
Governance Framework

The main philosophy of business followed by the sponsors of Tata Pakistan for the last 30 years has been to 
create value for all stakeholders through fair and sound business practices, which translates into policies 
approved by the Board and implemented throughout the company to enhance the economic and social values 
of all stakeholders of the company. Our Governance strategy is to ensure that the Company follows the 
direction defined by its Core Values, current regulatory framework and industry best practices. The Board, 
discharges its responsibilities as defined by the “Code of Corporate Governance” (CCG), listing requirements 
of Pakistan Stock Exchange Limited (PSX) and the Corporate Financial Reporting Framework of Securities & 
Exchange Commission of Pakistan (SECP). Our approach towards corporate governance ensures ethical 
behavior, transparency, accountability in all that we do and to attaining a fair value for the shareholders.

Compliance Statement

Living up to its standards, the Board of Directors has, throughout the year 2018-19, complied with the Code 
of Corporate Governance, the listing requirements of the Pakistan Stock Exchange Limited and the Financial 
Reporting framework of Securities & Exchange Commission of Pakistan (SECP). The Directors confirm that  
the following has been complied with:

a) The financial statements have been prepared which fairly represent the state of affairs of the 
company, the result of its operations, cash flows and changes in equity. 

b) Proper books of accounts of the company have been maintained.

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

d) International Financial Reporting Standards (IFRS), as applicable in Pakistan, have been followed in 
preparation of financial statements and any departures therefrom have been disclosed and explained.

e) The system of internal control is sound in design and has been effectively implemented and 
monitored. The Internal Audit function is based on a combined system led by the Chief Internal Auditor 
supported by in-house staff as well as M/s EY Ford Rhodes, Chartered Accountants.

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

g) There is no material departure from the best practices of corporate governance as per regulations.

The Board of Directors

The Board of Directors consists of qualified individuals possessing knowledge, experience and skills in 
various professions, with the leadership and vision to provide oversight to the company. The Board is headed 
by Chairman Mr. Anwar Tata, a Non- Executive Director and out of Seven directors, One is an independent 
directors. The current Board composition reflects a good mix of experience, backgrounds, skills and 
qualifications. All directors have many years of experience, and are fully aware of their duties and 

responsibilities under the Code of Corporate Governance. At present, four (4) Directors have acquired the 
formal Directors Training Certificates, while all the other directors possess sufficient skills and experience of 
Board room as described in the Code of Corporate Governance. To further its role of providing oversight and 
strategic guidelines to the company, the Board has formulated role and responsibilities of Chairman and Chief 
Executive Officer. The Board has constituted two Sub Committees, namely Board Audit Committee (BAC) and 
Human Resources & Remuneration Committee (HR&RC). The composition, role and responsibilities of the 
Committees are clearly defined in their respective Terms of References.

All the Board members are given appropriate documents in advance of each meeting which normally includes 
a detailed analysis of business and matters, where the Board will be required to make a decision or give its 
approval. During the year 2018-19, the Board had four (4) meetings during this year to review the quarterly 
results. The average attendance of the directors in Board meetings during the year was 89%.

The Board of Directors has complied with the Code of Corporate Governance, the listing requirements of 
Pakistan Stock Exchange Limited and the Financial Reporting framework of Securities & Exchange 
Commission of Pakistan.

Board Evaluation

As required by the Listed Companies Code of Corporate Governance Regulations 2017 the Board has 
developed a mechanism for evaluation of performance of the Board of Directors. During the year a 
comprehensive questioner was circulated among all members of the Board for evaluation of performance of 
the Board of Directors.

The Board Performance Evaluation will be considered the following process:

• Each Board Member will be asked to complete the Evaluation Questioners Form by selecting the 
appropriate rating that most closely reflects his performance and the Board’s as a whole related to 
each practice

• The Human Resource and Remuneration Committee (consist of director, detail is below) will review 
the performance of each Director and a Board as whole.

• In addition to Board Members completing the form as a self-evaluation, Human Resource and 
Remuneration Committee may ask individuals who interact with the Board Members to provide 
feedback. 

• The result of all Board Members will be consolidated into a summarized document for discussion and 
review by the Board of Directors.

• The Performance of Board will be reviewed twice in a year and the result will be compiled for year as 
whole.

Changes in the Board 

During the year, two casual vacancy occurred in the Board which was filled within 90 days with the 
appointment of Mr. Farooq Advani as Director in place of Sheikh Kausar Ejaz  who resigned, and Miss Samar 
Shahid as Director in place of Mr. Aijaz Ahmed Tariq.

Composition of Board 

The Board of Directors consists of qualified individuals possessing knowledge, experience and skills in 
various professions, with the leadership and vision to provide oversight to the company. The current Board 
composition reflects a good mix of experience, diversity in backgrounds, skills and qualifications. All directors 
have many years of experience, and are fully aware of their duties and responsibilities under the Code of 
Corporate Governance. The composition of the Board is in compliance with the requirements of the Code of 
Corporate Governance regulations, 2017 applicable on listed entities which is given below:

Total Number of Directors
a) Male 6
b) Female 1

Composition: 
i. Independent Directors 1
ii. Executive Directors 2
iii. Non-Executive Director 4

The names of the directors as at June 30, 2019 are as follows 
1) Mr. Anwar Ahmed Tata  Chairman
2) Mr. Shahid Anwar Tata  Director / Chief Executive Officer
3) Mr. Adeel Shahid Tata Director
4) Mr. Bilal Shahid Tata  Director
5) Mr. Farooq Advani Director
6) Miss Samar Shahid Director
7) Mr. Muhammad Naseem  Director

Committees of the Board

The Board has constituted two sub committees namely Audit Committee and Human Resource & 
Remuneration Committee. The role and responsibilities of the Committees are clearly defined in their 
respective Terms of Reference. The composition of both these committees is disclosed as follows:

Audit Committee

Mr. Muhammad Naseem    Chairman (Independent)

Mr. Farooq Advani    Member

Mr. Adeel Shahid Tata    Member 

Human Recourse and Remuneration Committee
Mr. Muhammad Naseem    Chairman (Independent)
Mr. Shahid Anwar Tata     Member
Mr. Adeel Shahid Tata     Member
Mr. Farooq Advani    Member
Miss Samar Shahid     Member

Detail of Board and its Committee Meetings

During the year under review, four Board of Directors Meetings, four Audit Committee Meetings and one 
Human Resource & Remuneration committee meeting were held. The attendance of the directors is as follow:

(Leave of absence was granted to the Directors who could not attend the Meetings due to their 
pre-occupations)
* Resigned from the Board 
** Appointed by the Board of Director

Directors’ Remuneration 

Through the Articles of the Company, the Board of Directors is authorized to fix remuneration of the Directors. 
In this regard, the Board of Directors have developed a comprehensive Remuneration policy for 
Non-executive and Independent Directors of the Company in accordance with the Companies Act 2017 and 
the Listed Companies (Code of Corporate Governance) Regulations 2017. Non-executive directors including 
the independent director are entitled only for fee for attending the meetings.

Directors’ Training 

The Directors of the Company are adequately trained to perform their duties and are aware of their powers 
and responsibilities under the Companies Act, 2017 and the Regulations of PSX Rule book.

Detail of Share Trading 

Apart from the following transactions, the Chief Executive, Directors, Chief Financial Officer, Company 
Secretary, Head of Internal Audit, other Executives and their spouse(s) and minor children did not carry out 
any transaction in the shares of the company during the year.

Role and Responsibilities of the Chairman and CEO

The Board of Directors provides the overall direction for the Company operations and provides oversight for 
various policies and monitors the management in the light of operational and financial plans. The roles of 
Board and the Chief Executive Officer have been clearly defined where the Board is responsible for strategic 
guidance and providing directions for sustainable business. The Chairman and the Chief Executive have 
separate and distinct roles. The Chairman has all the powers vested in him under the Code of Corporate 
Governance and presides over all Board meetings. The Chief Executive performs his duties under the powers 
vested by the law and the Board and recommends and implements the business plans and is responsible for 
overall control and operation of the Company.

Chief Financial Officer (CFO), Company Secretary and the Head of Internal Audit

The Chief Financial Officer (CFO) and the Head of Internal Audit possess the requisite qualification and 
experience as prescribed in the Code of Corporate Governance. The Company Secretary possesses the 
requisite qualification and experience as prescribed in the Companies Act, 2017. The appointment, 
remuneration and terms and conditions of employment of CFO, the Company Secretary and the Head of 
Internal Audit were determined by the Board of Directors. The removal of CFO and Company Secretary 
whenever applicable is made with the approval of Board of Directors.

Business Philosophy & Best Corporate Practice

We believe in ethical practices, sustainable manufacturing processes, transparent reporting to the 
shareholders and in the best practices of Corporate Governance to ensure success and better results for all 
stakeholders. The Board members actively participate in the meetings to provide guidance concerning the 
company’s business activities, operational plans, review corporate operations and formulate and review all 
significant policies. The Board firmly adheres to the best ethical practices and fully recognizes its 
responsibilities for protection and efficient utilization of company assets for legitimate business objectives and 
compliance with laws and regulations. The Chairman ensures that the discussions held during the Board 
meetings and the consequent decisions arising are duly recorded and circulated to all the directors within 14 
days. The CFO and the Company Secretary attended all the meetings of the Board as required by the Code 
of Corporate Governance. All periodic financial statements and other working papers for the consideration of 
the Board/ Committees are circulated to the directors well before the meetings so as to give sufficient time to 

the directors to make decisions on an informed basis. This year the Board has held four meetings, agendas 
of which were duly circulated at least a week before the meetings. 

Timely Communication of Financial results
The quarterly un-audited financial statements and the half-yearly financial statements (reviewed by the 
Auditors) were duly circulated within thirty (30) days and sixty (60) days respectively along with the Directors’ 
Report. Annual financial statements, Board of Directors’ Report, Auditors’ Report and other statutory 
statements and information are being circulated for consideration and approval by the shareholders within 
122 days from the close of the financial year however, we are taking measures to reduce this time. Periodic 
financial statements of the Company are circulated to Directors duly endorsed by the CEO and the CFO. 
Half-yearly and annual accounts are initialed by the external auditors before presenting it to the Audit 
Committee and the Board of Directors for approval.

Risk & Opportunity Management
Risk management is crucial to any business, which includes identification and assessment of various risks 
followed by coordinated application of resources, to economically minimize, monitor and control the impact of 
such risks and maximize the realization of opportunities. Management periodically reviews major financial 
and operating risks faced by the business. The Audit Committee is responsible for the Risk Management. 
Despite the facts that the Company’s financial performance during the year was not encouraging as 
compared to last year and yet some uncertainties remain resulting from level of cotton production in the 
country, local and international cotton pricing, international yarn pricing, impact of trade wars between US and 
China and exchange rate fluctuations may have an impact on the future financial results of the Company. For 
more details on risk & opportunity management, refer Risk & Opportunity Report in these Financial 
Statement. 

Internal Control Framework
The Company maintains an established control framework comprising clear structures, authority limits, and 
accountabilities, well understood policies and procedures and budgeting for review processes. All policies and 
control procedures are documented in manuals. 

The Board Audit Committee has been entrusted with the main responsibility of Internal Controls. The Audit 
Committee receives the Audit reports by the Internal and External auditors, and after detailed deliberations, 
and suggesting improvements, periodic reports are submitted to the Board of Directors. The Company places 
a high value on transparency, both internally and externally, in its corporate management. It focuses 
consistently on the implementation of efficient management practices for the purpose of achieving clear and 
quantifiable commitments. The Company has a Cost & Management Accountant posted as Head of Internal 
Audit, who is being assisted by M/s EY Ford Rhodes and in-house executives to carry out the Internal Control 
functions.

The management has placed an explicit internal control framework with clear structures, authority limits, and 
accountabilities, well defined policies and detailed procedures, enabling the Audit Committee and the Board 
to have clear understanding of risk areas and to place effective controls to mitigate these risks. 

Whistleblowing & Speak-up Policy 
The Company is committed to do business in ethical and compliance manner. For the purpose, Company has 
implemented whistle blower policy to encourage the employees and other parties (customers and vendors 
etc.) to report without any fear of retaliation, an unethical behaviors, malpractices, wrongful conduct, fraud, 
violation of the company’s policies & values, violation of law by any employee.

Disclosure of Conflict of Interest

The Company has taken measures to prevent conflict of interests between directors, employees and the 
Company. In this regard, a clear policy on conflict of interests is contained in the Code of Conduct duly 
approved by the Board of Directors. The Company annually circulates and obtains a confirmation from all 
employees and Directors that they have read and understood the Code of Conduct. Further, the Directors and 
key employees are reminded of insider trading and avoiding in the dealing of shares during the closed period. 
Every Director is required to bring to the attention of the board complete details regarding any material 
transaction which has a conflict of interest for prior approval of the Board. The interested Directors neither 
participate in discussions nor vote on such matters. The complete details of all transaction with related parties 
are submitted to the Audit Committee who recommends them to the Board for approval in each quarter. These 
transactions are also fully disclosed in the annual financial statement of the company.

Corporate Social Responsibility
Island Textile Mills Ltd. is committed to achieving tangible, sustainable fulfillment of its corporate social 
responsibility. During the year under review the Company contributed Rs.3.40 million in Health  & Welfare of 
Society. The Company has contributed Rs.1.30 million in Health Sector by collaborating with Islamia Hospital 
Chiniot and Bait-ul-Sukoon and also contributed Rs.1.80 million in Welfare by collaborating with Chiniot 
Sheikh Society.

Our role as a corporate citizen is as important to us as satisfaction of our customers and earning a fair return 
for our shareholders. We are committed to work for the betterment and prosperity of our stakeholders. 
Management has endeavored to provide a safe and healthy work atmosphere by adopting practices and 
creating working conditions which are safe and healthy for our employees, vendors, contractors, suppliers 
and customers.

Sustainability Measures
All aspects of sustainability including efficient operational procedures, effective internal controls, ethical 
behavior, and energy conservation are an integral part of our business model. We also believe that 
employees are most critical in the progress, growth and sustainability of any organization.

Engaging Stakeholders & Transparency
Development of stakeholders’ relationship is of significant importance for the company. Building 
“stakeholder’s engagement”, compliance with regulatory requirements and terms and conditions are one of 
the main business principles by which we abide. To bring an accurate understanding of the company’s 
management policies and business activities to all its stakeholders, it strives to make full disclosure of all 
material information to all stakeholders by various announcements on its website, to the Stock Exchange and 
other sources available to help investors to make informed decisions. It encourages full participation of the 
members in the Annual General Meetings by sending corporate results and sufficient information following the 
prescribed timeline so as to enable the shareholders to participate on an informed basis. While increasing 
management transparency, it aims to strengthen its relationships and trust with shareholders and investors. 
Our stakeholders include but are not limited to customers, employees, government, shareholders, suppliers, 
local communities and bankers.

Policy for Investor Grievances

The Company has an “Investor Relation Policy” that sets out principles for providing shareholders and 
prospective investors with necessary information to allow them to make well informed investment decisions 

and ensure a level playing field.

Investor grievances and complaints are very important and are properly reviewed to minimize the recurrence 
of similar issues in future. The following principles are adhered to with regards to investor grievances:

a) Investors are treated fairly at all times.

b) Complaints raised are dealt with in a courteous and timely manner.

c) Various modes of communication like email, telephone, meetings and raising matters at the Annual 
General Meeting are available to investors to raise grievances.

d) Queries and complaints are treated fairly and efficiently.

e) Employees work in good faith and without prejudice towards the interest of the creditors.

f) Detailed company information regarding financial highlights, investor information, and other requisite 
information specified under the relevant regulations has been placed on the corporate website of the 
company which is updated on regular basis.

Issues Raised at Last AGM

While general clarifications were sought by shareholders on company published financial statements during 
the 49th Annual General Meeting of the Company held on October 22, 2018, no significant issues were raised.

Pattern of Shareholding

A statement on the pattern of shareholding along with categories of shareholders, where disclosure is 
required under the reporting framework and the statement of shares held by the directors and executives as 
on 30th June 2019 is annexed.

Mechanism for Providing Information and Recommendation to the Board
Formal Reporting Line 

The current organization/structure of the Company consists of various departments/divisions, each of which 
is led by a divisional head. These divisional heads are responsible for their respective divisions and the Board 
can then have access to them.

Employees 

Employees are encouraged to express their views and forward their suggestions. We follow an open door 
policy and employees are free to send emails, phone or even talk directly to the CEO. The employees can 
give suggestions, grievances and concerns or raise any matter related to the Company. In case the matter is 
of significant nature, the same is addressed in the meetings of the Managing Committee, the Board of 
Directors or the relevant Board Committees. The Company also has a speak-up policy to enable employees 
to raise serious concerns to the management regarding the business or Company without fear and 
repercussions. The CEO also meets the all departmental and divisional heads on frequent basis through 
which they are provided an opportunity to express their concerns and suggestions directly to the CEO. These 
meeting are aimed at capturing free and first hand suggestions.

Shareholders 

Every year the Annual General Meeting of shareholders is held in accordance with the requirements of the 
Companies’ Act 2017 which is attended by the Board, CEO, Company Secretary, CFO and the senior 
management of the Company. The interactive session with the shareholders allows the shareholders to ask 

questions on financial, economic, social and other issues and also give suggestions and recommendations. 
The CEO responds to all questions. The Company has also provided contact details of all relevant personals 
for general and specific queries on its website.

Managing Conflict of Interest

As per the Code of Corporate Governance, the Company circulates the Code of Conduct to all employees and 
Directors. Further, the Directors and key employees are reminded of insider trading and to avoid dealing in 
shares during closed period. Every Director is required to bring to the attention of the Board complete details 
regarding any material transaction which has a conflict of interest for prior approval of the Board. The 
interested Directors neither participate in discussions nor vote on such matters. The complete details of all 
transactions with related parties are provided to the Board for approval. These transactions are also fully 
disclosed in the annual financial statement of the Company.

Safety of company records
Tata Pakistan has a proper “Document & Record Control Policy” for retaining, maintaining and retrieving 
administrative control of all documents and data that relate to the Company and has taken the following 
concrete measures to ensure safety/security of the records. All important documents such as, minutes and 
proceedings of the Board & its sub-committees, annual general meetings, statutory certificates, title 
documents of the company’s property and all other important communications and records are kept in a fire 
proof secure safe. All other important accounting records are outsourced with a record management 
company.

Human Resources Management
A comprehensive set of policies has been implemented to cover all aspects related to HR. The main focus of 
the policies is to train, motivate and retain valuable human assets for the future growth of the Company. In 
order to maintain continuity of the business operations, particularly at senior management and key 
managerial levels, a Well-defined Succession Policy is in practice.

Information Technology Policy
A well-defined Information Technology Policy is place to help achieve efficient and effective use of I.T 
resources for the company so as to establish priorities, strategy delivery, increase productivity and deliver 
right services to users. The I.T Steering Committee comprising of CEO, COO, CFO and Head of Departments 
who are responsible for taking major I.T decisions. The I.T Head is responsible for ensuring communication 
of I.T security policies to all users of Group Companies. Further, External Auditors review I.T Controls and 
Policies annualy. The Policy on Information Technology is focused upon information security, human resource 
security, access control, information system acquisition development and maintenance, business continuity 
management, incident management, website and ERP.

KEY OPERATING AND FINANCIAL DATA

RATIOS 2019 2018 2017 2016 2015 2014
PROFITABILITY RATIOS
Gross Profit Ratio % 13.39 14.55 7.90 3.87 5.32 13.49

Net Profit / (Loss) to sales % 2.44 7.30 0.22 (5.13) (2.87) 5.25
EBITDA Margin to sales % 12.02 15.03 8.89 1.25 5.81 14.44

Operating leverge ratio % (0.20) 10.07 16.03 5.88 (42.12) 1.23
Return on Equity % 4.24 19.08 0.71 (14.38) (3.31) 5.84
Return on capital employed % 11.01 15.22 8.12 (1.73) (0.23) 8.19

LIQUIDITY RATIOS
Current Ratio Times 1.03 1.13 0.95 1.12 1.32 3.39
Quick/Acid test Ratio Times 0.39 0.43 0.37 0.54 0.44 1.31

Cash on current liabilities Times 0.01 0.01 0.01 0.02 0.11 0.23
Cash flow from operations to sales Times 0.13 0.15 0.11 0.05 0.03 0.09

INVESTMENT / MARKET RATIOS
Earning per Shares Rs 369.46 920.15 25.03 (435.98) (114.63) 204.81
Price/Earning ratio Times 5.79 1.30 33.40 (2.17) (6.45) 4.20
Price to Book ratio % 24.58 24.88 23.64 31.17 21.35 24.52
Dividend Yield ratio % 0.23 0.42 0.00 0.00 0.68 0.58
Dividend Payout ratio % 1.35 0.54 0.00 0.00 (4.36) 2.44

Dividend Cover ratio Times 73.89 184.03 0.00 0.00 (22.93) 40.96
Cash Dividend per Share Rs

Rs
5.00 5.00 - - 5.00 5.00

Book Value per Share as at June 30th 8,705.37 4,822.39 3,536.40 3,031.90 3,461.46 3,508.01
Market Value per Share as at June 30th Rs 2,139.99 1,200.00 835.91 945.00 739.00 860.00

CAPITAL STRUCTURE RATIOS
Financial Leverage ratio Times 1.02 1.89 2.58 2.83 2.09 -
Weighted average cost of debt % 9.74% 6.62% 6.62% 7.54% 5.08% 1.84%
Debt to equity ratio Times 56:44 68:32 74:26 76:24 71:29 18:82

Interest Cover / Time Interest earned ratio Times 1.48 2.29 1.16 (0.26) (0.67) 7.02

ACTIVITY / TURNOVER RATIOS
Total Assets Turnover ratio Times 0.76 0.85 0.83 0.66 0.34 0.91

Fixed Assets Turnover ratio Times 1.21 1.42 1.27 0.98 0.49 1.62
No. of days in Inventory Days 124 124 98 91 231 122
No. of days in Receivables Days 41 38 32 29 23 29

No. of days in Payables Days 26 17 17 38 51 44
Operating cycle Days 139 145 114 80 199 106

Inventory Turnover Ratio Times 2.94 2.94 3.74 4.00 1.58 2.99
Debtors Turnover Ratio Times 8.70 9.46 11.10 12.48 15.97 12.24

Return on assets % 1.87 6.17 0.18 (3.40) (0.97) 4.76
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