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Feroze1888 Mills Limited

DIRECTORS’ REPORT

The Directors of Feroze1888 Mills Limited (‘the Company) are pleased to present the performance review and the un-
audited Financial Statements along with auditors’ review report thereon for the half year ended 31 December 2019.

ECONOMIC OUTLOOK

Policy steps taken over the last two years continue to lead to improvement in the macros as the economy is showing
signs of recovery in shape of decline in Current Account deficit, better FX reserves position and stable exchange rate.
Although, GDP growth is likely to remain subdued at about 2.6% in FY2020, it is anticipated to improve around 3.6% in
FY2021 and 4.2% in FY2022 driven by gradual recovery in manufacturing and agriculture sectors amid expected decline
in interest rate, low base effect, and pick-up in development spending.

During CY20, inflation is projected to remain elevated mainly in the first half of CY20, driven by upward adjustments in
utility prices and second round impact on food prices. However, inflation is estimated to fall sharply in second half of the
year. As a consequence, interest rates are expected to fall by around 200bps in CY20, with the major decline projected to
take place in second half of the year. Current Account Deficit (CAD) narrowed to USD 13.8 billion in FY2019 from USD
19.9 billion in FY2018. Continuing this trend, CAD has dropped massively and for 1HFY2020 has clocked-in at USD 2.2
billion versus USD 8.6 billion for the same period last year. CAD is expected to remain at manageable level of USD 5.3
billion for FY2020. Foreign exchange reserves of SBP improved from USD 7.3 billion at CY18 end to around USD 11 billion
at CY19 end on account of start of IMF loan program and resumption of flows from multilateral agencies such as ADB &
World Bank. In addition to this, the government has been able to attract sizable foreign portfolio investment in local
government securities. FX reserves are expected to remain elevated due to the planned issuance of International Bonds
in the first half of CY20.

INDUSTRY OVERVIEW

First five months of current fiscal year 2019-20 were more encouraging as textile shipments to overseas markets
grew 4.68% to $5.76 billion compared to the same period of the preceding year. On the other hand, investment in
the textile sector for replacing and installing new imported machinery increased by 17% to $480 million in the period
under review against $453 million in the same period of 2018. According to statistics, the industry is eyeing an export
target of $13.3 billion for FY20 with projected investment of S1 billion. The readymade garment sub-sector is
expected to take the lead in overseas shipments.

Alarmingly, cotton arrivals as of December 15, 2019 dropped to 7.86 million bales against 9.96 million bales at the
same time last year. The drop in production of cotton — a key raw material for textile mills — is likely to cause its
shortage and force the textile sector to increase cotton imports. The industry needs at least 15 million cotton bales
in a year to meet its requirements. The industry has also lost its zero-rated status, along with four other major export
sectors, in the 2019-20 budget and is required to pay sales tax from the current fiscal year, which has built-up
liquidity pressure on the industry. However, the textile industry of Pakistan had high hopes for the announcement of
a handful of favorable measures in Textile Policy 2020-25 by the government amid regionally competitive energy
pricing fixed for five years, prompt sales tax refund system or restoration of zero-rating regime.

FINANCIAL PERFORMANCE OVERVIEW

During the half year ended under review, the Company’s net sales revenue increased to Rs. 16,172 million with a growth
of 24.64% over the corresponding period last year. On the other hand cost of sales and administrative expenses also
increased proportionately to Rs. 12,036 million and Rs.588 million respectively in comparison with corresponding period
of last year. Profit before tax is Rs. 1,831 million i.e. 22.13% lower than corresponding period last year and profit after
tax is Rs. 1,654 million i.e. 26.77 % lower than corresponding period last year. The dip in profit is due to the immediate
impact of the sharp rupee appreciation via-a-vis USS$ since June 30, 2019 on export proceeds realization. The foreign
exchange gain accrued in corresponding period of last year has now turned into exchange loss during the current half
year. Another reason of decrease in profit is the withdrawal of tax credit under section 65B.

For the Half year ended December 31, 2019 | 3



Feroze1888 Mills Limited

DIVIDEND AND APPROPRIATION

Considering Company’s performance the Board of Directors has recommended, a dividend of Rs. 1.75 per share for the
half year ended 31 December 2019.

LOOKING AHEAD

As we move forward to capture the new and emerging opportunities in our existing and new markets, it shall be our
endeavor to expand our outreach, across our stakeholders, even more effectively and sustainably. Our industry-leading
performance, led by our deep understanding of the consumer needs and aspirations, along with our innovation-led
strategy, the quality edge of our products, as well as the state-of-the-art systems and processes at our manufacturing
facilities, will continue to propel growth for the Company. This, in turn, will cascade into bigger positive impact on our
stakeholders, thus translating into greater progress for all of us.

ACKNOWLEDGEMENT AND APPRECIATION

We acknowledge and appreciate the efforts of the employees and valuable support of our customers, financial
institutions, shareholders and members of the board of directors. At Feroze1888, our strategic and enduring relationship
with the customers is our asset. We are proud of our commitment to excellence in product safety, quality and providing
value added solutions to our customers to grow our business and sustain customer confidence.

For and on behalf of the Board of Directors

Rehan Rahman Huma Pasha
Chief Executive Officer Director
Karachi

Date: 26 February 2019
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EY Ford Rhodes UAN: +9221 111 11 32 37 (EYFR)
Chartered Accountants Tel: +9221 3565 0007-11

Progressive Plaza, Beaumont Road Fax; +9221 3568 1965
iena P.O. Box 15541, Karachi 75530 ey.khi@pk.ey.com
Building a better Pakistan ey.com/pk

working world

INDEPENDENT AUDITOR'S REVIEW REPORT
TO THE MEMBERS OF FEROZE1888 MILLS LIMITED

REPORT ON REVIEW OF CONDENSED INTERIM FINANCIAL STATEMENTS

Introduction

We have reviewed the accompanying condensed interim statement of financial position of Feroze1888
Mills Limited (the Company) as at December 31, 2019 and the related condensed interim statement of
profit or loss, condensed interim statement of comprehensive income, condensed interim statement of
changes in equity, and condensed interim statement of cash flows, and notes to the financial statements
for the six-month period then ended (here-in-after referred to as the “condensed interim financial
statements™). Management is responsible for the preparation and presentation of these condensed
interim financial statements in accordance with accounting and reporting standards as applicable in
Pakistan for interim financial reporting. Our responsibility is to express a conclusion on these condensed
interim financial statements based on our review. The figures of condensed interim statement of profit
or loss and condensed interim statement of comprehensive income for the three-month period ended
31 December 2019 and 2018 have not been reviewed, as we are required to review only the cumulative
figures for the six-month period ended 31 December 2019.

Scope.of Review

We conducted our review in accordance with International Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity”. A review
of interim financial statements consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with International Standards on
Auditing and consequently does not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion,

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
condensed interim financial statements are not prepared, in all material respects, in accordance with
accounting and reporting standards as applicable in Pakistan for interim financial reporting.

The engagement partner on the audit resulting in this independent auditor's review report is Mr. Shaikh
Salman.

Frhaka o

Chartered Accountants
Place: Karachi
Date: 27 February 2020

A member firm of Emst & Young Global Limited For the Half year ended December 31, 2019 | 7




Feroze1888 Mills Limited

Condensed Interim Statement of Financial Position
As at December 31, 2019

Un-audited Audited
December 31, June 30,
2019 2019
Note = —--eeee- (Rupees in '000) --------
ASSETS
Non current assets
Property, plant and equipment 5 15,800,373 13,458,882
Intangible assets 28,239 1,852
Long term investments 6 - 186,153
Long term deposits 16,380 16,380
15,844,992 13,663,267
Current assets
Stores and spares 1,064,187 908,514
Stock in trade 7 9,143,336 6,411,087
Trade debts - considered good 7,205,636 7,629,994
Advances, deposits, prepayments and other receivables 8 2,944,488 1,604,581
Taxation - net 448,750 482,195
Cash and bank balances 497,677 3,267,698
21,304,074 20,304,069
Total assets 37,149,066 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/- each 4,000,000 4,000,000
Issued, subscribed and paid-up capital 3,768,009 3,768,009
Reserves 16,726,914 16,335,440
20,494,923 20,103,449
Liabilities
Non-current liabilities
Deferred liability 198,717 143,494
Lease liabilities 242,592 -
Long term financing 9 3,289,647 1,991,546
3,730,956 2,135,040
Current liabilities
Trade and other payables 10 5,020,948 4,910,688
Short term borrowings 11 7,206,197 6,490,000
Accrued mark-up 62,763 50,898
Current portion of lease liabilities 115,326 -
Current portion of long term financing 424,213 275,388
Unclaimed dividend 1,659 1,873
Unpaid dividend 92,081 -
12,923,187 11,728,847
CONTINGENCIES AND COMMITMENTS 12
Total equity and liabilities 37,149,066 33,967,336
The annexed notes 1 to 21 form an integral part of these condensed interim financial statements.
Muhammad Faheem Rehan Rahman Huma Pasha

Chief Financial Officer Chief Executive Officer Director

For the Half year ended December 31, 2019 | 8



Feroze1888 Mills Limited

Condensed Interim Statement of Profit or Loss (Un-audited)
For the Half year ended December 31, 2019

Half year Ended Quarter Ended
December 31, December 31, December 31, December 31,
2019 2018 2019 2018
Note (Rupees in '000)
Sales — net 16,172,485 12,975,716 8,522,158 6,861,038
Cost of sales 13 (12,036,829) (9,780,160) (6,445,560) (5,037,292)
Gross profit 4,135,656 3,195,556 2,076,598 1,823,746
Administrative cost (588,405) (509,307) (293,798) (250,879)
Distribution cost (1,106,996) (899,918) (587,612) (511,453)
Other expenses 14 (551,085) (142,176) (132,993) (95,382)
(2,246,486) (1,551,401) (1,014,403) (857,714)
1,889,170 1,644,155 1,062,195 966,032
Other income 15 94,929 776,344 27,968 630,984
Operating profit 1,984,099 2,420,499 1,090,163 1,597,016
Finance cost (152,962) (69,098) (93,964) (40,883)
Profit before taxation 1,831,137 2,351,401 996,199 1,556,133
Taxation (177,380) (93,004) (86,358) (44,513)
Profit after taxation 1,653,757 2,258,397 909,841 1,511,620
Earning per share basic & diluted (Rupees) 4.39 5.99 241 4.01

The annexed notes 1 to 21 form an integral part of these condensed interim financial statements.

Muhammad Faheem Rehan Rahman Huma Pasha
Chief Financial Officer Chief Executive Officer Director
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Feroze1888 Mills Limited

Condensed Interim Statement of Comprehensive Income (Un-audited)
For the Half year ended December 31, 2019

Half year Ended Quarter Ended

December 31, December 31, December 31, December 31,
2019 2018 2019 2018

(Rupees in '000)

Profit after taxation 1,653,757 2,258,397 909,841 1,511,620

Other comprehensive income - -

Total comprehensive income for the period 1,653,757 2,258,397 909,841 1,511,620

The annexed notes 1 to 21 form an integral part of these condensed interim financial statements.

Muhammad Faheem Rehan Rahman Huma Pasha
Chief Financial Officer Chief Executive Officer Director

For the Half year ended December 31, 2019 | 10



Feroze1888 Mills Limited

Condensed Interim Statement of Changes in Equity (Un-audited)
For the Half year ended December 31, 2019

Balance as at June 30, 2018
(Audited)

Final cash dividend for the year
ended June 30, 2018 @ Rs.2.45
per share

Net profit for the period
Other comprehensive income
for the period

Total comprehensive income
for the period ended December
31, 2018

Balance as at December 31, 2018

Balance as at June 30, 2019
(Audited)

Final cash dividend for the year
ended June 30, 2019 @ Rs.3.35
per share

Net profit for the period
Other comprehensive income
for the period

Total comprehensive income
for the period ended December
31,2019

Balance as at December 31, 2019

Reserves
Capital Revenue
Share Rse\:alluatlc:‘ln Total
capital Merger Share ur: :‘:to Accumulated Total equity
reserve | premium gla:t an‘z profit
equipment
(Rupees '000)
3,768,009 543,413 215,250 1,499,008 10,141,524 12,399,195 16,167,204
- - - - (923,162)  (923,162) (923,162)
- - - - 2,258,397 2,258,397 2,258,397
- - - - 2,258,397 2,258,397 2,258,397
3,768,009 543,413 215,250 1,499,008 11,476,759 13,734,430 17,502,439
3,768,009 543,413 215,250 1,499,008 14,077,769 16,335,440 20,103,449
= - = - (1,262,283) (1,262,283) (1,262,283)
- - - - 1,653,757 1,653,757 1,653,757
- - - - 1,653,757 1,653,757 1,653,757
3,768,009 543,413 215,250 1,499,008 14,469,243 16,726,914 20,494,923

The annexed notes 1 to 21 form an integral part of these condensed interim financial statements.

Muhammad Faheem
Chief Financial Officer

Rehan Rahman
Chief Executive Officer

Huma Pasha
Director
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Feroze1888 Mills Limited

Condensed Interim Statement of Cash Flows (Un-audited)

For the Half year ended December 31, 2019

CASH FLOW FROM OPERATING ACTIVITIES

Profit before taxation

Adjustment for:
Depreciation on:
- Operating fixed assets
- Right of use assets
Amortization
Write-off of property, plant and equipment
Finance cost of:
- Lease liabilities
- Others
Deferred liability
Interest income
Dividend Income
Loss on disposal of property, plant and equipment - net

(Increase) / decrease in current asset

Stores and spares

Stock in trade

Trade debt

Advances, deposits, prepayments and other receivables

Increase in current liability
Trade and other payables
Net cash used in operations

Finance cost paid

Income tax paid

Deferred liability paid

Long term deposits

Net cash used in operating activities

CASH FLOW FROM INVESTING ACTIVITIES

Fixed capital expenditure

Proceeds from disposal of operating fixed assets
Interest income received

Dividend Income received

Net cash used in investing activities

CASH FLOW FROM FINANCING ACTIVITIES

Dividend paid

Lease rental paid

Short term borrowings — net

Long term finance - net

Net cash generated from financing activities

Net (decrease) / increase in cash and cash equivalent

Cash and cash equivalent at beginning of the period

Cash and cash equivalent at end of the period

December 31,

December 31,

2019 2018
--------------- (Rupees in '000)---------------

1,831,137 2,351,401
565,359 429,405
67,276 -
259 236
13,218 -
26,030 -
126,932 69,098
55,840 -
(38,952) -
(55,977) -
31,721 3,427
791,706 502,166
(155,673) 6,565
(2,732,249) (3,249,793)
424,358 (984,549)
(1,153,868) (745,920)
(3,617,432) (4,973,697)
110,260 699,404
(884,329) (1,420,727)
(115,065) (50,660)
(143,935) (81,860)
(617) -
- (687)
(1,143,946) (1,553,933)
(2,692,485) (1,112,733)
53,014 28,431
39,008 -
56,033 -
(2,544,430) (1,084,302)
(1,170,416) (922,094)
(74,352) -
716,197 3,487,679
1,446,926 243,796
918,355 2,809,382
(2,770,021) 171,147
3,267,698 203,364
497,677 374,511

The annexed notes 1 to 21 form an integral part of these condensed interim financial statements.

Muhammad Faheem Rehan Rahman Huma Pasha
Chief Financial Officer Chief Executive Officer Director
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Feroze1888 Mills Limited

Notes to the Condensed Interim Financial Statements (Un-audited)
For the Half year ended December 31, 2019

2.1

2.2

2.3

3.1

THE COMPANY AND ITS OPERATIONS

Feroze1888 Mills Limited (the Company) was incorporated in Pakistan as a Public Limited Company in October 1972 .
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

These condensed interim financial statements have been prepared in accordance with the accounting and reporting
standards as applicable in Pakistan for interim financial reporting. The accounting and reporting standards as
applicable in Pakistan for interim financial reporting 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 1AS 34,
the provisions of and directives issued under the Companies Act, 2017 have been followed.

These condensed interim financial statements do not include all the information and disclosures required in annual
financial statements and should be read in conjunction with the annual audited financial statements of the Company
for the year ended June 30, 2019. These condensed interim financial statements are unaudited, however have been
subject to limited scope review by the auditors, and are being submitted to the shareholders as required by the
Listed Companies (Code of Corporate Governance) Regulations, 2019 and Section 237 of the Companies Act, 2017.

The figures of the condensed interim statement of profit or loss and condensed interim statement of comprehensive
income for the quarters ended December 31, 2019 and December 31, 2018 and notes forming part thereof have not
been reviewed by the auditors of the Company, as they have reviewed the cumulative figures for the half year ended
December 31, 2019 and December 31, 2018.

ACCOUNTING POLICIES

The accounting policies and the methods of computation used in the preparation of these condensed interim
financial statements are the same as those applied in the preparation of the Company's annual audited financial
statements for the year ended June 30, 2019 except as disclosed below;

New / Revised Standards, Amendments, Interpretation and Improvements

The Company has adopted the following accounting standards, amendments and interpretation of IFRSs and the
improvements to accounting standards which became effective for the current period:

Standards, amendments and Interpretation

IFRS 16 - Leases

IFRIC 23 - Uncertainty over income tax treatments

IFRS 9 - Prepayment Features with Negative Compensation (Amendments)
IAS 28 - Long-term Interests in Associates and Joint Ventures (Amendments)
IAS 19 - Plan Amendment, Curtailment or Settlement (Amendments)

For the Half year ended December 31, 2019 | 13



3.2

Feroze1888 Mills Limited

Improvements to Accounting Standards Issued by the IASB in December 2017

IFRS 3 - Business Combinations - Previously held Interests in a joint operation

IFRS 11 - Joint Arrangements - Previously held Interests in a joint operation

IAS 12 - Income Taxes - Income tax consequences of payments on financial instruments classified as equity
IAS 23 - Borrowing Costs - Borrowing costs eligible for capitalization

The adoption of the above standards, amendments, interpretation and improvements did not have any effect on the
accounting policies of the Company except for IFRS 16. The impact of adoption of IFRS 16 is explained in note 3.2 to
these condensed interim financial statements.

Impact of adoption of IFRS 16 — Leases

IFRS 16 supersedes IAS 17 'Leases', 'IFRIC 4' Determining whether an Arrangement contains a Lease, 'SIC-15'
Operating Leases Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of a Lease.
IFRS 16 sets out the principles for the recognition, measurement, presentation and disclosure of leases. Under IFRS
16, distinction between operating and finance leases has been removed and all lease contracts, with limited
exceptions and will be recognized in statement of financial position by way of right-of-use assets along with their
corresponding lease liabilities.

Lease obligations of the Company comprises of lease arrangements giving it the right-of-use over premises utilized as
office building, mill and production plants.

The Company adopted IFRS 16 with effect from July 1, 2019 using the modified retrospective method. Under this
method, the standard is applied retrospectively with the cumulative effect of initially applying the standard
recognised at the date of initial application with no restatement of comparative information. The Company elected
to use the transition practical expedient allowing the Company to use a single discount rate to a portfolio of leases
with the similar characteristics.

The right-of-use assets were recognized based on the amount equal to lease liabilities, adjusted for any related
prepaid lease payments previously recognized. Lease liabilities were recognized based on the present value of the
remaining lease payments, discounted using the incremental borrowing rate at the date of initial application. The
Company did not have any sub-lease or finance leases as on July 1, 2019.

The lease liabilities as at July 01, 2019 can be reconciled to the operating lease commitments as of June 30, 2019 as
follows:
(Rupees in '000)

Operating lease commitments as at June 30, 2019 495,653
Impact of discounting (89,413)
Prepayments (32,423)
Lease liabilities at July 01, 2019 373,817
Weighted average incremental borrowing rate as at July 01, 2019 14.47%

The impact of adoption of IFRS 16 as at July 01, 2019 [increase/ (decrease)] is as follows:
(Rupees in '000)

Assets

Property, plant and equipment 406,240
Prepayments (32,423)
Total assets 373,817
Liabilities

Lease liabilities 291,594
Current portion of lease liabilities 82,223

373,817
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Feroze1888 Mills Limited

The impact of adoption of IFRS 16 for the period ended December 31, 2019 is as follows:

Condensed interim statement of profit and loss

Depreciation charge on right-of-use assets

Interest expense on lease liabilities

Amendment to accounting and reporting standards that are not yet effective

67,276

26,030

The following amendment to the accounting and reporting standards as applicable in Pakistan are relevant to the
Company and would be effective from the date mentioned below:

IAS1 / IAS 8 Definition of Material

ACCOUNTING ESTIMATES AND JUDGMENTS

Effective date (annual periods
beginning on or after)

January 01,2020

The preparation of these condensed interim financial statements is in conformity with the approved accounting
standards which requires the use of certain critical accounting estimates. It also requires management to
exercise its judgment in the process of applying the Company’s accounting policies. Estimates and judgments are
continually evaluated and are based on historical experience and other factors, including expectation of future
events that are believed to be reasonable under the circumstances. However, actual results may differ from

these estimates.

During the preparation of these condensed interim financial statements, the significant judgments made by
management in applying Company’s accounting policies and the key sources of estimation uncertainty were the
same as those that were applied to the audited annual financial statements for the year ended June 30, 2019,

except as disclosed otherwise.

PROPERTY, PLANT AND EQUIPMENT

Operating fixed assets
Capital work-in-progress
Right of use asset

Operating fixed assets

Balance at the beginning of the period / year
Addition during the period /
year

Disposals during the period / year - net book value
(NBV)

Write-off during the period (NBV)

Depreciation charged during the period / year

Balance at the end of the period / year

Note

5.1
5.2

5.1.1

5.1.1

(Un-audited)

(Audited)

December 31,
2019

June 30, 2019

12,648,387 11,388,151
2,813,022 2,070,731
338,964 -
15,800,373 13,458,882
11,388,151 8,939,671
1,923,634 3,469,875
13,311,785 12,409,546
(84,735) (88,300)
(13,218) -
(565,445) (933,095)
(663,398) (1,021,395)
12,648,387 11,388,151
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5.1.1 Details of addition and disposal are as follows:

Additions (Cost) Disposal (NBV)
(Un-audited) (Audited) (Un-audited) (Audited)
Decezr:;g;r 31, June 30, 2019 Decezrgtl);r 31, Ju;:l.’éo,
Rupees in '000

Land - Leasehold - 949 - -
Building on leasehold land 808,857 1,079,894 - -
Leasehold improvement - 9,011 - -
Plant and machinery 1,079,440 2,166,202 (70,192) (61,205)
Electric fittings / equipment 8,902 151,230 - -
Office equipment 5,790 17,711 (712) (109)
Computers 11,187 15,275 (918) (1)
Furniture and fixtures 1,280 5,582 (594) (53)
Vehicles 8,178 24,021 (12,319) (26,932)
1,923,634 3,469,875 (84,735) (88,300)

5.1.2  pepreciation on operating fixed assets for the period amounted to Rs. 565.45 million (December 31, 2018: Rs. 429.41

million).
(Un-audited) (Audited)
December 31, June 30,
2019 2019
5.2 Capital work-in-progress e Rupees in '000 ------------
Balance at the beginning of the period / year 1,776,058 1,727,930
Addition during the period / year
Building on leasehold land 429,653 1,180,931
Plant and machinery 1,551,972 1,942,313
Computers - 5,408
Furniture and fixtures 2,341 3,457
Equipment 75,946 194,284
Leasehold improvement - 28,023
2,059,912 3,354,417
3,835,970 5,082,347
Transferred to Operating fixed assets
Building on leasehold land (808,857) (1,079,416)
Plant and machinery (1,026,291) (1,967,151)
Computers - (5,408)
Furniture and fixtures - (3,752)
Equipment - (159,498)
Leasehold improvements - (9,011)
(1,835,147) (3,224,237)
Adjustments - (82,052)
2,000,822 1,776,058
Fixed assets in transit and stand-by equipment 812,200 294,673
Balance at the end of the period / year 2,813,022 2,070,731
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Feroze1888 Mills Limited

LONG TERM INVESTMENTS

The shareholders of the Company through a special resolution in the annual general meeting held on October 27,
2018, approved the voluntary winding up of its subsidiary, Xublimity (Private) Limited. All the relevant legal formalities
and filing requirements under the Companies Act, 2017 were fulfilled on March 29, 2018 and the same were
acknowledged and registered by SECP through its letter dated April 18, 2019. Consequently, the subsidiary company
stood dissolved on July 17, 2019 i.e. after a period of 90 days of aforesaid letter.

Includes Sales Tax Refund Bonds issued by the Federal Board of Revenue amounting to Nil (June 30, 2019: Rs. 186.15
million).

(Un-audited) (Audited)
December 31,
2019 June 30, 2019
STOCK-IN-TRADE Note ~  —meeeeeeeee- Rupees in '000 ------------
Raw material 5,031,145 2,982,549
Work-in-progress 2,450,535 2,330,145
Finished goods 7.1 1,661,656 1,098,393
9,143,336 6,411,087

Includes finished goods costing Rs. 505.21 million (June 30, 2019: Rs. 352.86 million) written down to NRV amounting
to Rs. 370.19 million (June 30, 2019: Rs.261.96 million).

(Un-audited) (Audited)
December 31, June 30, 2019
2019
ADVANCES, DEPOSITS, PREPAYMENTS AND Note ~  =ememeeeee- Rupees in '000 ------------
OTHER RECEIVABLES
Advances
- suppliers 357,600 145,802
- employees 352 465
357,952 146,267
Deposits 39,756 46,268
Prepayments 76,793 161,378
Other receivables
Sales tax refundable 1,283,830 181,568
Export rebate / duty drawback 612,110 501,959
Due from Government 538,029 507,931
Others 36,018 59,210
2,469,987 1,250,668
2,944,488 1,604,581
LONG TERM FINANCING
Long term financing facilities (LTFF) 9.1 3,713,860 2,266,934
Current portion (424,213) (275,388)
3,289,647 1,991,546
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9.1 During the period, the Company made further draw downs on its existing long term finance facilities (LTFF) from
various commercial banks amounting to Rs. 1,560.50 million for the import of plant and machinery. These carry mark-
up at the rates ranging from State Bank of Pakistan (SBP) LTFF rate plus 0.5% to 1% (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 to six years through semi-annual and quarterly installments after a grace period of one
year. The unutilized portion of these facilities is Rs. 1,123.42 million (June 30, 2019: Rs. 1,571 million).

(Un-audited) (Audited)
December 31,
2019 June 30, 2019
10 TRADE AND OTHER PAYABLES 1A 1 -2 — Rupees in R0 ] e———
Creditors 1,479,828 1,545,488
Accrued liabilities 10.1 3,338,941 2,966,013
Workers' profits participation fund 83,330 300,626
Workers' welfare fund 12,822 22,706
Advance from customers 26,911 10,625
Payable to provident fund 22,856 19,297
Others 56,260 45,933
5,020,948 4,910,688
10.1 Includes Gas Infrastructure Development Cess amounting to Rs. 1,399.13 million (June 30, 2019: 1,263.55 million).

11 SHORT TERM BORROWINGS

During the period, the Company obtained a new Export Refinance Facility from a commercial bank. This carries
markup at SBP rate plus 1% per annum and is secured against first Pari Passu charge on all present and future current
assets of the Company. The portion of the facility utilized during the period amounted to Rs. 416 million and is
renewable/repayable within a maximum validity of 180 days.

During the period, the Company obtained a new FE25 facility from a commercial bank. This carries markup at 2.70%
per annum. The portion of facility utilized during the period amounts to Rs. 300.20 million and is repayable on
demand within a maximum validity of 180 days.

12 CONTINGENCIES AND COMMITMENTS

12.1  Contingencies

No contingencies exist as at the reporting date.

(Un-audited) (Audited)
December 31, June 30, 2019
2019
12.2  Commitments Note = —-meeme- Rupees in '000 ------------
Outstanding letter of credit 1,624,283 1,193,693
Outstanding letter of 1,142,373 975,308
guarantee
Capital expenditure 1,497,193 1,235,205
Post dated cheques 12.2.1 2,728,854 2,366,618

12.2.1 This represents the post dated cheques issued to Custom Authorities in respect of duties on imported items.
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(Un-audited) (Un-audited)
Half year Ended Quarter Ended
December 31, December December 31, December 31,
2019 31, 2018 2019 2018
13 COST OF SALES Note Rupees in '000
Opening stock of finished goods 1,098,393 846,471 1,369,523 903,363
Add: Cost of goods manufactured 13.1 12,600,092 10,100,765 6,737,693 5,301,005
13,698,485 10,947,236 8,107,216 6,204,368
Less: Closing stock of finished goods (1,661,656) (1,167,075) (1,661,656) (1,167,075)
12,036,829 9,780,160 6,445,560 5,037,292
13.1  Cost of goods manufactured
Raw material consumed 13.1.1 7,086,774 6,198,961 3,662,258 3,274,110
Stores and spares consumed 1,815,289 1,367,039 1,036,125 747,156
Salaries, wages and other 13.1.2 1,913,133 1,519,954 989,271 724,969
benefits
Fuel, power and water 1,179,998 922,230 597,029 473,906
Insurance expense 26,643 13,794 18,617 7,487
Repair and maintenance 38,825 30,272 23,991 18,222
Vehicle running expenses 8,378 10,062 4,508 6,305
Communication and transportation 41,816 33,147 20,890 19,076
Rent 127 56,346 127 28,664
Depreciation 576,306 385,572 289,697 197,445
Amortization 259 236 123 118
Entertainment 1,561 1,096 751 530
Quality control and inspection 24,900 16,697 15,187 8,019
Other manufacturing expenses 6,472 2,244 5,484 1,257
12,720,482 10,557,649 6,664,058 5,507,265
Opening work-in-process 2,330,145 1,470,271 2,524,170 1,720,894
Closing work-in-process (2,450,535) (1,927,155) (2,450,535) (1,927,155)
12,600,092 10,100,765 6,737,693 5,301,005
13'1' Raw material consumed
Opening stock 2,982,549 1,575,528 4,959,959 3,383,593
Purchases during the period 9,135,370 8,671,266 3,733,444 3,938,349
12,117,919 10,246,794 8,693,403 7,321,942
Less: closing stock (5,031,145) (4,047,833) (5,031,145) (4,047,833)
7,086,774 6,198,961 3,662,258 3,274,110

13.1.2 This includes an amount of Rs. 40.23 million (December 31, 2018: Rs. 33.92 million) in respect of staff provident fund
and Rs. 55.84 million in respect of staff gratuity expense (December 31, 2018: Rs. Nil).
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(Un-audited) (Un-audited)
Half year Ended Quarter Ended
December December December December
31, 2019 31, 2018 31, 2019 31,2018
OTHER EXPENSES Note Rupees in '000
Loss on disposal of operating fixed
31,721 3,427 31,451 5,506
asset - net
Pr(?perty, plant and equipment - 13,218 - 13,218 -
writeoff
Workers' profit participation fund 83,330 112,920 45,830 70,784
Workers' welfare fund 12,837 10,381 6,762 5,489
Donations 14.1 3,842 10,895 3,342 9,613
Auditors' remuneration 5,417 4,553 4,359 3,991
Exchange differences on realization
. 400,720 - 22,733 -
of export receivables
Reversal of markup accrued - - 5,298 -
551,085 142,176 132,993 95,382

This includes donations of Rs. 1.54 million (December 31, 2018 Rs. 7.02 million) paid to Indus Hospital and Rs. Nil
(December 31, 2018 Rs. 0.76 million) paid to Citizen police liaison committee in which directors have interests.

(Un-audited) (Un-audited)
Half year Ended Quarter Ended
December December December December
31, 2019 31,2018 31, 2019 31,2018

OTHER INCOME Rupees in '000
Exchange differences on realization - 776,344 - 630,984
of export receivables
Interest income 38,952 - 9,454 -
Dividend income 55,977 - 18,514 -

94,929 776,344 27,968 630,984

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 period,
other than those which have been disclosed elsewhere in these condensed interim financial statements are as
follows:

(Un-audited) (Un-audited)
Half year Ended Quarter Ended
December December December December
31, 2019 31, 2018 31, 2019 31, 2018

Nature of transaction Note Rupees in '000

Transactions with associates

Sale of goods 702,690 670,902 406,491 283,499
Purchases 2,879 2,075 1,930 1,099
Marketing Fee 627,338 525,805 325,499 216,307
Disposal of fixed asset 16.1 6,383 - - -
Lease rental paid 59,933 57,079 29,966 28,482
Donation 1,542 7,023 1,542 5,815
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(Un-audited)

(Un-audited)

Half year Ended

Quarter Ended

December 31,

December 31,

December 31, December 31,

2019 2018 2019 2018
Transaction with directors Rupees in '000
Meeting fee 6,120 2,640 1,920 1,730
Transaction with key management
personnel
Remuneration paid 27,653 24,923 13,608 9,169
Post-employment benefits 1,631 1,449 816 590
Transaction with other related party
Contribution to staff provident fund 63,483 9,402 31,329 4,352

These fixed assets sold to a related party carried at NBV of Rs. 4.79 million.
FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company’s activities expose it to a variety of financial risks. These condensed interim financial statements do not
include all financial risk management information and disclosures which are required 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. There have been no change in any risk management policies since the year end.

FAIR VALUE OF ASSETS AND LIABILITIES
There were no transfers amongst level of fair value analysis of financial assets and liabilities during the period.
OPERATING SEGMENTS

- These condensed interim financial statements have been prepared on the basis of a single reportable segment.

- Revenue from export sales represents 99% (December 31, 2018: 99%) of the total gross revenue of the Company.

- All non-current assets of the Company as at December 30, 2019 and 2018 are located in Pakistan.

- Sales made by the Company to its two major customers during the period constituted 52% (December 31, 2018:
59%) of total sales.

DATE OF AUTHORISATION FOR ISSUE

These condensed interim financial statements were authorised for issue on February 26, 2020 by the Board of
Directors of the Company.

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

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

The Board of Directors in its meeting held on February 26, 2020 has proposed interim cash dividend @ Rs. 1.75 per
share amounting to Rs. 659.40 million (2018: Rs.3 per share amounting to Rs.1,130.40 million). These condensed
interim financial statements for the period ended December 31, 2019 do not include the effect of the above interim
cash dividend which will be accounted for as a subsequent event.

Rehan Rahman Huma Pasha

Chief Executive Officer

Muhammad Faheem

Chief Financial Officer Director
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