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Feroze1888 Mills Limited

DIRECTORS’ REPORT

The Directors of Feroze1888 Mills Limited (‘the Company) are pleased to present the Un-audited Condensed Interim
Financial Statements for the quarter ended 30 September 2019.

PAKISTAN’S ECONOMIC OUTLOOK

It is acknowledged fact that the consumption-driven growth model that Pakistan has come to rely on to achieve high
growth rate is non-sustainable any more. It is high time that Pakistan shifts towards exports as the key driver of growth.
Government needs to implement necessary stabilisation measures aimed at containing consumption while, at the same
time, providing incentives to export industries and improving productivity of the economy. As Paul Krugman — a Noble
Laureate economist — puts it, “productivity isn’t everything, but in the long run it is almost everything.” Addressing
critical infrastructure and diplomatic bottlenecks with the aim to develop trade linkages with regional Central and South
Asian economies can go a long way in improving the productive potential of the economy.

Textile exports during 2MFY20 increased 2.3 percent year on year against a growth of 3 percent in total exports during
the period. The textile group accounted for 61 percent of total exports during the first two months of FY20 as opposed to
62 percent during the same period last year.

FINANCIAL PERFORMANCE OVERVIEW

Net turnover for the quarter at PKR 7,650 million is 25% higher than the same period last year (SPLY) mainly due to
impact of exchange rate differences year on year basis and slight increase in volumes. However on the other hand
inflationary pressure on cost of sales and expenses offsets this increment up to major extent. As a result profit after tax
for the quarter at PKR 744 million is slightly decreased by 0.4% due to increase in input cost, finance cost and taxation in
comparison with the same period last year. Reduction of benefit under section 65B remains the major cause for
increasing tax impact. Summary of the key financial indicators is presented below.

Rs. In '000 Rs. In '000
Profit and Loss Account for the Year Ended, Statement of Financial Position As At,
Un-audited Un-audited Audited
September September September June 2019
2019 2018 2019
Sales- net 7,650,327 6,114,678 Property, plant and equipment 14,605,082 13,458,882
Gross profit 2,059,058 1,371,810 Long term investments 230,351 186,153
Stock-in-trade 8,853,651 6,411,087
Admin and distribution cost (813,991) (646,895) Trade debts 6,972,030 7,629,994
Other expenses (423,390) (46,794)
Otherincome 72,259 145,360  Share capital 3,768,009 3,768,009
Finance cost (58,998) (28,215) Reserves 17,079,356 16,335,440
Long term financing 2,668,893 1,991,546
Profit before taxation 834,938 795,267  Short term borrowings 6,490,000 6,490,000
Profit after taxation 743,916 746,776
EPS 1.97 1.98

For the Quarter ended September 30, 2019 | 4



Feroze1888 Mills Limited

Economic uncertainties, coupled with a rising inflation, fluctuating exchange rates and higher interest rates, resulted in
restrained business activity during the period under review. However, the textile industry built on its positive
momentum from the last quarter with improved performance following various initiatives taken by the government to
restore the industry’s export competitiveness.

FUTURE OUTLOOK

Economic growth in FY 2020 is likely to remain weak as Pakistan’s severe twin deficits require fiscal austerity. In addition,
a tighter monetary stance and still-elevated inflation are expected to eat into household spending and investment.
Deteriorating relations with India, and substantial financing needs, represent additional risks to the outlook. Average
economic growth of 3.5% in FY 2020 and 4.0% in FY 2021 is anticipated.

The interbank foreign exchange market had adjusted relatively well to the introduction of the market-based exchange
rate system. The initial volatility and associated uncertainty in the exchange market had subsided. Reflecting these
improved sentiments and continued adjustment in the current account, the rupee had strengthened modestly against
the US dollar since the last two months, unlike its previous trend. On the external front, the US Fed, as anticipated,
reduced its policy rate by 25 basis points (bps), followed by policy rate cuts by other major central banks around the
world. This would help in lowering pressures on emerging markets’ currencies and potentially increase financial inflows.

ACKNOWLEDGEMENT AND APPRECIATION

The Company remains grateful to its shareholders, employees, suppliers, contractors and customers for their confidence
in the Company and their tireless efforts in deriving the Company on the path of growth and prosperity.

Rehan Rehman Asim Shabbir Patka
Chief Executive Officer Director
Karachi

Date: 23 October 2019
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profit before taxation 834,938 795,267  Short term borrowings 6,490,000 6,490,000
Profit after taxation 743,916 746,776
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Feroze1888 Mills Limited

Condensed Interim Statement of Financial Position
As at September 30, 2019

Un-audited Audited
September 30, June 30,
2019 2019
Note --=----- (Rupees in '000) --------
ASSETS
Non-current assets
Property, plant and equipment 5 14,605,082 13,458,882
Intangible assets 26,216 1,852
Long term investments 230,351 186,153
Long term deposits 16,380 16,380
14,878,029 13,663,267
Current assets
Store and spares 1,077,963 908,514
Stock in trade 6 8,853,651 6,411,087
Trade debts - considered good 6,972,030 7,629,994
Advances, deposits, prepayments and other receivables 7 2,621,014 1,604,581
Taxation - net 492,273 482,195
Cash and bank balances 1,230,872 3,267,698
21,247,803 20,304,069
Total assets 36,125,832 33,967,336
EQUITY AND LIABILITIES
Share capital and reserves
Authorised share capital
400,000,000 (2018: 400,000,000) ordinary shares of Rs 10/- 4,000,000 4,000,000
Issued, subscribed and paid-up capital 3,768,009 3,768,009
Reserves 17,079,356 16,335,440
20,847,365 20,103,449
Liabilities
Non-current liabilities
Deferred liability 171,414 143,494
Long term financing 8 2,668,893 1,991,546
2,840,307 2,135,040
Current liabilities
Trade and other payables 9 5,523,786 4,910,688
Short term borrowings 6,490,000 6,490,000
Accrued mark-up 38,157 50,898
Current portion of long term financing 384,408 275,388
Unclaimed dividend 1,809 1,873
12,438,160 11,728,847
CONTINGENCIES AND COMMITMENTS 10
Total equity and liabilities 36,125,832 33,967,336

The annexed notes 1to 17 form an integral part of these condensed interim financial information.

Muhammad Faheem Rehan Rahman Asim Shabbir Patka
Chief Financial Officer Chief Executive Officer Director
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Feroze1888 Mills Limited

Condensed Interim Statement of Profit or Loss Account
For the Quarter ended September 30, 2019

Un-audited

Quarter Ended
September 30, September 30,

2019 2018

Note +=======----- (Rupees in '000) -----------

Sales - net 7,650,327 6,114,678
Cost of sales 11 (5,591,269) (4,742,868)

Gross profit 2,059,058 1,371,810
Administrative cost (294,607) (258,427)
Distribution cost (519,384) (388,467)
Other expenses 12 (423,390) (46,794)
(1,237,381) (693,688)

821,677 678,122

Otherincome 13 72,259 145,360

Operating profit 893,936 823,482
Finance cost (58,998) (28,215)

Profit before taxation 834,938 795,267
Taxation (91,022) (48,491)

Profit after taxation 743,916 746,776

Earning per share basic & diluted (Rupees) 1.97 1.98

The annexed notes 1to 17 form an integral part of these condensed interim financial information.

Muhammad Faheem Rehan Rahman Asim Shabbir Patka
Chief Financial Officer Chief Executive Officer Director
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Feroze1888 Mills Limited

Condensed Interim Statement of Comprehensive Income
For the Quarter ended September 30, 2019

Un-audited
Quarter Ended
September 30, September 30,
2019 2018

Profit after taxation 743,916 746,776

Other comprehensive income -

Total comprehensive income for the period 743,916 746,776

The annexed notes 1to 17 form an integral part of these condensed interim financial information.

Muhammad Faheem Rehan Rahman Asim Shabbir Patka
Chief Financial Officer Chief Executive Officer Director
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Feroze1888 Mills Limited

Condensed Interim Statement of Cash Flows
For the Quarter ended September 30, 2019

CASH FLOW FROM OPERATING ACTIVITIES

Un-audited

September 30,

2019

September 30,

2018

Profit before taxation 834,938 795,267
Adjustment for:
Depreciation 277,699 209,116
Amortization 136 118
Finance cost 58,998 28,215
Deferred liability 27,920 -
Profit on short term investment (72,259) -
Loss / (gain) on disposal of property, plant and equipment 270 (2,079)
292,764 235,370
1,127,702 1,030,637
(Increase) / decrease in current asset
Stores and spares (169,448) (105,386)
Stock in trade (2,442,564) (2,115,581)
Trade debt 657,964 16,090
Advances, deposits, prepayments and other receivables (1,052,951) 5,770
(3,006,999) (2,199,107)
Increase in current liabilities
Trade and other payables 613,098 378,396
Net cash used in operations (1,266,199) (790,074)
Finance cost paid (71,738) (31,685)
Income tax paid (101,102) (68,325)
Net cash used in operating activities (1,439,039) (890,084)
CASH FLOW FROM INVESTING ACTIVITIES
Fixed capital expenditure (1,466,757) (509,709)
Proceeds from disposal of operating fixed assets 18,089 11,989
Profit received on short term investment 64,578 -
Net cash used in investing activities (1,384,090) (497,720)
CASH FLOW FROM FINANCING ACTIVITIES
Dividend paid (64) (34)
Short term borrowings —net - 1,468,596
Long term finance - net 786,367 146,517
Net cash generated from financing activities 786,303 1,615,079
Net (decrease) / increase in cash and cash equivalent (2,036,826) 227,275
Net cash and cash equivalent at beginning of the period 3,267,698 203,364
Cash and cash equivalent at end of the period 1,230,872 430,639

The annexed notes 1to 17 form an integral part of these condensed interim financial information.

Rehan Rahman Asim Shabbir Patka
Chief Executive Officer Director

Muhammad Faheem
Chief Financial Officer

For the Quarter ended September 30, 2019 | 11



Feroze1888 Mills Limited

Condensed Interim Statement of Changes in Equity
For the Quarter ended September 30, 2019

Reserves
Capital Revenue
Share Revaluation Total
capital | Merger | Share surpluson | Accumulated Total equity
reserve | premium | property, plant profit
and equipment

(Rupees '000)
Balance as at June 30, 2018 (Audited) 3,768,009 543,413 215,250 1,499,008 10,141,524 12,399,195 16,167,204
Total comprehensive income for the period
. - - - - 746,776 746,776 746,776
ended September 30, 2018 (Un-audited)
Balance as at September 30, 2018 (Un-audited) 3,768,009 543,413 215,250 1,499,008 10,888,300 13,145,971 16,913,980

Final cash dividend for the year ended June 30,
2015 @ Rs.2.45 per share - - : (23162 (923162)  (923:162)
Interim cash dividend for the year ended June 30,
2019 @ Rs.3 per share

- - - - (1,130,403)  (1,130,403) (1,130,403)
Total comprehensive income for nine months

- - - - 5,243,034 5,243,034 5,243,034
ended June 30, 2019 (Audited)

Balance as at June 30, 2019 (Audited) 3,768,009 543,413 215,250 1,499,008 14,077,769 16,335,440 20,103,449
Total comprehensive income for the period
- - - - 743,916 743,916 743,916
ended September 30, 2019 (Un-audited) !
Balance as at September 30, 2019 (Un-audited) 3,768,009 543,413 215,250 1,499,008 14,821,685 17,079,356 20,847,365
The annexed notes 1to 17 form an integral part of these condensed interim financial information.
Muhammad Faheem Rehan Rahman Asim Shabbir Patka
Chief Financial Officer Chief Executive Officer Director
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Feroze1888 Mills Limited

Notes to the Condensed Interim Financial Information
For the Quarter ended September 30, 2019

2.1

2.2

THE COMPANY AND ITS OPERATIONS

Feroze1888 Mills Limited (the company) was incorporated in Pakistan as a Public Limited Company in
October 1972 under the repealed Companies Ordinance, 1984 (now Companies Act, 2017). The shares of
the Company are quoted on Pakistan Stock Exchange Limited. The Company is principally engaged in
the production and export of towels. The registered office of the company is situated at H-23/4-A
Scheme # 3, Landhi Industrial Area, Karachi.

BASIS OF PREPARATION
Statement of compliance

These condensed interim financial statements have been prepared in accordance with the accounting
and reporting standards as applicable in Pakistan for interim financial reporting which comprise of:

International Accounting Standard (IAS) 34 - ‘Interim Financial Reporting’, issued by the International
Accounting Standards Board (IASB) as notified under the Companies Act, 2017; and

Provisions of and directives issued under the Companies Act, 2017.

Where the provisions of and directives issued under the Companies Act, 2017 differ with the
requirement if IAS 34, the provisions of and directives issued under the Companies Act, 2017 have been

This condensed interim financial information does not include all the information and disclosures as
require in the annual financial statements and should be read in conjunction with the Company's
annual financial statements for the year ended June 30, 2019.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies and methods of computation adopted in the preparation of these condensed
interim financial statements are consistent with those applied in the preparation of annual audited
financial statements for the year ended June 30, 2019.

ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of condensed interim financial statements in conformity with approved accounting
standards, as applicable in Pakistan requires the management to make estimates, assumptions and use
judgments that affect the application of policies and the reported amount of assets and liabilities and

Judgments and estimates made by the management in the preparation of these condensed interim
financial statements are same as those applied in the Company's annual financial statements for the
year ended June 30, 2019.

(Un-audited) (Audited)
September30, |, . 35 2019
2019
PROPERTY, PLANT AND EQUIPMENT Note ========---- Rupees in '000 ------------
Operating fixed assets 5.1 12,749,622 11,388,151
Capital work-in-progress 52 1,855,460 2,070,731
14,605,082 13,458,882
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5.1

5.1.1

5.1.2

5.2

Feroze1888 Mills Limited

(Un-audited) (Audited)
September30, | . 35 2019
2019

Operating fixed assets

Rupees in '000 ------------

Balance at the beginning of the period / year 11,388,151 8,939,671
Addition during the period / year 1,663,876 3,469,875
13,052,027 12,409,546

Disposals during the period / year (NBV) (24,706) (88,300)
Depreciation charged during the period / year (277,699) (933,095)
(302,405) (1,021,395)

Balance at the end of the period / year 12,749,622 11,388,151

Details of addition and disposal are as follows:

Additions (Cost)

Disposal (NBV)

(Un-audited) (Audited) (Un-audited) (Audited)
September30, | 35 5019 SePtember30, 35 2019
2019 2019
Rupees in '000
Land - Leasehold - 949 - -
Building on leasehold land 808,774 1,079,894 - -
Leasehold improvement - 9,011 - -
Plant and machinery 847,341 2,166,202 (15,032) (61,205)
Electric fittings / equipments 248 151,230 - -
Office equipments 1,137 17,711 (723) (109)
Computers 3,726 15,275 (881) (1)
Furniture and fixtures 499 5,582 (588) (53)
Vehicles 2,151 24,021 (7,482) (26,932)
1,663,876 3,469,875 (24,706) (88,300)

Depreciation on operating fixed assets for the period amounted to Rs. 277.70 million (September 30,
2018: Rs. 209.12 million).

(Un-audited) (Audited)
September30, | . 35 2019
2019

Capital work-in-progress ~ seeeeeceeee- Rupees in '000 ------------

Balance at the beginning of the period / year 1,776,058 1,727,930
Addition during the period / year 1,330,341 3,354,417
3,106,399 5,082,347

Transferred to
- Operating fixed assets (1,650,702) (3,224,237)
- Expenses / adjustment - (82,052)
(1,650,702) (3,306,289)
1,455,697 1,776,058
Fixed assets in transit and stand-by equipment 399,763 294,673
Balance at the end of the period / year 1,855,460 2,070,731
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7.1
7.2

8.1

Feroze1888 Mills Limited

STOCK-IN-TRADE

This represents raw material in hand, raw material in transit, work in process and finished goods
amounting to Rs. 4,532.30 million,Rs. 427.66 million, Rs. 2,524.17 million and Rs. 1,369.52 million (June
30, 2019: Rs. 2,931.45 million,Rs. 51.10 million, Rs. 2,330.14 million and Rs. 1,098.39 million).

ADVANCES, DEPOSITS, PREPAYMENTS AND Note
OTHER RECEIVABLES

Advances
- suppliers
- employees

Deposits 7.1
Prepayments 7.2

Other receivables

Sales tax refundable

Export rebate / duty drawback
Due from Government

Others

(Un-audited) (Audited)
September30, | 30 2019
2019

------------ Rupeesin '000 ------------

305,068 145,802
293 465
305,361 146,267
31,507 46,268
309,250 161,378
767,878 181,568
546,748 501,959
607,172 507,931
53,098 59,210
1,974,896 1,250,668
2,621,014 1,604,581

This includes amount of Rs. 28.63 million (June 30, 2019: Rs. 28.63 million) paid to a related party .

This includes amount of Rs. 281.05 million (June 30, 2019 Rs. 156.10 million) outstanding with a related p:¢

LONG TERM FINANCING Note

Term loans 8.1
Current portion

(Un-audited) (Audited)
September30, | 30 2019
2019
------------ Rupeesin '000 ------------
3,053,301 2,266,934
(384,408) (275,388)
2,668,893 1,991,546

These represents long term finance facilities (LTFF) obtained from various commercial banks for import
of machinery. These carry mark-up at the rates ranging from SBP LTFF rate plus 0.5% (June 30, 2019:
0.5%) per annum. These facilities are secured against specific charge on plant and machinery of the

Company. The principal portion of the loan is repayable in five and six years through semi-annually and
quarterly installments after grace period of one year. The unutilized portion of long term finance is Rs.

911 million (June 30, 2019: Rs. 1,571 million).

TRADE AND OTHER PAYABLES Note
Creditors 9.1
Accrued liabilities 9.2

Workers' profits participation fund
Workers' welfare fund

Advance from customers

Payable to provident fund

Others

(Un-audited) (Audited)
September30, | 35 2019
2019
------------ Rupees in '000 ------------
2,136,581 1,545,488
3,222,249 2,966,013
37,500 300,626
28,781 22,706
24,662 10,625
23,199 19,297
50,814 45,933
5,523,786 4,910,688
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9.1

9.2

10

10.1

10.2

10.2.1

11

11.1

11.1.1

Feroze1888 Mills Limited

This includes amount of Rs.417.15 million (June 30, 2019: nil) due to a related party.
This includes amount of Rs.29.97 million (June 30, 2019: nil) due to a related party.
CONTINGENCIES AND COMMITMENTS

Contingencies

No contingencies exist as at the reporting date.

(Un-audited) (Audited)
September30, | 35 2019
2019
Commitments e Rupees in '000 ------------
Outstanding letter of credit 831,489 1,193,693
Outstanding letter of guarantee 1,044,084 975,308
Capital expenditure 2,040,046 1,235,205

Post dated cheques of Rs.2,682 million (June 30, 2019: Rs.2,367 million) are issued to Custom

Authorities in respect of duties on imported items.

(Un-audited)

September 30, September 30,
2019 2018
COSTOFSALes . Note =  --==--——-- Rupeesin '000 ----------
Opening stock of finished goods 1,098,394 846,471
Add: Cost of goods manufactured 5,862,398 4,799,760
6,960,792 5,646,231
Less: Closing stock of finished goods (1,369,523) (903,363)
5,591,269 4,742,868
Cost of goods manufactured
Raw material consumed 3,424,516 2,924,851
Stores and spares consumed 779,164 619,884
Salaries, wages and other benefits 923,862 794,985
Fuel, power and water 582,969 448,323
Insurance expense 8,026 6,307
Repair and maintenance 14,834 12,050
Vehicle running expenses 3,870 3,756
Communication and transportation 20,926 14,070
Rent 29,066 27,682
Depreciation 257,543 188,127
Amortization 136 118
Entertainment 810 567
Other manufacturing expenses 10,701 9,663
6,056,423 5,050,382
Opening work-in-process 2,330,145 1,470,271
Closing work-in-process (2,524,170) (1,720,894)
5,862,398 4,799,759
Raw material consumed
Opening stock 2,931,448 1,575,528
Purchases during the period 5,025,368 4,732,916
7,956,816 6,308,444
Less: closing stock (4,532,300) (3,383,593)
3,424,516 2,924,851
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11.1.2 This includes an amount of Rs. 20.14 million (September 30, 2018: Rs. 17.24 million) in respect of staff
provident fund and Rs. 27.92 million in respect of staff gratuity expense (September 30, 2018: Rs.Nil).

(Un-audited)
September 30, September 30,

2019 2018
12 OTHER EXPENSES Note ------------ Rupees in '000 ------------
Loss / (gain) on disposal of operating fixed asset - net 270 (2,079)
Workers' profit participation fund 37,500 42,136
Workers' welfare fund 6,075 4,892
Donations 12.1 500 1,282
Auditors' remuneration 1,058 563
Exchange differences on realization of export receivables 377,987 -
423,390 46,794

12.1 Donations include the donation of Rs. Nil (September 30, 2018 Rs. 1.2 million) to Indus Hospital in which
two directors have interest.
(Un-audited)
September 30, September 30,

2019 2018
13 OTHER INCOME Note ~  =====------- Rupeesin '000 ------------
Exchange differences on realization of export receivables - 145,360
Profit on short term investment 13.1 66,961 -
Profit on long term investments 5,298 -
72,259 145,360

13.1 This represents profit on short term investments ranging from 9.54% to 14.59% per annum (September
30, 2018: Nil).

14 FINANCIAL RISK MANAGEMENT

The Company's financial risk management objective and policies are consistent with that as disclosed in
the financial statements as at and for the year ended June 30, 2019.

15 TRANSACTIONS WITH RELATED PARTIES

Related parties of the Company comprise associates, directors, major shareholders of the Company,
key management personnel and staff provident fund. Details of transactions with related parties during
the quarter, other than those which have been disclosed elsewhere in these financial statements are as

follows:
(Un-audited)
September 30, September 30,
2019 2018

Nature of transaction Note ~  ===-=====-m- Rupeesin '000 ------------
Transaction with associates
Sale of goods 296,199 387,403
Purchases 949 976
Marketing Fee 301,840 216,833
Disposal of fixed asset 15.2 6,383 -
Rent expense 29,966 28,539
Donation - 1,207
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(Un-audited)
September 30, September 30,
2019 2018
------------ Rupees in '000 ------------

Transaction with directors

Meeting fee 4,200 910

Transaction with key management personnel

Remuneration paid 14,046 15,754

Post-employment benefits 816 859

Transaction with other related party

Contribution to staff provident fund 32,154 27,089
(Un-audited) (Audited)
September30, | . 35 2019
2019

------------ Rupees in '000 ------------

Net payable to staff provident fund 23,199 19,927

Following are the related parties with whom the Company had entered into transactions or have
arrangement / agreementin place

Aggregate % of

Particular Relationship shareholding
1888 Miills LLC, USA Common Directorship 5.0877%
The Indus Hospital Common Directorship -
Citizen Police Liaison Committee (CPLC) Common Directorship -
Friendship (Private) Limited Common Directorship -
UTI Industries (Private) Limited Common Directorship -
Feroze1888 Mills Limited - Provident Fund Retirement benefit fund -
Mr. Rehan Rehman Chief Executive Officer / Director 2.2443%
Mr. Jonathan R. Simon Director -
Mr. Khaleequr Rehman Director 3.1363%
Mr. Shabbir Ahmed Director 19.8894%
Mr. Perwez Ahmed Director 5.4624%
Mr. Nasim Hayder Director 0.0001%
Ms. Huma Pasha Director 0.0001%
Mr. Asim Shabbir Patka Director 2.0114%
Mr. Usama Rehman Director 2.0460%
Mr. Muhammad Faheem Key Management Personnel -
Mr. Muhammad Usama Siddiqui Key Management Personnel -

These fixed assets sold to a related party carried at NBV of Rs. 4.79 million.
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16 Date of authorization

This condensed interim financial information was authorized for issue in the Board of Directors meeting
held on October 23, 2019.

17 General

17.1 Corresponding figures have been reclassified / rearranged wherever necessary for better presentation.

17.2  All figures have been rounded-off to the nearest thousand rupees, unless otherwise stated.

Muhammad Faheem Rehan Rahman Asim Shabbir Patka
Chief Financial Officer Chief Executive Officer Director
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