Corporate Supervision Department
Company Law Division

ECE Before Abid Hussiain - Executive Director (C51)

h the matter of

Karim Cotton Mills Limited

Number and date of notice: EMIN233/144/02-924, dated July 26, 2005

Final Hearing held on: March 17, 2016

Present: M ddrees T Ibrabom, Chiel Expeutive
ORIER

UNDER SECTION 309 READ WITH SECTION 305 OF THE COMPANIES ORDINA

Ihis order shall dispose of proceedings in the matter of show cause notive (the “SCN")
dated Tulv 26 2005 under section under sectton 309 read with, section 305 ol the Companies
(rdinanee, 1484 (' Ordinamee” ) issued fo the Karum Cotron Mills Limited (the "':UTI'lPN'I}’J'j and s

b of dlivectors (tepetier relerred o as the "rn:.xsp-.u\vau‘-"] of the Company

The briet facts of the case are that the Company has been dormant with its ppueralions
suspended since April, 1995, The Company had sold all its assets and discharged its habilities in
Pccember, 1999, Priviously, proceedings under section 309 of the Ordinance were initiated against
the Company en January 20, 2004 as ils operations had been suspended since the year 1995, In
response o the proceedings, the Company's chicf executive had informed that buy back of shares
from minanty shareholders was decided at a price of Rs, 16 pir share against market value of saud
shares it Rst) 83 per share, upon direction of the Comnussion dated September 27, 2000 He further
mformed that the sponsor directors had plans to revive the Company. Since no revival plan was

presented, the proceedings were concluded through order dated June 16, 2004 m terms whereof

concorned registrar was authorized to file petition for winding up of the Company.

A e Company filed an appenl before the Appellane Bench of the Commission against the
arder of the Commission and the Appellawe Bench vide order dated August 31, 2004 decided that
the sponsors be given time till December 31, 2004 10 revive the Company, either by injecting funds
themselves ar selling the Company to sime other spund business party. The Appellate Hench
furhur directid that in cose ot failure W revive the Company, the sponsors (o initiate voluntary
windlng up within fifteen days of the extended Lime. failing which fresh sanction for filing
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winding up petition against the Company mi;,;hi be granted by the department. Thereatter; the
Company informed that the buy-back process had been completed and that Company had entered
inte an agreement with a sound party o purchase the entire shareholding from sponsor for which
trading in shares might be allowed. Since, the Company failed to revive its operations, the SCN
dated luly 26, 2005 was ssoed to the Company and various opportunities for hearings were

provided dflerwards

4 Fhe Company through their letier dated Tanuary 30, 2010 dgain took up the matter of the
reyvivil of the Company. However, as the Company was merely a shell company with no assets
and instgaificant shareholding of the general public atter the buy-back of shires un April 1, 20023t
weas advised that the Company might choose to become an unlisted company. With regard to the
management's proposal that the Company mipght be acqoired by Al-Shahpger Corporation, the
Commision was of the view that m such a vase, the sponsor would be reguired to give an ophion
to al! the existing shareholders for sale of shares to them and o delist the Campany following due
orocess. Furthermon:, the potential acquires meeded 1o givie anoffer to all the existimg shareholders
of the Company for acquisition of shares under the Listed Companies {Substantial Acquisition of
Voting Shares and Takeoviers) Ordinance, 2002 before the acquisition of shares from tha existing
sponsars of the Company In conneckion with this, @ presentation made by Mr. Ralmm Jan on
Behalf of the Company. in 2010 was not found cogent as revival plan to be implemented through
Al-Shahwer Corporation was mere acquisition of shares ol the Company. Subsequently, the
proposed  revival plan could net be amplemented L the year 2014 despite  repeated
ciorrespondence exchanged with the Company.

3 Iit hearing held on May 13, 2014 the chief executive of the Company informed that the Al-
Shaheer Corparation had backed out from [is proposal and presently the Company was engapged
with another company Rellance Exim for revival through investment. According to the chief
executive, the negotiation process was expected 1o be linalized within 45 days, However, revival
of the Company could not become a reality. Subsequently, it was disclosed in the Company
financial statements lor the vear ended June 3, 2015 that the management had executed o
nemorandum OF yndeistanding ("MOLT) dated May 3. 2014 with another party Agro Allianz

Private Limrted (“AATPL") for revival ol the company through a scheme af arrangement tor
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merger. | was further disclosed that the Company had filed petition for approval of scheme of
arrangement with the High Court of Sindh and based on expected revival the financial statements
were prepared under going concern assumption. The Company through its letter dated December
17, 2014 stated that it had paid all outstanding dues of stock exchanges, held its overdue anmual
general meetings and also hud tiled overdie annual and interim accounts with the Commission,
The Company turther provided profite of AAPL, its audited linancial statements tor the year 2014
and a copy of Mol signed with it. A hearing in the malter was held on January 6, 2016 and the
chief executive appeared betore Ex¢eutive Director (CS1)) and stated that the petition tor merger of
the Company with AAPL was filed with the High Court and it was expected to be granted soon.
e furthor stated that a5 a eesult of fevival of the Company's uperations atter merger, minority
sharcholders will be benefitted, Another heaeing was fixed on March 2, 2016, however, the
Campany theougl s leter datedd Felrligry 9. 2014 stated that the merzier puLitiun was hxed for
hearing before court on February 26, 2016 and the proceedings may be held in abeyance till the
ducision of the pdtition, Subsequently. through letier dated February 27, 2016 the Company
infotmed that hearing was held on February 26, 6 betere the High Court and the case was re-
fived for March 7, 2016 In another hearing before the executive director (CSD), the chief executive
stalod thal the hearng in respect of merger petibion: was fined by the High Court on March 17,
2016 He was informed that the Comparmy might need to seek clearance from stock exchange for
merger with AAPL whose books were alse required to be audited by an auditor having

satistactory QG raling.

fr Subsequently. as informed by the Company through various correspondences, the merger
petition was adjourned and re-fixéd several times by the High Court due to wne or the other
reasorn. Pimally, through order dated August 15, 201n, the henuurable High Court, allowed the
petition for merget of the AAPL and the Company despite the reservations of the stock exchange
and the Commission, which were communicated to the honourable High Court following the due

|.*TIJ‘EL“55

I terms of the Commission’s notification SRO 103 (1372015 dated October 15, 2015, the
powers to adjudicate vases under sechon 19 f the Ordinance have been delegated to Execubive

DMgector (Corporate Supervision Departivent). Since, the hunorable High Court has allowed the
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petition for merger of AAPL and the Company, there 15 a high probability that the Company may
be revived as per the agreement between the Company and the AAI'L, which appears to be a
Hnancially sound  party. As per inforniation provided by the Company, the AAPL was
meorporated on lanuary 22, 2013 and during the year 2014, it generated revenues ol Ks. 1.476
billion vielding after tax profit of Rs64.337 million Moreover, grant of sanction by the High Court
fur the aforesaid muerger, s a conerete evidence of ¢tiortsof the management of the Company for
its rewvival, which will also be bepefical for the minority shareholders of the Company. In the

clirrent errcumstances the chahices of revivial of the Company appear to be realistic

5. For the torgeing reasons, In exerdisy of the powers conferred by section 309 of the
Urdinance, | hereby conclude the subject proceedings without any adverse order against the
Company. The department is directed lo closely watch the progress on merger pursuant the
honurable High Courl's order to ensure that merger is successtully completed and the Company is

revivied as per the <anctioned seheme of arrangement.
(o

Abid Hussai
Fxpculive [Diectar (TS0
Announdced:

Clctober 28, 2006
[slamabad

It Flooi, NIC Bullding, 83-Jinnah-Avenue
Islamabad, Pakisian )
DRREY - 92570307091 -4, Fax, +92-51.0100454 9100471, Ermail wirbrhissterisecn gov ok WebsIe Www. 5eap a0y pk



