains committed to fostering diversity across multiple dimensions, including age, gender,
experience and professional expertise, in the composition of its board of directors. As of the fiscal year
ended June 30, 2025, the board comprised ten members, five non-executive directors, one executive
director, three independent directors and one female non-executive director. This composition reflects a
balanced and inclusive mix of perspectives, ensuring well-rounded governance and strategic oversight.
Both the Human Resource and Audit Committees are chaired by independent directors, reinforcing
objectivity and accountability in their respective functions. All committee members actively participated
in meetings throughout the year, contributing meaningfully to deliberations and decision-making
processes.

The Human Resource Committee also plays a critical role in aligning the compensation of the Executive
Director and Chief Executive Officer with their responsibilities, expertise, and performance while
maintaining the independence and integrity of the governance framework.

All Board and committee meetings were held at regular intervals in accordance with the provisions of the
Companies Act, 2017 and the Code of Corporate Governance Regulations, 2019, ensuring compliance and
effective oversight.

Corporate Governance and Risk Management

To safeguard and enhance shareholder value, the Board of Directors remains firmly committed to
transparency and the highest standards of corporate governance. At FSML, we have consistently upheld
robust governance practices and continue to evolve them in line with emerging best practices and
regulatory expectations.



Throughout the year, the Board played an active role in overseeing the company’s strategic direction,
operational performance, and talent development. Regular meetings of the Board and its sub-committees
ensured effective oversight and timely decision-making. These committees provided critical input on
matters related to risk identification, assessment, and mitigation, thereby strengthening the company’s
overall risk management framework. The Board’s proactive engagement and structured governance
processes have enabled FSML to navigate a challenging external environment while remaining aligned
with its long-term objectives.

Board Structure and Operational Dynamics

At FSML, the roles of Chairman and Chief Executive Officer are held by separate individuals, in line with
best governance practices. The Chairman, serving as a non-executive director, is entrusted with leading
the Board and ensuring its effectiveness in fulfilling its oversight responsibilities. The delineation of roles
between the Chairman and the Chief Executive Officer is clearly defined and formally adopted by the
Board.

All members of the Board have successfully completed the Directors’ Training Program (DTP) in
accordance with the requirements of the Code of Corporate Governance, reflecting FSML commitment to
continuous professional development and regulatory compliance.

The Board assumes full responsibility for risk governance, including the determination of the company’s
risk appetite and the establishment of comprehensive risk management policies. An annual review of the
company’s risk landscape is conducted to ensure that management maintains a robust framework for risk
identification, mitigation, and internal control. This process safeguards FSML assets, reputation, and long-
term interests.

Furthermore, a structured and effective mechanism is in place for the annual evaluation of the Board’s
performance, including individual directors and board committees. This self-assessment process
reinforces accountability and supports ongoing improvement in governance practices.

Control Environment and Risk Assessment

The FSML has established a well-defined control environment that aligns with recognized corporate
governance standards. This framework is designed to manage risks comprehensively and to reasonably
assess potential exposures that may impact the company’s operations, reputation and long-term
sustainability.

The Board of Directors plays a central role in aligning the company’s strategic objectives with its defined
risk appetite. By actively overseeing the risk-reward balance, the Board ensures that business decisions
are made within acceptable risk parameters. Furthermore, the Board is responsible for reviewing and
approving any exposures that exceed the company’s established risk tolerance, as well as addressing
material weaknesses in internal controls.

This proactive approach to risk governance reinforces FSML commitment to safeguarding shareholder
value and maintaining operational resilience in a dynamic business environment.



The FSML has established a robust internal audit function that operates independently and reports
directly to the Audit Committee. This structure ensures objectivity in evaluating the effectiveness of
internal controls, risk management practices, and compliance with regulatory and corporate policies. The
internal audit team conducted risk-based audits across key operational and financial areas,
identifying control gaps and recommending improvements. These findings were regularly
reviewed by the Audit Committee, which closely monitored the timely implementation of
corrective actions by management.

In parallel, FSML maintains a comprehensive compliance monitoring mechanism to ensure
adherence to applicable laws, industry regulations, and internal codes of conduct. This dual
approach helps reinforce a strong control culture across all levels of the organization and
mitigates the risk of non-compliance or reputational damage.

Stakeholders Engagement

The FSML places strong emphasis on fostering transparent, timely and constructive engagement with its
shareholders and the broader investment community. The company is committed to upholding the
highest standards of investor communication, ensuring that all stakeholders are well-informed about the
company’s performance, strategic direction, and governance practices.

The FSML has established a reliable and responsive system for addressing shareholder concerns, including
complaints, inquiries, unclaimed dividends, and other routine matters. The company remains committed
to fostering transparent and timely communication with its shareholders and the broader investment
community.

A comprehensive and regularly updated corporate website serves as a central platform for disseminating
key information such as financial results, corporate announcements, election notices, and other
regulatory disclosures. In compliance with PSX requirements, FSML ensures that all material information
is promptly shared with the Securities and Exchange Commission of Pakistan (SECP), the Pakistan Stock
Exchange (PSX), and shareholders through the PUCARS portal.

Additionally, the company conducts an annual Corporate Briefing Session to provide shareholders and
analysts with insights into FSML financial performance, strategic direction, and operational outlook. These
initiatives reflect FSML ongoing commitment to transparency, accountability, and investor confidence

/éfﬁ——a

Mohammad Salim
(Chairman)
30t September 2025, Karachi.



Directors Report

The Board of Directors of Faisal Spinning Mills Limited are pleased to present Annual Report along with the

audited financial statements of company together with auditors’ report thereon for the year ended June

30, 2025.
Financial Recitals

The financial performance for June 30, 2025:

Statement of Profit or Loss
For the Year Ended June 30, 2025

Sales - Net
Cost of sales
Gross profit

Other income
Distribution cost
Administrative expenses

Other operating expenses
Finance cost

Share of loss from associated undertaking
Profit / (loss) before levies and taxation
Levies

Loss before taxation

Taxation
Loss after taxation

Loss per share - basic and diluted

June 30, 2025

June 30, 2024

Rupees Rupees
46,203,552,790 45,029,600,571
(42,529,746,167) (42,288,491,572)
3,673,806,623 2,741,108,999

238,075,025 139,714,667
3,911,881,648 2,880,823,666
(1,506,676,743) (1,463,591,179)

(545,145,319) (527,296,363)
(16,839,522) (46,921,853)
(1,513,144,375) (1,608,042,214)
(3,581,805,959) (3,645,851,609)
330,075,689 (765,027,943)
(17,911,648) (315,451,214)
312,164,041 (1,080,479,157)
(577,544,410) (440,136,401)
(265,380,369) (1,520,615,558)
(3,886,716) 136,844,164
(269,267,085) (1,383,771,394)
(26.93) (138.38)




The company posted a loss after of PKR -269.267 million (June 2024 PKR -1,382.762 million) whereas sales
revenue marginally increased by 2.61 percent during the current year. During the current year gross margin
increased from 6.09 percent in June 2024 to 7.95 percent in June 2025 whereas loss after tax decreased
from -3.70 percent in June 2024 to -0.58 percent in June 2025. The finance cost decreased by almost 6
percent during the current year whereas both short term borrowing and stocks have been increased during
the current year. The reason for the elevated inventory levels primarily due weak demand of cotton yarn
globally coupled with geopolitical tensions, sustainability regulations and recent levy of tariff by US
asserting more pressure on textile sector. The recent tax reforms, including increased advance turnover tax
and inclusion in the normal tax regime, have added financial pressure on textile manufacturers.

Dividends and Reserves Appropriation

The board of directors have not declared dividends for fiscal year ending June 30,2025 following the
recommendation of the audit committee. The reason being subpar performance of the company during the
current year where it posted a loss after tax of PKR - 269.267 million.

Nonetheless, the consideration will be given for the declaration of interim dividends by the board of
directors depending on profitability and economic viability during the year.

Earning and Break-up Value of Share - EPS & BV

Investors assess a company’s profitability through its EPS which reflects company’s ability to sustain
profitability and gradually enhance dividends.

The company’s reported loss per share of PKR -26.93 for the year ending June 30, 2025 whereas in June
2024 the loss per share was -138.28. The breakup value of share during the current fiscal year ending June
30, 2025 is PKR 1,217.08 (Year 2024: PKR 1,248.48).

EPS & BV
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Working Capital Management

The company’s success is closely tied to its ability to manage working capital efficiently hence, a strong
emphasis is placed on optimizing the use of working capital resources to support operational continuity,
financial stability and long-term growth of the company.

The current ratio during the current year has been slightly decreased during the year from 1.35 in June
2024 to 1.19 in June 2025 but still within acceptable limits as per industry norms and quite sufficient to
cover its financial obligations.

Capital Structure

An optimal mix of debt and equity in the capital structure is essential for enhancing profitability and
ensuring long-term sustainability. The company has maintained a balanced capital structure that
maximizes financial benefits and remains adaptable to the dynamic business environment. The board
actively manages this structure to reduce capital costs, improve profitability and enhance shareholder
value.

The company's long-term borrowing increased from PKR 3,518.351 million in June 30, 2024 to PKR 4,496.73
million in June 30, 2025 due to CAPEX incurred for the installation wind mill at Unit-l and enhance the
production capacity of Unit-lll. Consequently, the increase in gearing ratio of from 1.09 to 1.71 during the
corresponding year ending June 30, 2025 is primarily associated with increase in long term obligation for
Unit-1 and Unit-11l.

The shareholder equity stood at s PKR 12,170.796 million during the year ended June 30, 2025 whereas it
was PKR 12,484.766 million in the corresponding year ending June 30, 2024.

CAPEX for Finishing Unit - Il

The board of directors have approved a CAPEX for the Finishing Unit-lll at an approximate cost of
PKR 1,400.00 million that will exhibit significant synergy and enhance annual production capacity by 7.2
million meters approximately. The commercial production is now scheduled to commence by the end of
December 2025 due to unforeseen shipment delays of machinery, which have impacted our original
timeline.

Renewable Energy Initiatives

The company has successfully implemented renewable energy initiatives, including a 2.5 mega-watt solar
power installation at its units in Punjab. Additionally, the 4.80 mega-watt windmill at Unit-l in Nooriabad,
Sindh, commenced commercial operations in April 2025, marking a significant milestone in the company’s
commitment to sustainable energy.



A further 4.41 mega-watt solar energy initiative amounting to PKR 350.00 million approximately is under
consideration during the upcoming fiscal year 2025-26.

Credit Rating

The entity’s rating reaffirmed at A/A-1 (Single A / A-One) with ‘Stable’ outlook on given ratings is based on
assessment by Messer’s VIS Credit Rating Company Limited on February 6, 2025.

Financial Statements

As required under Companies Act 2017, listing regulations of PSX and directives issued by the SECP the
Chief Executive Officer and Chief Financial Officer presented the financial statements of the company for
the year ended June 30, 2025, duly endorsed under their respective signatures for consideration, approval
and authorization by the board of directors for issuance and circulation.

The financial statements of the company have been duly audited by the auditors of the company, Mushtaq
& Co, Chartered Accountants and the auditors have issued clean audit report on the financial statements
for the year ended 30" June 2025 and clean review report on Statement of Code of Corporate Governance
Regulations, 2019 “Code”. These reports are attached with the financial statements.

Accounting Standards

The accounting policies of the Company fully reflect the requirements of the Companies Act, 2017 and such
approved International Accounting Standards and International Financial Reporting Standards as have been
notified under this Act as well as through directives issued by the Securities and Exchange Commission of
Pakistan.

Overview of Economic Scenario

Pakistan’s Economic Survey 2024-25 presents an encouraging narrative of recovery, highlighting a
2.7 percent GDP growth rate and signaling potential for medium-term expansion. The International
Monetary Fund has projected gross domestic product growth rate for Pakistan at 3.6 percent for the current
fiscal year 2025-26 against the government target of 4.2 percent. However, beneath this optimism, the
economy continues to grapple with deep-rooted structural weaknesses, limited sectoral breadth and
persistent inefficiencies that remain evident despite official projections

The gains appear concentrated in a few subsectors of industry, particularly apparel, while agriculture and
large-scale manufacturing continue to flounder. The Large-scale manufacturing contracted by 1.5 percent
amid high costs and supply constraints during FY25. We reiterate that without structural reforms and
absence of broad-based momentum across key sectors, the overall growth trajectory appears fragile.

The State Bank of Pakistan maintained a high policy rate of 20-22 percent throughout FY 2024-25 to
combat inflation and stabilize the rupee. While inflation has moderated, the cost of borrowing remains



prohibitively high for industrial sectors, especially textiles, which operate on thin margins and require
continuous working capital. The State Bank of Pakistan has kept the policy interest rate unchanged in MPC
held in September 2025 at 11 percent, citing short-term economic disruption due to the recent rains and
floods anticipating a rise in inflationary pressure.

The fiscal year 2024-25 was marked by a complex mix of resilience and adversity for Pakistan’s textile sector.
While export performance showed encouraging growth, the industry faced significant challenges stemming
from inflationary pressures, energy cost escalation, and a sharp decline in cotton production. These factors
collectively impacted profitability, supply chain stability, and long-term competitiveness. Pakistan’s textile
exports reached USS$17.88 billion, reflecting a 7.22 percent increase compared to US$16.68 billion in FY
2023-24. This growth was largely driven by value-added segments such as knitwear and readymade
garments, which benefited from strong global demand and improved compliance standards. However,
cotton yarn and cloth exports declined, highlighting stress in upstream production and shifting international
sourcing preferences.

Another setback to textile sector is persistent decline in cotton production which fell by 30 percent year-
on-year, with only 594,000 bales reaching ginning factories by July 31, as reported by the Pakistan Cotton
Ginners Association. This decline was driven by reduced cultivation area, poor seed quality, ineffective pest
control, and climate-related disruptions. Over the past decade, average yields have dropped from 802 kg
to 475 kg per hectare, threatening the sustainability of the cotton supply chain.

Pakistan’s broader economy in 2025 stands at a pivotal crossroads balancing fragile recovery, structural
reforms and regional complexities. The country is gradually stabilizing after enduring years of inflationary
pressure, political volatility and global economic headwinds. Despite being endowed with abundant natural
resources and a dynamic labor force, Pakistan’s path to sustained economic progress hinges on deep
structural transformation.

Given the comparative advantage under current US tariff structure at 19 percent on textile exports, Pakistan
must position itself as a competitive and sustainable sourcing destination. With international markets
actively looking to diversify their supply chains, increasingly prioritizing eco-friendly manufacturing
processes, geopolitical tensions and focusing more on high-value products, Pakistan’s textile sector holds
substantial potential to expand its global footprint.

Realizing this opportunity will require strategic investments in technology, energy efficiency and agricultural
reform, supported by coherent and forward-looking government policies. These pillars are essential to
unlocking long-term growth, resilience and global relevance.

Compliance with Code of Corporate Governance

The Statement of Compliance with the Code of Corporate Governance is annexed.
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Statement on Corporate and Financial Reporting Framework

The Directors of your company are aware of their responsibilities under Companies Act 2017, Regulations
under Code Corporate Governance Regulations 2019 “Code”, Rule Book of the Pakistan Stock Exchange
Limited and directives issued by Securities & Exchange Commission of Pakistan. As a part of the compliance
to the regulators we confirm the following:

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

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

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

e International Financial Reporting Standards, as applicable in Pakistan, have been followed in
preparation of financial statements.

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

e There were no significant doubts upon the company's ability to continue as a going concern.

e There has been no material departure from the best practices of corporate governance, as detailed in
the listing regulations.

e We have prepared and circulated a Code of Conduct and business strategy among directors and
employees.

e The Board of Directors has adopted a vision and mission statement and a statement of overall
corporate strategy.

e All the directors have attended its general meeting unless preclude due to reasonable reason.

e All the directors are assigned with their responsibilities, roles, remuneration, powers and obligation
at the commencement of their terms in accordance with Code of Corporate Governance, Companies
Act and Article of Association.

e All the directors of the Company are accredited / exempted under Directors Training Program (DTP)
as required by the Code of Corporate Governance Regulations, 2019.

e There has been a proper updated record of the significant policies duly approved by the board of
directors on human resource, whistle blower, procurement, communication mechanism with
stakeholders, related party, environment, health and safety, director’s remuneration, anti-money
laundering and risk management, environmental, social & governance, anti-harassment for
employees duly updated by incorporating the mechanism prescribed under protection against
harassment of women at workplace Act 2010 etc.



e The company has made the disclosure of gender pay gap in the overview of ESG performance by the
company during the year ending June 30, 2025 as required under circular 10 of 2024 dated April 17,
2024.

e As required by the Code of Corporate Governance and Companies Act 2017, we have included the
following information in this report:

o Statement of pattern of shareholding has been given separately.
o Statement of shares held by associated undertakings and related persons.

o Statement of the board meetings and annual general meeting held during the year and
attendance by each director has been given separately.

o Chairman review report under the provisions of section 192(4) of the Companies Act.
o Statement of compliance duly signed by the chairman under regulation 36 of the Code.

o Key operating and financial statistics for last six years. Information about taxes and levies had been
adequately disclosed in the annexed audited financial statements.

e The company strictly follow the guidelines issued by SECP on prohibition of insider trading for listed
companies and no trading in the Company’s shares was carried by its Directors, CEO, CFO, Company
Secretary, Head of Internal Audit and their spouses and minor children except as disclosed in pattern
of shareholding.

Pattern of Shareholding

The pattern of shareholding and relevant information thereon is annexed accordingly.

Related Party Transactions

The Related Party Transactions (RPT) and their status are adequately disclosed by complying the
requirement under IAS 24. Moreover, there is a robust policy in place for all in pursuant to the notification
issued by Securities and Exchange Commission of Pakistan vide SRO 768(1)2019 and the guidelines have
been duly incorporated in the company policy regarding transactions and maintenance of records.

The RPT were duly approved by the internal audit followed by the approval of the audit committee before
presentation of the same in the board meeting, to ensure that all the transactions are at arm’s length
during the normal conduct of business activity.

All the RPT’s during the current fiscal year ending June 30, 2025 will be presented before the general
meeting of the company for member’s approval. Similarly, the board has also decided to avail the approval
of members in the general meeting of the company for the transactions to be carried during the fiscal
year ending June 30, 2026 and same shall be placed before the shareholders in the next annual general
meeting for their formal ratification/approval.



Board Evaluation

The company evaluates board, individual director and committee members to asses and report on their
individual and collective performance. The analysis of results depicts strengths and highlights gaps in
performance, which may ultimately help to promote deeper board engagement and encourage directors
to utilize their unique perspectives to enhance board performance.

In accordance with regulation 10(3)(v) of Code of Corporate Governance, a thorough and organized
internal evaluation was carried out to identify areas of strength and areas where improvements can be
made to improve the overall functioning and performance of the board, including the board's own
performance, members, and committees. The company conducts its annual evaluation process internally.

Board Composition

As required under regulation 34 of Code the board of ten (10) directors is comprised as follows;

31 Category Gender Total
No Male | Female

(i) | Independent Directors 3 0

(i) | Executive Director 1 0

(i) | Non- Executive Directors 5 1

Board and Audit Committee Meetings

e All the directors, eligible to attend the meeting have attended the general meetings of the company
in person or through video conference under Regulation 10(6) of the Code unless precluded from
doing so due to any reasonable cause.

e Following are the number of meetings held and attended by board of directors, audit committee and
human resource & remuneration committee during 2024-25:



Committees
Board of Directors Audit Human Resource and
udi
Name of Directors Remuneration
Eligible to Eligible to Eligible to

g Attended & Attended & Attended

attend attend attend
Mr. Mohammad Salim 4 4 - - -
Mr. Muhammad Shaheen 4 4 - 1 1
Mr. Khurrum Salim 4 4 6 - -
Mr. Bilal Sharif 4 4 - - -
Mr. Muhammad Amin 4 3 6 - -
Mr. Hamza Shakeel 4 4 - 1 1
Mr. Taugeer Ahmed Sheikh 4 4 6 - -
Mr. Asif Elahi 4 4
Mr. Mustafa Tanvir 4 4
Mrs. Fatima Amin 4 4

Audit Committee

Sr Name Designation Category
i Taugeer Ahmed Sheikh | Chairman Non- Executive Director
ii Muhammad Amin Member Non- Executive Director
iii | Khurrum Salim Member Independent Director

The Audit Committee (“AC”) comprised of three members, including an independent director as Chairman

and two non-executive directors. The AC operates under terms of reference approved by the Board and

fulfills its oversight responsibilities in accordance with Regulation 27 of the Code of Corporate

Governance.

A financially literate member has been appointed in line with Regulation 27(1)(iii) for the AC. The AC met

regularly during the year to review interim and annual financial statements prior to board approval along

with an additional meeting once a year with an external auditor in absence of the CFO and another with




an internal auditor in absence of both the CFO and external auditor under Regulation 27(2) of Code of
Corporate Governance, 2019.

The AC oversees the financial reporting and disclosure process, monitors internal controls and ensures
compliance with applicable laws and regulations. It works closely with management, external and internal
auditors to evaluate accounting policies and detect irregularities. The AC also plays a key role in fraud risk
management by ensuring that robust policies are in place to prevent and identify financial statement
fraud, asset misappropriation, and corruption. It promotes ethical conduct and effective communication
across the organization, and remains informed on investigations, disciplinary actions, and compliance
efforts

Human Resource and Remuneration Committee

Sr Name Designation Category

i Taugeer Ahmed Sheikh | Chairman Independent Director
i Mohammad Shaheen Member Non- Executive Director
iii Hamza Shakeel Member Non- Executive Director

The Human Resource and Remuneration Committee comprises three non-executive directors, with an
independent director serving as chairman. The committee advises the board on key human resource
policies, including the selection, evaluation, compensation including retirement benefits and succession
planning of the CEO, CFO, and Company Secretary. It also supports senior management recruitment,
training, performance evaluation and strategic human capital utilization to enhance organizational
productivity and governance effectiveness

Corporate Social Responsibility Policy - CSR

CSR is a core ethos that guides the company’s commitment to sustainability, ethical practices and social
impact. We believe businesses have a broader duty beyond profit-making to positively influence society
and the environment. The company fulfills its civic responsibilities by addressing pollution, waste
management, product safety, and labor standards, while maintaining long-term relationships with
stakeholders.

A comprehensive CSR policy is in place to promote economic, social and environmental sustainability. This
includes reducing greenhouse gas emissions, conserving natural resources, encouraging recycling and
ensuring responsible waste disposal. In response to Pakistan’s energy challenges, the company has
implemented solar energy initiatives across its units in Sindh and Punjab to reduce carbon emissions and
support renewable energy adoption.



Health, Safety and Environment Policy - HSE

The Company’s HSE policy is designed to proactively manage risks that may impact people, the
environment, assets, or reputation. Through high standards and stakeholder engagement, we ensure safe
working conditions that minimize accidents, illnesses, property losses, and environmental harm.

A group life insurance policy is in place for employees, along with health coverage for administrative staff
in Karachi and Lahore. Environmental, health, and safety priorities are embedded across all operations
and treated with equal importance to business objectives.

Key focus areas include water quality, smog control, pollution mitigation, spill prevention, land
conservation, and wildlife protection. The Company continuously strives to enhance its HSE performance
and uphold its commitment to sustainable and responsible operations.

Environmental, Social and Governance - ESG
The initiatives are taken by the board for the adoption of ESG guidelines by SECP.
Addressing Sustainability Risks

Sustainability risks refer to uncertain societal or environmental events that may adversely impact
business operations. These risks also present opportunities arising from evolving environmental
and social dynamics. Inefficient resource utilization contributes to climate change, biodiversity
loss, pollution, poor health, and poverty issues that are deeply interconnected and mutually
reinforcing.

The textile industry is a significant consumer of natural resources such as water, land, and fossil
fuels. It ranks as the second-largest industrial water user and contributes 2-8 percent of global
carbon emissions. Harmful dyeing processes, microplastic pollution from garment washing, and
high landfill rates with 85 percent of textiles discarded annually further compound environmental
challenges.

The company is fully committed to operating sustainably by meeting current business needs
without compromising the environment or the well-being of future generations. It actively
encourages customers, suppliers, employees, and stakeholders to adopt ethical and ecological
practices.

The organization took following measure to mitigate the sustainability risks:

e The business installed heat recovery boilers, which are an environmentally friendly method of
producing steam from waste heat. These lessen the environmental impact that the production
process has on the environment and assist reduce carbon footprints and energy usage.

e Vehicles transporting raw materials or finished goods must have flame arrestors installed since
cotton is a highly flammable material. By capturing harmful pollutants, keeping them from being
released into the sky, and reducing the likelihood of fire outbreaks, this contributes to



environmental protection. All cars that are connected to the organization on a commercial basis
must have flame arrestors installed.

The company installed Forced Drafts (FD) Fans in its boilers to preserve the ideal air-fuel ratio,
enhancing the efficiency of combustion and lowering greenhouse gas emissions.

The company uses non-hazardous chemicals in its production process, which are not intrinsically
dangerous to people, the environment, or wildlife. Nevertheless, the chemicals are disposed of
carefully and under control to protect public health and have the least possible impact on the
environment.

The company has built a water treatment plant for the environmental sustainability, reducing the
pollution that led to problems such as disease, death of plants and animals, and destruction of
habitats. The company ensures that water has low levels of the chemical disinfectant when it
leaves the treatment plant. This prevents the contamination of water bodies and helps maintain
the balance of aquatic ecosystems, safeguarding the health of plants, animals & marine life.

To preserve climate change, maintain biodiversity, enhance air quality for workers and the
environment, and reduce air pollution and carbon emissions from industry, the corporation
organizes recurring planting campaigns. In addition, it stops soil erosion, controls the water cycle,
and provides wildlife with habitats and resources.

The company has installed renewable energy to meet the energy needs of the production process.
The company makes sure to use the energy mix in a way that contributes to the decrease of
greenhouse gas emissions. By installing solar panels and windmills, it lessen our reliance on fossil
fuels, which contribute to issues like climate change, harsh weather, rising sea levels, and harm
to our ecology.

Promoting the Diversity, Equity and Inclusion - DEI

The company is committed to fostering an inclusive environment where every individual has
access to equal opportunities. As an equal opportunity employer, we cultivate a secure and
productive workplace where all team members feel valued, respected and empowered to
contribute their unique perspectives and abilities.

Our DEI strategy, overseen by the board which places strong emphasis on empowering all
employees, with particular focus on supporting women in the workforce. Initiatives such as the
establishment of a daycare facility equipped with modern amenities, flexible hours, and live video
access enhance employee satisfaction, retention and productivity, while promoting inclusivity and
challenging traditional gender roles.

We embrace diversity in all its forms, including gender, race, sexual orientation, cultural
background and increasingly, diversity of thought. This includes recognizing neurodiversity and
valuing varied life experiences to enrich our workplace with fresh idea and broader perspective.
The Company ensures fair compensation aligned with job responsibilities and performance,
irrespective of race, gender, age or other personal attributes. We provide resources and support
to help every employee succeed and thrive.



e Inclusion is embedded in our culture where individuals feel confident to be themselves, work in
ways that suit their strengths and contribute meaningfully to our business goals. We firmly believe
that every person connected with our organization adds value to our collective success.

Directors Remuneration Policy

The director’s remuneration policy is designed to provide fair and performance linked financial rewards,
motivating directors to work efficiently and effectively. It safeguards the company’s interests by ensuring
just compensation aligned with individual contributions.

The policy also supports the attraction and retention of qualified professionals, aligns directors’ interests
with those of shareholders, promotes sustainable success and discourages risk-taking that conflicts with
the company’s strategic objectives.

The remuneration policy is prepared under the recommendations and suggestions by human resource
and remuneration committee (HRRC) to the board under the provisions of the Companies Act 2017,
Companies’ Article of Association and Code of Corporate Governance Regulations, 2019.

The executive directors entitled for the fixed monthly remuneration and other perquisites recommended
by HRRC which were duly approved by the board and followed by the approval of members in general
meeting of the company.

In pursuance of section 227(l)(a) of the Act, the following remuneration as disclosed in notes to the
financial statement has been paid to the directors of the company during the current fiscal year:

a) Mr. Bilal Sharif (CEO) - PKR 800,000/~ per month.

Besides, the other fringe benefits for above directors includes company maintained vehicle with fuel,
business travelling and communication expenses.

No fee or remuneration has been paid to any other directors of the company.

Statutory Auditors

The present auditor’s M/s Mushtaq & Company, Chartered Accountants shall retire on the conclusion of
the annual general meeting scheduled for October 27, 2025 however, being eligible they have offered
themselves for re-appointment. The audit committee has suggested the appointment of
M/s Mushtaq & Company, Chartered Accountants, as external auditor for the year ended 30" June 2026.
The external auditor M/s Mushtaq & Company, Chartered Accountants have been given satisfactory rating
under the quality control review program of the Institute of Chartered Accountants of Pakistan. The firm
and all its partner are fully complied with the International Federation of Accountants’ Guidelines on the



Code of Ethics as adopted by Institute of Chartered Accountants of Pakistan and they are registered with
Audit Oversight Board under section 361 of SECP Act, 1997.

The statutory auditors neither performed any of the decision making, internal audit or management
functions nor they have any sort of relationship with any directors or executives of the company. The
engagement partners were rotated after completion of every five years.

The Board of Directors also recommended the appointment of M/s Mushtag & Company, Chartered
Accountants, as external auditor for the year ended 30" June 2026 and the remuneration of the auditors
has been fixed at PKR 3,100,000/- (Year 2024-25: PKR 2,775,000/-) for the year 2025-26 as recommended
by the audit committee to the board under regulation 32(3) of the Code. The assignments include
statutory audit, half yearly review and code of corporate governance review.

Material Changes and Commitments

No material changes and commitments affecting the financial position of the Company have occurred
between the end of financial year of the Company to which the balance sheet relates and the date of
report of directors' report.
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Environmental, Social and Governance (ESG) Performance

The Securities and Exchange Commission of Pakistan (SECP) introduced significant amendments to
Regulation 10 of the Listed Companies (Code of Corporate Governance) Regulations, 2019 on June 12,
2024, aimed at enhancing Environmental, Social, and Governance (ESG) accountability.

SECP encourage the adoption of ESG guidelines hence, board is currently reviewing the framework to
ensure necessary compliance and ensure comprehensive reporting in due course.

On behalf of the Board, | present this ESG report, reaffirming our commitment to sustainable and
responsible business practices as essential for long-term success.

This report presents the Environmental, Social, and Governance (ESG) performance of Faisal Spinning
Mills Limited for the year 2025. It highlights our efforts to reduce environmental impact, promote social
equity, and uphold strong corporate governance. We recognize our responsibility to operate sustainably
and understand the broader influence our actions have on climate, society, and ethical business practices.

The company has proven its dedication to quality and sustainability by obtaining multiple certifications
and being recognized for its operations that meet the requirements of Standard OEKO-TEX® compliance,
ISO 9001, 14001:2015, BCI Cotton, USA Cotton, Inditex, GOTS and GRS. The company is fully committed to
business responsibility. The Environment, Social, and Governance (ESG) framework comprises three
domains wherein the company has incorporated accountability as part of its ongoing commitment to
contribute towards sustainable and impactful goods.

Environmental

As part of our commitment towards sustainability, Faisal Spinning Mills Limited aims to reduce emissions
by 30 to 40 percent over the next five years through a transition to renewable energy. This shift not only
lowers our environmental footprint but also contributes to long-term operational efficiency.

The company has taken the renewable energy initiatives by the installation 2.50 megawatt solar energy at
their manufacturing facilities located in Punjab which will result in annual reduction of carbon footprints
by 1,805 tons.

The 4.80 MW wind mill project installation in the last year at Unit-1 has been completed and wind mill has
commenced its commercial production since April 2025. The project operates at annual efficiency of 40
percent thus total energy requirement of 4.50 megawatt of the Unit-I will be reduced to 2.58 megawatt.

Given the flammable nature of cotton, the company requires all vehicles entering its premises to be
equipped with flame arresters. These devices are installed during normal operations to prevent ignition of
flammable vapors and gases, reducing the risk of fire or explosion in emergency situations

Water treatment plays a vital role in protecting the ecosystem by removing harmful pollutants. It helps
maintain the balance of aquatic environments, ensuring the health and sustainability of flora, fauna and
marine life The company has set up a Simens Effluent Treatment Plant at Finishing Unit-lll located in the
province of Punjab, with 125m3/hour of the installed capacity for the of waste water treatment. Our next
goal is to go for water recycling by 2025 on ZDL approach.



The company has installed four Waste Heat Recovery Boilers (WHRBs) to capture the waste heat for steam
generation utilize in yarn conditioning machines. These boilers operate without natural gas or biomass,
producing approximately 3,291 kW of steam per hour. By utilizing waste heat instead of releasing it into
the environment, the company significantly reduces its emissions and environmental footprint.

Social

Our ESG activities involves lowering our carbon footprint, fostering diversity and inclusion, encouraging
worker health and safety, and making sure that our business operations are moral and ethical. To keep
improving and having a positive influence on the areas in which we operate, we make an effort to interact
with our stakeholders and listen to their concerns. In terms of having a positive social impact, the company
focusses not only on its own employees, but also on local communities by delivering products with positive
social values.

Our anti-harassment policy expresses our commitment to maintain a workplace that’s free of harassment,
so our employees can feel safe and happy. We will not tolerate anyone intimidating, humiliating or
sabotaging others in our workplace. We also prohibit wilful discrimination based on age, sexual
orientation, ethnicity, racial, religion or disability. The company has comprehensive harassment policy in
the light Protection Against Harassment of Women at the Work Place Act, 2010. The policy is designed to
protect both men and women against sexual harassment in the workplace where harassment in any form
is unacceptable and violates a person's dignity.

The company strictly prohibit the employment of child labor force in the company to save children from
injuries to their health or detrimental to their moral or psychological development and ensure that they
are not exploited for work.

There are five distinct areas where we concentrate on as part of our ESG strategy to address societal
challenges are:

i) DEl initiatives

The company has devised such policies and programs that support inclusion and diversity in the
workplace, including training, mentorship programs, hiring procedures, and other areas that aid in
boosting the involvement and representation of various groups of individuals. Furthermore, the
purpose of equity measures is to guarantee that every employee receives the same treatment and
chances. Our DEI values include appreciating that individuals have varying obstacles to overcome and
not undervaluing the prevalent methods of action and thought. We stress on more varied perspectives
and a staff that more accurately represents a company's clientele can be attained through our
successful DEl initiatives.

ii) Engagement and well-being of employees

We prioritise our employees' health and well-being first as part by implementing programs like
equitable remuneration, flexible work schedules, and mental health support. The guaranteeing safe
and healthy working environments is crucial component of ESG initiatives hence company has taken an
initiative for construction of an on-site day care at our liaison office in Lahore particularly benefits



working mothers by offering convenience and peace of mind, allowing them to focus on their
professional responsibilities. The qualified and caring day care staff ensures a stimulating environment
for children and addresses various situations throughout the day.

Since medical has become extremely expensive for those in need thus, company has arranged a
comprehensive health policy to fulfill the medical needs of employees and their families for the staff of
Karachi and Lahore Offices. Besides, a group life insurance policy is also in place across the board for
all office employees and mill workers.

iii) Community involvement

The company engages local communities through employment, charitable and philanthropic
endeavours to get involved with the areas in which they operate. This helps in building positive image
and lessen the probability of possible economic hazards. The company provides free meal for Karachi
and Lahore office employees whereas subsidies in transport, grocery, utilities and meals provided to
workers residing in side the labour colonies of the mill. The company also operates a charitable clinic
in Sindh for the community welfare having the facilities like laboratory, ultra sound and free medicines.
The community can avail free consultancy from family physician, lady doctor, visiting faculty of child
and skin specialist doctors.

iv) Ethical conduct and social responsibility

Transparency, accountability and codes of conduct are effective means of fostering ethical behaviour
and social responsibility. The company proactively promotes organization's adherence to its internal
rules of conduct.

v) Corporate purpose and culture

To us corporate purpose isn't a mere written slogan by the company rather how our employees
perceive the meaning and impact of their work. Our corporate purpose incorporates ESG goals,
including social ones to build our company culture around it.

vi) Gender Diversity and Pay Gaps

We encourage an inclusive workplace by assuring equitable and fair representation at all organizational
levels irrespective of gender discrimination. At the head office of Karachi and Lahore, women currently
make up approximately 26 percent of the company's total staff. There is 6.54 percent and 8.65 percent
mean and median gender pay gap however, the variation in pay is due to individual performance over
time, employment tenure and specific set of skill.

Governance

The company's governance structure is intended to guarantee ethical behaviour, accountability and
openness throughout the organization which is both a tactically and morally beneficial for us. It enhances
the organization's general repute, financial stability and long-term success. By fostering accountability,
openness, and moral conduct puts us in a position to expand sustainably and gains the trust of



stakeholders. Our leadership is committed to maintaining the highest levels of corporate governance,
following relevant laws and regulations, and industry best practices.

The board members steer company's strategic direction by contributing invaluable skills and expertise:

The company values diversity and discourage all sorts of discriminate based on age or gender. The
board comprised of 10 members with an appropriate mix of experience, age and gender. Presently,
we have three independent directors and one female director on board along with other executive
and non-executive directors. The roles CEO and chairman are performed by different individuals
whereas the chair is an independent director.

An evaluation of board and committees to the board is conducted annually in accordance with the
provisions of the Code of Corporate Governance Regulations, 2019 (CCG 2019). The process to
evaluate the board's performance carried out internally. The evaluation promotes a culture of
responsibility, transparency, trust, and openness to improvement and constructive criticism, all of
which are characteristics of a high-performing board.

The Board of Directors and executive management provide steadfast guidance and support to
enable responsible business management and strategic decision-making.

All the members of the governing board are either certified under directors training program or
exempted based on their credentials.

The chairman to the audit and human resource committee is an independent director.

The board reviews, update, amend its significant policies to follow good governance for the
success of the organization:

- Risk Management & Internal Control

- Human Resource

- Whistle Blower

- Directors Remuneration

- Environmental, Health and Safety

- Anti-Money Laundering (AML)

- Related Party

- Anti-Harassment & Protection of Women at Workplace Act 2010 Act (Amended 2022).
- Diversity, Equity and Inclusion-(DIE)

- Environmental, Social and Governance-(ESG)

- Business Ethics

Succession planning

Our succession planning strategy ensure a smooth transition of leadership and ownership when key
employees or director leaves and avoids interruption when any employees or director retire, pass away or

move on to new opportunities. Diversity and inclusion in our opinion are moral requirements for a
successful and long-lasting organization.



Stakeholder Engagement

The company has demonstrated positive and collaborative interactions with both local and global
stakeholders, in addition to their own initiatives. The company firmly believes that that managing the
social and environmental effects depends on the connections between stakeholders hence, the initiatives
for stakeholder engagement are adapted rigorously across the board.

Ethical Conduct

The company has a high-level ethical policy that overlaps with social policy is completely compatible with
regulatory requirements and aligned to this, we have confidentiality and antibribery policy too in
compliance with legal standards. Being a public interest company at PSX, the company disseminate all
material information, publish quarterly and annual financial statement, disclosed taxes deposited in
government treasury with regulatory authorities and Federal Board of Revenue. The company is
completely compliant with respective local labor office i.e SESSI, PESSI and EOBI, ensuring openness and
transparency for any assessments or audits on social and labor conduct.

Faisal Spinning Mills Limited
%/

Bilal Sharif
(Chief Executive Officer)
30t September, 2025



Annexure A

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

The statement is being presented to comply with the requirement of regulation 36(1) contained in Code
of Corporate Governance Regulations, 2019 for the purpose of establishing a framework of good
corporate governance, whereby a company quoted at Pakistan Stock Exchange Limited is managed in
compliance with best practices of corporate governance.

Faisal Spinning Mills Limited
Year Ending June 30, 2025

The company has complied with the requirements of the Regulations in the following manner:-
1. The total number of directors are ten (10) as per the following,-

a. Male :Nine(9)
b. Female : One(1)

2. The composition of the Board is as follows:

Sr Category Name

i) Independent Directors (*) Mr. Taugeer Ahmed Sheikh
Mr. Asif Elahi
Mr. Mustafa Tanvir

ii) Non-Executive Directors - Male Mr. Muhammad Salim

Mr. Muhammad Shaheen
Mr. Khurrum Salim

Mr. Muhammad Amin
Mr. Hamza Shakeel

iii) Non-Executive Directors - Female Mrs. Fatima Amin

iv) Executive Director Mr. Bilal Sharif

(*) Explanation required under Regulation 6(1) of Code:
While calculating the minimum number of ID directors the fraction was not rounded upwards to 1.
The reason being that as per general rule only number exceeding 0.5 shall be rounded to next number.

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 the 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 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 Act and the
Regulations with respect to frequency, recording and circulating minutes of meeting of the Board;

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

9. The Board has arranged Directors’ Training program for the following:

The entire board is accredited under directors training program.

(Name of Executive & Designation - (N/A);

10. 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. 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

Name Designation

Mr. Taugeer Ahmed Sheikh | Chairman - Independent Director
Mr. Khurrum Salim Member - Non- Executive Director
Mr. Muhammad Amin Member - Non- Executive Director

(b) Human Resource & Remuneration Committee

Name Designation

Mr. Taugeer Ahmed Sheikh | Chairman - Independent Director
Mr. Muhammad Shaheen Member - Non- Executive Director
Mr. Hamza Shakeel Member - Non- Executive Director




c) Nomination Committee (N/A)
The explanation stated below for not forming the nomination committee.

d) Risk Management Committee (N/A)
The explanation stated below for not forming the nomination committee.

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

14. The frequency of meetings (quarterly/half yearly/ yearly) of the committee were as per following,-

Name of Committee Frequency of Meeting
Audit Committee Quarterly

HR and Remuneration Committee | Yearly

Nomination Committee Not applicable

Risk Management Committee Not applicable

15. The Board has set up an effective internal audit function 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, 6, 7, 8, 27,32, 33 and 36 of the Regulations
have been complied with; and

19. Explanation for non-compliance with requirements, other than regulations 3, 6, 7, 8, 27, 32, 33
and 36 are below:



Sr | Requirement | Explanation for Non-Compliance Reg No

1 | Disclosure of | The requirement to disclose significant policies on the website is non- | 35
Significant mandatory in regulation No. 35(1) however, company posts all such
Policies information adequately promotes transparency and serves the
on Website interests of all the stakeholders. The company may consider the

uploading of key elements on its website if approved by the board.

2 | Significant The aspects of workplace harassment for the employees are covered | 10(4)(xvi)
Policies under the company's code of conduct. Nevertheless, the requirements

introduced recently by SECP through its notification dated June 12,
2024 are being incorporated in an independent anti-harassment policy
as prescribe under Protection against Harassment of Women at the
Workplace Act 2010.

3 | Role of board | Through its notification dated June 12, 2024, the Securities and | 10(A)
and its Exchange Commission of Pakistan announced several amendments to
members to Regulation 10 of the Listed Companies (Code of Corporate Governance)
address Regulations, 2019.

Sustainability | The amendments encourage board to adopt ESG practices hence, the

Risks and initial septs were taken by the company to report of company’s ESG

Opportunities | performance. Since, these amendments were made during the year the
management is now reviewing these amendments and necessary
compliance will be carried in due course.

4 | Formation of | As the formation of Nomination Committee (NC) is not mandatory | 29(1)
the under regulation 29 of the Code, the functions and responsibilities of
Nomination NC are performed by the Human Resources & Remuneration
Committee Committee. The board may consider the formation of NC at the

reconstitution of the board.

5 | Formation of | As the formation of Risk Management Committee (RMC) is not | 30(1)
the Risk mandatory under regulation 30 of the Code, the functions and
Management | responsibilities of RMC are performed by the Audit Committee. The
Committee board may consider the formation of RMC at the reconstitution of the

board.

6 | Annual The company conducts formal and comprehensive boards and | 10(3)(5)
Evaluation of | committees evaluation internally under the provision of Code of
the Board Corporate Governance Regulations, 2019 (CCG 2019). The independent

evaluation may be considered by the board before expiry of three years
as required under amendment made to CCG vide SRO 454(1)/2025.

For and on behalf of the Board

@f{g——e

MOHAMMAD SALIM

(Chairman)
September 30, 2025, Karachi
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