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Directors’ Review

The directors of the company are pleased to present the unaudited financial results of the company for
the half year ended June 30, 2019.

Summary of Business Review:

During the period the company delivered a strong topline and bottom-line growth. Notable progress in
company’s flagship brand Capri has resulted in an overall growth of 34% in GSV and NSV as we also
celebrate its 50" Anniversary. Building up on the “Unlocking Growth Potential” strategy we have
continued to direct our efforts towards improving sales productivity, brand visibility, and effective
consumer & trade promotions.

Although government aims to improve ease of doing business in the longer term, however challenges
have been present during the period as the introduction of economic reforms by the current
government has added to the decline of PKR against the USD and inflationary wave has been
prevailing within the country. This has had a dual impact i.e. higher cost of production and weakening
of consumer’'s purchasing power. Though vital to put the economy on track, these steps by the
government have faced minimal acceptance within the business community.

Despite depreciation of PKR, we have achieved gross margin of 31% on account of effective raw
material buying and prompt price change decisions.

Consistent efforts by management on controlling costs have resulted in dilution of fixed factory
overheads on higher production. Advertising expenses have been incurred as per the re-aligned
advertising strategy, while other marketing expenses have been incurred as per annual plan. As part
of 50" Anniversary Celebrations a special promotional SKU was launched and effectively
communicated to the consumers. Other selling and distribution expenses increased due to higher
sales activity and strengthening of our sales force management. A considerable increase in
administrative expenses is observed, mainly due to the celebration of Capri's 50™ Anniversary.

Financial performance during the first half has been outstanding as significant growth in profit after tax
is achieved compared to the same period last year.

Financial Position at Glance:
Six month period from January to June

2019 2018 Growth %
Gross Sales 1,498M 1,118M 34%
Net Sales 1,102M 823M 34%
Gross Profit 338M 220M 54%
Gross Profit % 30.7% 26.7% 395 bps
Profit/(Loss) after 35 5M 4.9M 625%

taxation
EPS 5.80 0.80 625%



Future Outlook:

During the current period PKR has depreciated against the USD with 11% decline only in the last
month of the current period, therefore risk of further depreciation cannot be ignored. Risk of further
depreciation of PKR against the USD coupled with higher inflationary trend will continue to amplify
high cost pressures and weakening of consumer’s ability to spend. Furthermore deadlock remains
attached to the agreement on economic reforms between the government and the business circle.
There are mainly two issues at hand, firstly vide Finance Act 2019, distributors are required to be
registered and compliant of Sales Tax and Income Tax laws and secondly traders are required to
share CNIC with distributors. As a result of current scenario sales volume could come under pressure
in the short run. For the smooth implementation of documentation and taxation measures, it is
suggested that the government should enforce these steps in a more professional manner.
Management of the company wishes that this matter shall be resolved amicably between the parties.
Sufficient measures in terms of pricing changes and product mix rationalization have already been
planned and to be implemented in the balance of the year and in spite of the above uncertainties, the
Company however has remained committed to drive business fundamentals and maintain its market
position during the first half of the financial year and is determined to achieve business goals for the
year 2019.

Acknowledgement

On behalf of the Board of Directors and employees of the company we would like to thank our
customers for their persistent trust and loyalty to our brands. Further we express our gratitude and
appreciation to all our valued distributors, dealers, bankers and all other stakeholders for the support
and confidence reposed in the Company. Lastly we also appreciate our employees for their relentless
dedication and immense contribution to the Company.

For and on behalf of the Board of Directors

Mubashir Hasan Ansari
Karachi: August 29, 2019 Director and CEO



INDEPENDENT AUDITORS’ REVIEW REPORT

To the members of ZIL Limited
Report on review of Interim Financial Information
Introduction

We have reviewed the accompanying condensed interim statement of financial position of ZIL Limited (“the
Company”) as at 30 June 2019 and the related condensed interim statement of profit or loss and other
comprehensive income, condensed interim statement of changes in equity, condensed interim cash flows
statement and notes to the condensed interim financial information for the six-months period then ended (here-
in-after referred to as the “interim financial information”).

Management is responsible for the preparation and presentation of this condensed interim financial information in
accordance with accounting and reporting standards as applicable in Pakistan for interim financial reporting. Our
responsibility is to express a conclusion on this condensed interim financial information based on our review.

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 condensed
interim financial information 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 as applicable in Pakistan 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 information is not prepared, in all material respects, in accordance with the
accounting and reporting standards as applicable in Pakistan for interim financial reporting.

Other matters

The figures of the condensed interim financial information for the quarter ended 30 June 2019, have not been
reviewed and we do not express a conclusion thereon.

The engagement partner on the engagement resulting in this independent auditors’ review report is Amyn Pirani.

Date: August 29, 2019 KPMG Taseer Hadi & Co.

Chartered Accountants
Karachi.



ZIL Limited

Condensed Interim Statement of Financial Position (Un-audited)

As at 30 June 2019

30 June 31 December

2019 2018
(Un-audited) (Audited)
Note (Rupees in '000)
ASSETS
NON-CURRENT ASSETS
Property, plant and equipment 6 772,009 713,945
Intangible assets 136 228
Long term deposits 5,442 5,442
Long term loans to employees 726 784
Total non-current assets 778,313 720,389
CURRENT ASSETS
Stores and spares 13,567 12,683
Stock-in-trade 7 212,596 186,932
Trade debts 8 61,971 46,188
Advances, prepayments and other receivables g 132,118 98,736
Cash and bank balances 10 60,001 43,599
Total current assets 480,253 388,138
TOTAL ASSETS 1,258,566 1,108,637
EQUITY AND LIABILTIES
EQUITY
Authorised capital
40,000,000 (31 December 2018: 40,000,000} ordinary shares of Rs. 10 each 400,000 400,000
Issued, subscribed and paid up capital 61,226 61,226
Capital reserve
Surplus on revaluation of property, plant and equipment - net of tax 369,253 382,962
Revenue reserves
General reserva 6,000 6,000
Un-appropriated profit 148,525 117,279
585,004 567,467
LIABILITIES
NON-CURRENT LIABILITIES
Deferred tax Liability 11 4,063 980
Deferred staff liabilities 101,679 98,5680
Liability against right of use assets and finance lease 51,531 4,515
CURRENT LIABILITIES
Current maturity of liability against right of use assets and finance lease 15,533 941
Trade and other payables 12 297,383 188,335
Contract liabilities - advance from customers 31,847 43,147
Short term borrowings 13 140,000 190,000
Taxation 30,348 13,538
Unclaimed Dividend 1,178 1,034
Total current liabilities 516,289 436,995
Contingencies and Commitments
TOTAL EQUITY AND LIABILITIES 1,258,566 1,108,637
14

The annexed notes from 1 to 20 form an intagral part of this condensed intarim financial information.

b

Chief Exegutive Officer
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ZIL Limited

Condensed Interim Profit and Loss Account (Un-audited)

For the three months and six months period ended 30 June 2019

Sales - net
Cost of sales
Gross profit

Selling and distribution expenses

Administrative expenses
Impairment loss on trade receivables

Other income
Cther charges

Finance cost
Profit before taxation

Taxation
Profit for the period

Earning per share - basic and diluted

Note

15

16

17

11

Six months period ended

Three months period ended

30 June
2019

30 June
2018

(Rupees in '000)

30 June
2019

30 June
2018

{Rupees in '000)

1,102,341 822,650 608,370 466,549
(764,169) (603,073) (421,386) (346,247)
338,172 219,677 186,984 120,302
(189,564) (154,161) (105,240) (85,173)
(84,440) (87,321) (37,616) (29,370)
{858) - {858) -

(274,862) (211,482) (143,714) (114,543)
63,310 8,085 43,270 5,769
1,678 4,367 1,023 982
(7,237) (1,886) (6,423) (1,663)
57,751 10,576 37,870 5,078
(10,902} (8,625) (5,359) (4,498)
46,849 2,051 32,511 579
(11,309) 2,821 (7,321) 3,268
35,540 4,872 25,190 3,847
(Rupees) (Rupees)
5.80 0.80 4.11 0.63

The annexed notes from 1 to 20 form an integral part of this condensed interim financial information.

PNEN

Chief Ekalcutive Officer
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ZIL Limited

Condensed Interim Statement of Comprehensive Income (Un-audited)
For the three months and six months period ended 30 June 2019

Profit for the period after taxation

Other comprehensive income
for the period

Total comprehensive income
for the period

Six months period ended

Three months period ended

30 June 30 June
2019 2018
{Rupees in '000)

35,540 4,872

30 June 30 June

2019 2018
{Rupees in '000)

25,190 3.847

35,540 4,872

25,190 3,847

The annexed notes from 1 to 20 form an integral part of this condensed interim financial information.

o
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Chief Ex utwe icer
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ZIL Limited

Condensed Interim Cash Flow Statement (Un-audited)
For the six months period ended 30 June 2019

Six months pariod ended
30 June 30 June
2019 2018
{Rupees in '000)

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation 46,849 2,051
Adjustments for:
Finance costs 10,902 8,625
Depreciation and amortisation 31,319 19,440
Provision against staff gratuity 7.099 5,956
Provision against other staff retirement benefits 1.164 1,362
Provision against obsolete stock in trade 6,339 -
Provision against doubtful debts 858 -
Return on bank deposits (45) (24)
Gain on disposal of operating fixed assets (68) (2,266)
57,568 32,983
104,417 35,044
Dacrease / (increase) in assets;
Stores and spares (884) 967
Stock-in-trade (32,003) 27,756
Trade debts (16,641) (14,275)
Loans to employeas (298) 1664)
Long term deposits . 8
Advances, prepayments and other receivables (1.884) 10,936
(51,710) 24,728
Increase / (decrease) in current liabilities:
Trade and other payables 108,637 (8,424)
Contract liabilities - advance from customers (11,300) {282)
150,044 50,896
Income tax paid (31.376) (17,762)
Staff gratuity paid (2,550) {12,700)
Other staff retirement benefits paid (2,614) (10,845)
Return received on bank deposits 45 24
Finance costs paid (10,491) {8,251)
(46,986) (49,534)
Net cash flows from cperating activities 103,058 1,462
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditure (22,857) (29,253)
Proceeds from disposal of operating fixed assets 4,927 8,680
Net cash flows from investing activities (17,930) {20,573}
CASH FLOWS FROM FINANCING ACTIVITIES
Dividend paid (9,040) (7,449
Lease rentals paid (9,686) -
Short term borrowings (50,000) 15,000
Net cash flows from financing activities (68,726) 7,651
Netincrease / (decrease) in cash and cash equivalents during the period 16,402 {11,560]
Cash and cash equivalents at beginning of the period 43,599 32,547
Cash and cash equivalents at end of the period 60,001 20,987
Cash and cash equivalents at end of the period comprises of:
- Cash and bank balances 60,001 21,829
- Short term borrewing - running finance - 842)
60,001 20,987

The annexed notes from 1 to 20 form an integral part of this condensed interim financial information.

Chlef Expcutive Officer




ZIL Limited

Condensed Interim Statement of Changes in Equity (Un-audited)
For the six months period ended 30 June 2019

Capital Reserve Resarves Total
Issued, Surplus on General Unappropriated
subscribed Revaluation raserve profit
and paid-up of assets -
capital net of tax
---- (Rupees in "000)

Balence as at 1 January 2018 61,226 192,954 6,000 91,737 351,917
Total comprehensive Income for the period
Profit after taxation - - - 4,872 4,872
Cash dividend for the year ended 31 December 2017

[Rs. 1,26 per share} - approved in annual general

maeeting held on 26 April 2018 . - - (7,664) (7,654)
Effect of change in future tax rate - - 1,408 1,408
Reversal of deferred tax liability recorded on

revaluation of property, plant and equipment -

{on sale of plant and machinery) - 431 - 431
Transterred from surplus on revaluation of

property, plant and equipment - {on sale of

plant and machinery) - (1,435) - 1,436 =
Transferred from surplus on revaluation of

property, plant and equipment - net of tax

(incremental depreciation) s (3,388) - 3,399 -
Balance as at 30 June 2018 61,226 188,551 6,000 95,197 350,974
Balance as at 1 January 2019 61,226 382,962 6,000 117,278 567,467
Total comprehensive income for the period
Profit atter taxation - - - 35,540 35.540
Cash dividend for the year ended 31 December 2018
{Rs. 1.5 per share) - approved in annual general
meeting held on 29 April 2018. . - - (9,184) (9,184)
Effect of change In future tax rate - {8,819} = - (8.,819)
Transferred from surplus on revaluation of - (4,890) - 4,890
property, plant and equipmeant - net of tax
lincremental depreciation)
Balance ss at 30 June 2019 61,226 369,253 6,000 148,525 585,004

The annexed rotes from 1 to 20 form an integral part of this condensed interim financial information.
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ZIL Limited

Notes to the Condensed Interim Financial Information (Un-audited)
For the six months period ended 30 June 2019

2

2.2

2.3

2.4

2.5

2.6

e

STATUS AND NATURE OF BUSINESS

ZIL Limited (“the Company”) was incorporated as a private limited company in February 1960 under the
Companies Act, 1913 (now the Companies Act, 2017) and was subsequently converted into a public limited
company in November 1986. Its shares are listed on the Pakistan Stock Exchange Limited. The principal activity
of the Company is manufacture and sale of home and personal care products. The registered office of the
company is situated at Ground Floor, Bahria Complex IIl, M.T. Khan Road, Karachi.

BASIS OF PRESENTATION
Statement of compliance

These condensed interim financial information of the Company for the six months period ended 30 June 2019
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 framework comprise of:

- International Financial Reporting Standard {IAS 34) issued by the International Accounting Standard
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 reqguirements of |1AS
34, the provisions of and directives issued under the Companies Act, 2017 have been followed.

These are un-audited financial statements. However, a limited scope review has been carried out by the auditors
in accordance with the requirements of the Code of Corporate Governance issued by the Securities and Exchange
Commission of Pakistan. Further, the figures in the condensed interim financial information for the quarter ended
30 June 2018 and 30 June 2019 have not been reviewed by the auditors.

These condensed interim financial information does not include all the information required for full annual financial
statements and should be read in conjunction with the financial statements of the Company as at and for the year
ended 31 December 2018.

The comparative balance sheet presented in these condensed interim financial information as at 31 December
2018 have been extracted from the audited financial statements of the Company for the year ended 31 December
2018, whereas the comparative profit and loss account, statement of comprehensive income, statement of
changes in equity and the cash flow statemant have been extracted from the unaudited condensed interim
financial information for the three months and six months period ended 30 June 2018 (as applicable).

Functional and presentation currency

These condensed interim financial information is presented in Pak Rupees which is the functional and presentation
currency of the Company. Figures have been rounded off to the nearest thousand rupees.

Use of judgments and estimates

The preparation of condensed interim financial information requires management to make judgments, estimates
and assumptions that affect the application of accounting policies and the reporting amounts of assets and
liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and judgements made by the management in the preparation of this condensed interim financial
information are the same as those that were applied to the audited financial statements of the Company for the
year ended 31 December 2018.

,“r\,.ﬂ’\
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4.1

STANDARDS, INTERPRETATIONS AND AMENDMENTS TO PUBLISHED APPROVED ACCOUNTING
STANDARDS THAT ARE NOT YET EFFECTIVE

There are various standards, interpretations and amendments to accounting and reporting standards as applicable in Pakistan that are
not effective in the current year. These are not likely to have material effect on the Company’s condensed interim financial information.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all the periods presented in these condensed interim financial
information, except for the change mentioned in note 4.1 to these financial statemants.

Changes In significant accounting pollcles

The Company has adopted IFRS 15 ‘Revenue from Contracts with Customers’, IFRS 9 ‘Financial Instruments’ and IFRS 16 'Leases’
from 01 January 2018. IFRS 15 and IFRS 9 are eHective from annual periods beginning on or after 01 July 2018, however IFRS 16 is
applicable from annual periods beginning on or after 01danuary 2019,

The details of new significant accounting policies adopted and the nature and effect of the changes to previous accounting policies are
set out below:

IFRS 15 ‘Revenua from Contracts with Customers’

On 28 May 2014, the International Accounting Standards Board ("IASB") issued International Financial Reporting Standards ('IFRS') 15
"Revenue From Contracts with Customers® which provides a unifiad five-step model for detarmining the timing, measurement and
recognition of revenue. The focus of the new standard is to recognize revenue as performance obligations are made rather than based
on the transfer of risk and rewards. IFRS 15 includes a comprehensive set of disclosure requirements including qualitative and
quantitative information about contracts with customers to understand the nature, amount, timing and uncertainty of revenue. The
standard supersedas IAS 18 *Revenue’, IAS 11 *Construction Contracts® and the number of revenue related interpretations.

The Company manufactures and contracts with customers for the sale of home and personal care products which generally include
single performance obligation. The management has concluded that revenus from sale of goods be recognised at the point in time when
control of the asset is transferred to the customer, which is whan tha goods are delivered to the customer. Invoices are genarated and
revenue is recognised at that point in time, as the control has been transferred to the customers. Invoices are usually payable within 30
days. The above is generally consistent with the timing and amounts of revenue the Company recognised in accordance with the
previous standard, IAS 18. Therefore, the adoption of IFRS 15 which replaced 1AS 18 Revenue, |AS 11 Construction Contracts and
related interpretations, did not have &n impact on the timing and amounts of revenue recognition of the Company. Therefore, adoption of
IFRS 15 at 01 January 2018, did not have an effect on the condensed interim tinancial information of the Company.

In addition, the Company receives short term advances from its customers. Prior 1o adoption of IFRS 15, an advance consideration
receivad from customers was included in "Trade and other payables’ which now Is reclassified in 'Contract liabilities’ presented
separately on the statement of financial position. In addition, reclassification has been made from 'Trade and other payables' to
'Contract liabilities' for outstanding balance of advance from customers for prior year to provide comparison.
IFRS 9 Financial Instruments
IFRS 8 replaced the provisions of I1AS 39 'Financial Instruments: Recognition and Measurement’ that relates to the recognition,
classification and measurement of financial assets and financial liabilities, derecognition of financial instruments, impairment of financial
assets and hedge accounting. Details of the new significant accounting policy adopted and the nature and effsct of the changes to
previous accounting policies are set out below:
i Classification and measurement of financial assets and financial liabilities

IFRS 9 largely retains the existing requirements in IAS 39 for the classification and measurement of financiai liabilities. However, it

eliminates the previous IAS 39 categories for financial assets of held to maturity, loans and receivables, held for trading and

available for sale. IFRS 9, classifies financial assets in the following three categories:

- fair value through other comprehensive income {FVOCI);

fair value through profit or loss (FVTPL); and

- measured at amortized cost.

The following assessments have been made on the basis of the facts and circumstances that existed at the date of initial
application;

- The determination of business model within which a financial asset is held; and

- The designation and revocation of previous designation of certain financial assets as measured at FVTPL,

b
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4.1.3

A financial asset is measured at amortized cost if it meets both of the following conditions and is not designated as at fair value
through profit or loss:

- ltis held within business model whose objective is 1o hold assets to collect contractual cash flows; and

- its contractual terms give rise on specified dates to cash flows that are solaly payments of principsl and interest on principal
amount outstanding.

At present the Company do not have any financial asset carried at fair vaiue through OCI or through Profit or Loss. Accordingly the
accounting palicy relating to financial asset at amortized cost is as follows:

Financial asset at amortized cost is initially measured at fair velue plus, transaction cost that is directly attributable to its acquisition
and subsequently measured et amortised cost using the effective interest method. The amortised cost is reduced by impairment
losses. Interest income, foreign exchange gains and losses and impairment are recognised in profit or loss. Any gain an
derecognition is recognisad in profit or loss.

The adoption of IFRS 9 did nct have & significant effect on the Company's accounting policies related to financial liabilities.

il Impacts of change in classification and measuremant of financial assets and financial liabilities due to
adoption of IFRS 9

The following table explain the criginal measurement categories under |1AS 39 and the new measurement categories under IFRS 8
for each class of the Company's financial assets &s at 31 December 2018,

Orlginal Naw Original New
classification classification Carrying Carrying
under IAS 39 under IFRS 9 Amount Amount

(Rupees In '000)

Financial assets

Deposits Loans and receivables Amortized cost 5,442 5,442
Loans to employees Loans and receivables Arnortized cost 1,790 1,790
Trade debts Loans and receivables Amortized cost 46,188 46,188
Other receivables Loans and receivables Amortized cost 140 140
Cash and bank balances Loans and receivables Amortized cost 43,509 43,689

iii  Impairment of financial assets

IFRS 9 replaces the ‘incurred loss® model in IAS 39 with an 'expected credit loss' (ECL) model. IFRS 9 introduces a forward
locking expected credit losses model, rather than the currant incurred loss madel, when assessing the impairment of financial
assets in the scope of IFRS 9. The new impairment model applies to financial assets measured at amortized cost, contract assets
and debt investments at FVOCI, but not to investments in equity instruments.

The Company has spplied the IFRS 9 simplified approach to measuring expected credit losses which uses a lifetima expected loss
allowance for all trade and other receivables. Impairment losses relating to trade and other receivables, are presented separately in
the statement of profit or loss. Trade and other receivables are written off when there Is no reasonable expectation of recovery.
Management used actual credit loss experience over past years to base the calculation of ECL on adoption of IFRS 9. Given the
Company's exparience of collection history and no historical loss rates / bad debts and normal receivable aging, the move from an
incurred loss mode! to an expected loss model has no impact on the financial position and / or financial performance of the
Company. Short term investments and benk balances are alsc measured at expected credit losses. Since these assets are short
term in nature, no credit loss is expected on these balances.

Iv  Transition

The change in accounting policy resulting from the adoption of IFRS 9 have been applied retrospectively except that comparative
periods have not generally been restated. However, there is no impact of the change in accounting policy on the condensed
interim statement of financial position except for the classification of assets and liabilities of the comparative period.

IFRS 16 'Leases’

On 1 January 2018, the Company adopted IFRS 16 Leases. This IFRS has introduced a single lease accounting model and requires a
lessee to recognize assets and liabilities for all leases with a term of more than 12 months, unless the underlying asset is of low value. A
lessee is required to recognize a right-of use asset represanting its right to use the underlying leased asset and a lease liability
representing its obligation to make lease payments. IFRS 16 substantially carries forward the lessor accounting requirements in 1AS 17 -
Leases. Accordingly, a lessor continues to classify its leases as operating leases or finance leases, and to account for these two types of
leases differantly.

-



The significant judgments in the implementation ware determining if a contract contained a lease, and the determination of whether the
Company is reasonably certain that it will exercise extension options present in lease contracts. The significant estimates were the
determination of incremental borrowing rates. The discount rate applied to lessa liabilities on the transition date 1 January 2019 was
15.23 percent.

The impact of IFRS 16 on the Company is primarily where the Company is a lessee in property lease contracts. The Company has elected
to adopt simplified approach on transition and has not restated comparative infermation. On 1 January 2019, the Company recognized a
lease liability, being the remaining lease payments, including extension options where renewal is reasonably cartain, discounted using the
Company's incremental borrowing rate at the date of initial application. The corresponding right-of-use asset recognized is the amount of
the lease liability adjusted by prepaid related to those leases. The balance sheet has increased as a result of the recognition of lease
liability and right-to-use assets as of 1 January 2019 was Rs. 71,295 thousand with no adjustment to retained earnings, The assst is
presented in 'Fixed Assets’ and the liability is presented in “Liability against right of use assets’ presented separately on the statement of
financial position. Also in relation to those leases under IFRS 16, the Company has recognized depreciation and interest costs, instead of
operating lease expenses.

Upte 31 December 2018, assets held under property leases, not equivalent to ownership rights, were classified as operating leases and
were not recognized as asset in the statement of financial position. Payments or accruals under operating leases were recognised in
profit and loss on a straight line basis over term of the lease.

The effect of this change in accounting policy is as follows:

30 June
2018
({Rupees in
'000)
Impact on Statement of Financial Position
Increase in fixed assets - right-of-use assets 64,795
Decrease in other assets - advances, deposits and other prepayments (1,476)
Cecreasa in other asssts - taxation 367)
62,952
Increase in other liabilities - lease liability against right-of-use assets 162,054)
Increase in net assets 898
Impact on Profit and Loss account Half year
ended
30 June
2019
(Rupees in
'000)
Increase in mark-up expense - liability against right-of-use assets (294)
(Increase) / decrease in administrative expenses:
- Depreciation on right-of-use assets {6,500)
- Rent expense 8,059
Increase in profit before tax 1.265
Increase in tax {367)
B9B

Increase in profit after tax
In view of the application of above IFRS, the Company's accounting policy for right-of-use assets and its related lease liability is as follow:

A contract is, or contains a lease if the contract conveys a right to control the use of an identified asset for a period of time in exchange
for consideration. The Campany mainly leases properties for its operations. The Company recognizes a right-of-use asset and lease
liability at the lease commencement date. Tha right-of-use asset is initially measured at cost, and subsequently at cost less any
accumulated depreciation and impairment losses, and adjusted for certain remeaurements of the lease liability. The right-of-use asset is
depreciated using the straight line method from the commencement date to the earlier of end of the useful life of right-of-use asset or
end of the lease term. The estimated useful lives of assets are determined on the same basis as that for owned assets, In addition, the
right-of-use asset is periodically reduced by impairment losses, if any.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement date,
discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined, the Company’s incremental borrowing
rate. The lease liability is subsequently increased by the interest cost on the lease liability and decreased by lease payments made. It is re-
measured when there is a change in future lease payments arising from a change in an index or rate, a change in assessment of whether
extension option is reasonably certain to be exercised or a termination option is reasonably certain not to be exercised.

Thera are certain other new and amended standards, interpretations and amendrments that are mandatory for the Company's accounting
periods beginning on or after 1 January 2019 but are considered not to be relevant or do not have any significant effect on the Company's
operations and therefore are not detailed in this condensed interim financial Information.
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6.1

6.2

6.3

6.4

6.4.1

FINANCIAL RISK MANAGEMENT

The Company's financial risk management objectives and policies are consistent with those disclosed in the
financial statements for the year ended 31 December 2018,

PROPERTY, PLANT AND EQUIPMENT Note 30 June 31 December
2019 2018
{(Un-audited) (Audited)

(Rupees in '000)

Operating fixed assets 6.1 691,829 702,474

Capital work-in-progress 6.4 15,385 11,471

Right of use assets (buildings) 6.3 64,795 -
772,009 713,945

Operating fixed assets

Following are the details of the additions and disposals of operating fixed assets during the current period.

Disposals
Note Additions Cost Accumulated
depreciation
el 13 {11 s T-L-T I T 1111 I ———
Plant, machinery and equipment 5,607 158 2
Capital spares 692 - -
Furniture and fixtures 397 250 141
Computers 1,446 461 211
Vehicles 10,801 9,670 5,326
Right of use assets (buildings) 6.3 64,795 - -
83,738 10,539 5,680

At 30 June 2019, the written down value of the temporarily idle property, plant and equipments comprising of
ieasehold land and building (and leasehold improvements on leasehold land) amounted to Rs. 154.306 million
(31 December 2018: Rs. 156.486 million) and Rs 1.44 million (31 December 2018: Rs. 1.5 million)

respectively.

This relates to right-of-use assets amounting to Rs. 64.795 million (2018: NIL) due to the adoption of IFRS 16
more fully explained in note 4.1.3.

Capital work-in-progress Note 30 June 31 December
2019 2018
(Un-audited) (Audited)
(Rupees in '000)
Opening balance 11,471 26,246
Additions during the pericd 22,857 65,161
34,328 81,407
Transfers during the pericd (18,943) (79,936)
6.4.1 15,385 11,471

This includes advance for intangible of Rs. 4.80 million, advance for vehicles of Rs. 0.29 million and uninstalled
plant and machinery of Rs. 10.29 million.
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6.4.2 Following are the details of the additions and transfers of capital work-in-progress (to operating fixed assets)

7.1

8.1

during the period:

Plant, machinery and equipment
Capital spares

Furniture and fixtures
Computers

Vehicles

STOCK-IN-TRADE

Raw material
- in hand
-in transit

Packing material
Work-in-progress
Finished goods

Provision against slow moving items of stock-in-trade

Provision against slow moving and obsolete stock
Opening balance

Charge for the year

Write off during the year

Closing balance

TRADE DEBTS

Considered good

Considered doubtful

Provision against doubtful debts

Provision against doubtful trade debts

Opening balance
Charge for the year
Closing balance

Additions

Transfers

{Rupees in '000)

12,885 5,607
692 692
13 397
1,446 1,446
7.821 10,801
22,857 18,943
Note 30 June 31 December
2019 2018
(Un-audited) (Audited)

(Rupees in '000)

75,646 64,303
29,386 24,875
105,032 89,178
32,397 20,874
7,293 7,814
90,576 85,429
235,298 203,295
7.1 (22,702) (16,363)
212,596 186,032
16,363 18,315
16 6,339 40
. (1,992)
22,702 16,363
61,971 46,188
9,097 8,239
71,068 54,427
8.1 (9,097) (8,239)
61,971 46,188
8,239 8,239
8.1.1 858 -
9,097 8,239

The additional charge is due to the adoption of IFRS 9 as morefully explained in Note 4.1.2 to these condensed

interim financial information.
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10.

10.1

1.

11.2

ADVANCES, PREPAYMENTS AND OTHER RECEIVABLES

Considered good

Advance

- for taxation

- to sales staff

Advances to suppliers and contractors
Prepayments

Current maturity of loans to employess
Other receivables

Considered doubtful
Advances to suppliers and contractors
Less: Provision held

CASH AND BANK BALANCES
Cash in hand

Cash at banks

- collection accounts

- current accounts

- profit and loss sharing account

Note

10.1

This carries profit rate at 8.25% - 10.26% (31 December 2018: 3.5% - 4.5%) per annum.

DEFERRED TAX LIABILITY - net

30 June
2019
(Un-audited)

31 December
2018
(Audited)

(Rupees in '000)

121,882 90,740
502 502
6,174 3,488
2,192 2,859
1,362 1,006

6 140
132,118 98,736
803 803
(803) (803}
132,118 98,736
300 165
53,584 36,711
6,111 6,639

6 B4
59,701 43,434
60,001 43,689

Deferred tax liability comprises of taxable / deductible temporary differences in respect of the following:

Balance at 01 Recognized in Recognised in Recognized in Balance at 30
January 2019 profit and loss surplus on other June 2019
revaluation of comprehensive (Unaudited)
propserty, plant Income
and equipment
[Rupees in '000)
Taxable temporary differences on;
- accelerated tax depreciation 19,822 2,335 . 22,157
- surplus on revaluation of
property, plant and equipment 60,899 (1,997) 8,819 - 67,721
- Right of use assets 67 764 - 831
80,788 1,102 8,819 . 80,709
Deductible temporary
diffarences on:
- provision for defined benefit plans (25,660) (3,820) {29,480)
- provision against slow moving and
obsolete stock and doubtful
trade debts 18,651) 13,472) - - {12,123)
- tax losses (note 11.1) (45,497) 454 - (45,043)
(79.808) (6,838) - (86,646)
Deferred tax liability - net 980 (5,7386) 8,818 - 4,063

Includes deferred tax of Rs, 13.15 million (31 December 2018: Rs. 12.24 million) recorded on unabsorbed tax depreciation

and amortisation.

Deferred tax balance has been recognised at the rates at which these are expectad to be settlad / realised.

o
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1.3

12.

Tha management has recorded deferred tax asset based on financial projections indicating the absorption of deferred tax asset over 2
number of future years against future expected taxabls profits. The financial projections involve certain key assumptions such as sales
price and composition, raw materials, labour prices and distribution channels, etc. Any significant change in the key assumptions may
have an effect on the absorption of the deferred tax asset. Nonetheless, the management is confident of the achievement of its targeted
results.

In view of [oss for the financial year ended 31 Decamber 20185, provision for tax for the then year ended 31 December 2015, including the
minimum tax under the Income Tax Ordinance, 2001, was not made in the financial statements for the year ended 31 December 2015. The
Company had obtained an opinion from a tax advisor based on which it believes that it is not required to pay tax under section 113 of the
Income Tax Ordinance, 2001, in view of gross loss for the year ended 31 December 2015, before the set off of depreciation and other
inadmissible expenses under the Income Tax Ordinance, 2001 {as under the above section minimum tax is not payable in case of gross
loss before the set off of depreciation and other inadmissible expenses). Howaver, Finance Act 2016 has deleted the said proviso of gross
loss. The management, believes that the minimum tax for the year ended 31 December 2015 is not payable as the amendment to the said
proviso is applicable for tax year 2017 and onwards and accordingly provision for minimum tax amounting to Rs. 14.23 million has not
been made. However, CIR had levied minimum tax on the Company vide an amended assessment order, against which the Company has
filed an appeal with the CIR Appeals. During the year ended 31 December 2018, CIR(A) vide an order dated 6§ October 2018 has confirmed
the levy of minimum tax. Disagresing with this, the Company has filed an appeal with the Appellate Tribunal Inland Revenue, since the
management believes that the minimum tax for the year ended 31 December 2015 is not payable due to the reason given above.

Income Tax Assessments of the Company have been completed up to and including the financial year ended 31 December 2017 with the
exception of accounting years 2007, 2011, 2012, 2014, and 2015. For financial year ended 2011, audit proceedings were initiated and
completed vide order passed under section 122(1}(5) of the Income Tax Crdinance, 2001 in which certain disellowances were made
amounting to Rs. 12.288 million against which appeal was filed by the Company. The appeal was heard and then subsequently the CIR
Appeals passed a revised order in which certain expenses earlier disallowed were allowed amounting to Rs. 4.66 million while expenses
amounting to Rs. 6.65 million were remanded back by CIR Appeals to Deputy Commissioner Inland Revenue (DCIR). In respect of the
remaining amount, the Company has already filed an appeal before the Appellate Tribunal Inland Revenue (ATIR) which is pending
decision. Based on the Company's tax advisor's view, a tavourable decision is expected and therefore the subject demand is expected to

be quashed.

Furthermore, on 21 April 2015, an order under sub-section (5A) of section 122 of the Income Tax Ordinance, 2001 was passed by the
Additional Commissioner Inland Revenue for the financia! year 2012, disallowed certain expenses and raised a tax demand of Rs. 0.75
million. The Company has filed an appeal against the alleged order before the Commissioner Inland Revenue Appeals who vide its order
dated 8 September 2016 has allowed certain expenses of Rs. 1.82 million which were earlier disallowed (tax effect being Rs. 0.65
million). In respect of the remaining amount, the Company has already filed an appeal before the ATIR which is pending decision. Based
on the Company's tax advisor's view, a favourable decision is expected and therefore the subject demand is expected to be quashed.

Return for the financial year 2007 was selected for audit under section 177 of Income Tax Ordinance 2001 and an amended assessment
crder dated 30 March 2008 was passed in which certain disallowances were made by the taxation authorities. Disagresing to the above,
the Company filed an appeal before the Commissioner Inland Revenue, Appeal (CIR-A) and also filed an appeal before the CIR-A against
the refusal of the Taxation Officer ta rectify certain mistakes. The CIR-A vide his order No. 15 and 16 dated 25 October 2011 deleted all
the additions except for the alleged unreconciled production of manufactured goods amaunting to Rs. 3.3 million. The Company filed an
appeal before Appellate Tribunal Inland Revenue (ATIR) for not allowing relief in respect of disallowance of Rs. 3.3 million on account of
alleged unreconciled production of manufactured goods. Further, the tax department has also filed an appeal before ATIR on certain reliefs
of Rs. 4.8 million earlier decided in favour of the Company. In the Appellate Order {AQ) dated 8 October 2013 passed by the ATIR, the
issue of unreconciled production was deleted (decided in favour of the Company) and simultaneously setting asids tha same for
reverification. In response to it the department filed MA in responss to which, ATIR passed AO dated 5 May 2015 by remanding back the
issue for reverification of unreconciled difference, strictly in the light of histery of the case and subsequent years. Following the judgement
of ATIR, department has initiated set-aside proceedings. The Company has submitted the response and datails regarding unreconciled
production. No order has been passed by the department in relation to the set-aside proceedings. The Company expects a decision in its
favour.

Returns for the financial years ended 31 Decermber 2014 and 31 December 2015 were amended under section 122{9) of Income Tax
Ordinance 2001 and amended assessment orders dated 22 Sapternber 2017 and 18 April 2017 respectively were passed in which certain
disallowances were made by the taxation authorities, Disagreeing to the above, the Company had filed appeals before the CIR Appeals.
These appeals have been partly decided in favour of the Company by the CIR(A), allowing the Company expenses amounting to Rs. 15.70
million (fer year ended 31 December 2015} and Rs. 36.6 millian (for year ended 31 December 2016). The tax autherities have filed appeals
before the ATIR against the CIR(A)'s order to allow relief to the Company. The Company expects a decision In its favor.

TRADE AND OTHER PAYABLES 30 June 31 December
2019 2018

{Un-auditad} (Audited)
(Rupeaes in "000)

Trade creditors 139,547 58,348
Accrued expenses 118,210 89,472
Sales tax payable 28,702 28,256
Deposit from employees against vehicles and equipments 1,666 3,089
Accrued mark-up on short term borrowings 2,913 2,602
Workers' weilfare fund 2,101 918
Workers' Profit Participation Fund 2,530 3,116
Other liabilities 1,714 2,634

297,383 188,335
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13.

13.1

13.2

13.3

14.

141

14.2

15.

SHORT TERM BORROWINGS Note 30 June 31 December
2019 2018
(Un-audited) (Audited)
(Rupees in '000)

Salam finance - under shariah arrangement 13.1 140,000 190,000

These facilities, representing Salam, Istisna and karobar facilities, are available from certain commercial banks
up to Rs.270 millien (31 December 2018: Rs. 270 million) and carries mark-up of 6 Month KIBOR+0.5% to
KIBOR+1% (2018: 6 Month KIBOR+0.5%) per annum and are repayable between 10 July 2018 to 8 October
2019. The facilities are secured by way of first pari passu charge over present and future current assets of the
Company. At 30th June 2019, unutilized facilities aggregated to Rs. 130 million (2018: Rs.80 million). These
unutilized facilities, being sub limit of the above available facility of Rs. 270 million, include Murabaha {sublimit
being Rs. 270 million), Istisna (sublimit being Rs. 270 million), Salam (sublimit being Rs. 150 million), Karobar
{sublimit being Rs. 120 million) and LC facilities (sublimit being Rs. 420 million).

A facility for running finance is also available to the company frem & commercial bank amounting to Rs. 200
million (37 December 2018: Rs. 300 million) carrying mark-up at 1 month KIBOR+1.0% (31 December 2018: 1
month KIBOR+0.75%) per annum valid until 30 June 2019 and is generally renewable. The facility is secured
by first pari passu charge of Rs. 400 million by way of hypothecation over all present and future current assets
of the Company and first pari passu charge of Rs. 113.33 million over plant and machinery of the Company.
At 30 June 2018, unutilized facility for running finance aggregated to Rs. 200 million (31 December 2018: Rs.
300 million).

At 30 June 2018, unutilised letter of credit facilities from certain banks amounted to Rs. 400.6 million (31
December 2018: Rs. 322,748 million). These are secured against the import bills of the Company. Total
facilities sanctioned to the Company amounted to Rs. 420 million (31 December 2018: Rs. 350 million).

CONTINGENCIES AND COMMITMENTS

Contingencies

Bank guarantees have been issued in favour of Sui Southern Gas Company Limited for the supply of gas
aggregating to Rs. 7.02 million {31 December 2018: Rs. 7.02 million) in addition to which security deposit of
Rs. 2.786 million has also been given to Sui Southern Gas Company Limited, Bank guarantee has also been

issued in favour of Pakistan State Oit for issuance of PSO fleet cards aggregating to Rs. 1.3 million (31
December 2018: Rs. 1.3 million) against which security deposit of Rs. 0.65 million have been given.

Commitment

Commitments under letters of credit for the import of stock in trade items at 30 June 2019 amounted to Rs.
19.4 million (31 December 2018: Rs.27.252 million).

SALES - net (unaudited) Six months period ended Three months period ended
30 June 30 June 30 June 30 June
2019 2018 2018 2018
(Rupees in "000) (Rupees in '000)

Gross sales 1,497,981 1,117,652 837,253 643,769

Sales tax (238,833) (178,136) (133,616) (102,483)

Trade discount (156,468) (114,685) (94,928) (72,656)

Sales return and rebate (339) (2,081) (339) (2,081)
(395,640) (294,902 (228,883) (177,220)

b

1,102,341 822,650 608,370 466,549
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16.

16.1

17.

171

COST OF SALES (unaudited)

Raw material consumed

Packing material consumed
Salaries, wages and other benefits
Goods purchased for resale
Depreciation and amortisation

Fuel and power

Freight and handling charges
Stores and spares consumed
Rent, rates and taxes

Travelling and conveyance
Insurance

Repair and maintenance

Postage and telephones

Others

Legal and professional charges
Printing and stationery

Water charges

Subscription charges

Provision for slow moving stock in trade
Preduct research and development

Opening stock of work-in-process
Closing stock of work-in-process
Cost of good manufactured

Opening stock of finished goods
Closing stock of finished goods

Note Six months period ended

Three months period ended

30 June 30 June
2019 2018
(Rupees in "000)

30 June 30 June
2018 2018
(Rupees in '000)

549,903 438,037 284,139 233,849
72,307 54,614 37,488 28,001
16.1 74,925 58,685 37,593 28,658
22,778 12,515 18,479 7,392
17,174 12,655 B.946 7,327
7,749 7,762 3,694 4,269
4,814 6,651 1,641 3,287
2,137 2,749 1,143 1,428
5,640 2,172 5,235 1,329
1,979 1,485 1,259 740
1,243 1,149 579 549
853 276 782 195

205 212 108 109

512 179 46 39

1 107 = 16

81 104 52 54

- 36 - -
122 38 88 23
7.1 6,339 > 6,339 -

22 19 22 2
768,794 599,443 407,633 317,267
7,814 6,379 10,062 4,118
(7,293} (7,920) (7,293) {7.920)
769,315 597,902 410,402 313,465
85,430 77,963 101,560 105,574
(90,5786) (72,792) {80,576) (72,792)
{5,146) 5,171 10,984 32,782
764,169 603,073 421,386 346,247

Salaries, wages and other benefits include Rs. 4.78 million (30 June 2018: Rs. 4.717 million) in respect of the accrual for
defined bensfit obligations of the Company and contribution of Rs. 1.27 million {30 June 2018: Rs. 1.06 million) 1o the provident

fund.

SELLING AND DISTRIBUTION EXPENSES (unaudited)

Sslaries, wages and other benefits
Advertising expense

Freight and handling charges
Travelling and conveyance
Product research and development
Depreciation and amortisation
Rent, rates and taxes

Insurance expense

Legal and Professional fee
Postage, telegram and telephone
Meeting expenses

Utility charges

Repair and maintenance

Printing and stationery

Qthers

17.1 73,712 62,464 38,496 32,494
57,194 38,302 34,611 25,260
33,875 28,950 18,951 15,897
11,098 8,972 6,689 4,836

1,743 3,981 848 401
6,700 33N 4,772 1,627
21 2,780 (1,781) 1,303
M 1,010 483 4396
630 860 330 491
1,041 794 564 544
an 532 266 481
296 284 181 202
181 275 176 170
168 186 96 108
1,453 1,400 558 963
189,564 154,161 105,240 85,173

Salaries, wages and other benefits include Rs. 1.26 millien (30 June 2018: Rs. 1.003 millicn) in respect of the acerual for
defined benefit obligations of the Company and contribution of Rs. 1.83 miliion (30 June 2018: Rs. 1.397 million) to the

provident fund.
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18.

18.1

18.2

18.3

18.4

18.

TRANSACTIONS WITH RELATED PARTIES

Related parties of the Company comprise of associated companies, companies with common directors,
major shareholders, staff retirement funds, directors and key management personnel. Details of
transactions with related parties and balances with them, unless disclosed elsewhere are as follows:

Six months period ended

Note 30 June 30 June
2019 2018
(Rupees in '000)

Transactions with related parties (Un-audited)
Contribution to the employees' provident fund 18.1 4,342 3,661
Key Management Personnel
Total remuneration of the Chief Executive, Chair person

and other key management personnel 18.2 48,295 37,0565
Other Director's remuneration (meeting fee) 420 340

Contribution to the provident fund is made in accordance with the requirements of staff service rules.

Remuneration of the key management personnel is in accordance with the terms of their employment.
Directors meeting fee is as approved by the Board of Directors.

Other transactions with the related parties are at the agreed terms.

Executives are those employees, other than the Chief Executive and directors, whose basic salary
exceeds twelve hundred thousand Rupees in a financial year (2018 figures have also been restated to
address to the explanation given in Companies Act, 2017).

FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.

Underlying the definition of fair value is the presumption that the Company is a going concern without
any intention or requirement to curtail materially the scale of its operations or to undertake a transaction
on adverse terms.

The fair value of financial assets and liabilities traded in active markets i.e. listed equity shares are
based on the quoted market prices at the close of trading on the period end date. The quoted market
prices used for financial assets held by the Company is current bid price.

A financial instrument is regarded as quoted in an active market if quoted prices are readily and regularly
available from an exchange, dealer, broker, industry group, pricing service, or regulatory agency, and
those prices represent actual and regularly occurring market transactions on an arm’s length basis.

IFRS 13, 'Fair Value Measurements' requires the Company to classify fair value measurements using a
fair value hierarchy that reflects the significance of the inputs used in making the measurements. The

fair value hierarchy has the foliowing levels:

- Quoted prices {unadjusted) in active markets for identical assets or liabilities that the entity can
access at the measurement date {level 1).
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Inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly or indirectly {level 2).

- Unobservable inputs for the asset or liability (level 3).

The following table shows the carrying amounts and fair values of financial assets and financial
liabilities, including their levels in the fair value hierarchy:

30 June 2019 Note Carrying amount Fair value
Loans and Total Total
receivables

On-balance sheet financial and
non-financial instruments

Financial assets not measured

at fair value 19.1

Long term deposits 4,792 4,792 -

Leans to employees 2,088 2,088 -

Trade debts 61,971 61,971 -

Other receivables 6 6 -

Cash and bank balances (including security deposit) 60,651 60,651 -
129,508 129,508 -

30 June 2019 Carrying amount Fair value

Other financial Total Total
liabilities

On-balance sheet financial and
non-financial instruments

Financial liabilities not

measured at fair value 19.1
Trade and other payables 259,471 259,471
Contract liabilities - advance from customers 31,847 31,847
Short term borrowings (including mark-up) 142,913 142,913 -
Liability against right of use assets and finance lease 67,064 67,064
501,295 501,295 -
31 December 2018 Note Carrying amount Fair value
Loans and Total Total
receivables

(Rupees in '000)
On-balance sheet financial and
non-financial instruments

Financial assets not measured

at fair value 18.1
Long term deposits 4,792 4,792 =
Loans to employees 1,790 1,790 -
Trade debts 46,188 46,188 s
Other receivables 140 140 -
Cash and bank balances (including security deposit) 44,249 44,249 -
1’—"‘] 97,159 97,159 -
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19.1

20.

31 December 2018 Carrying amount Fair value
Other financial Total Total
liabilities

{Rupees in '000)
On-balance sheet financial and
non-financial instruments

Financial liabilities not

measured at fair value 19.1
Trade and other payables 150,454 160,454 -
Contract liabilities - advance from customers 43,147 43,147
Short term borrowings (including mark-up) 192,502 192,502 -
Liability against asset subject to finance lease 5,456 5,456 -

391,569 391,559

The Company has not disclosed the fair values for these financial assets and financial liabilities, as
these are either short term in nature or repriced, periodically. Therefore, their carrying amounts are
reasonable approximation of their fair values.

GENERAL
This condensed interim financial information were authorised for issue on “2:0 B%% ?-4‘"2)y the

board of directors of the Company.
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