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l Yt Feroze1888 Mills Limited

Adoption and Statement of Adherence with the International
Integrated Reporting Framework (IIRF)

Feroze 1888 = working with a strategy for generating value creation for the organization and
its stakeholders, Achieving sustainable corporate vaive by focusing economic, societal,
technological ond environmental foctors and their impacts is Company's core strengths. For
users of this inforrnatfion, 1t s imperative toensure, that the moternal is presented in such o way
that it enables the stakeholders to better understand these octivities. It also assures that the
Company concisely reports material information depicting how well it s performing in
nan-financial dimensions that affect the quality of the Company’s fermulated strategy and
its execution. The Company has adopted the Integrated Reporting Fromework to give an
overview of Company's philosophy o explain connection between its financial and
non-financial information, which would enhance the user's understanding as to how the
Company is working to improve its performance keaping in view the stakeholder’s inferasts.
The business strategy information is linked directly to business acliviies and non-financial
information,. and provides explanations accordingly.

It is part of our strategy to develop and execute the projects to generate value for the
organization and its stakeholders. Infegration of financial, social and anvironmeantal
information is one of the most effective way for an organization to report its performance
and activities and to demonstrate. fo the market and society, the importance of inking
sustainakility issues to business sirategies.

Feroze 1888 is in the process of adopling and adherng to the Internalional infegrated
Reporting Framework {lIRF) and sirives to follow the best coporate governance practices.
The framework requires o strong commitment by the Company management which is
ultimately responsible for the message the Company is delivering to all of its stakeholders. The
reporting is being monitored and it 15 ensured that the relevant informafion is shared in the
rmost suited way for the stakeholders of the Company. Connectivity of the information is
anocther aspect which neads to be addressed properly. Thus, the sfakeholders are made
aware of the Company's philosophy and atfitude towards achieving the enhanced
stakeholders” vaive and cusfomer satisfaction. The siakeholders’” value s maximized through
returns on investment, which managemen! balieves can be achieved lhrough revenue
maximization and cost confrol measures. Adoplion ot International Integrated Reporting
Framework depends on the individual circurmstances of an antity and is sfill considered o be
a practice in its eary stages. We will continue to improve the information produced to maoke
it even eqsier to understand, while taking inte account the opinion of stakeholders reading
this report, Initially, the Company has included following content elements for the users of this
report:

m{_ompany overview and external environment
mStrategy and resource allocation

m Risks and opportunities Ouflook

B Corporate Social Responsibility and Sustainabilifty
® {Covemance

m Parformance and posifion

B Corporate Reporting

HEBANNUAL REFPORT 2019 08
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We are a leading verfically integrated industry known for its state of the art
machinery, infrastructure, standardized systems, production processes and
adopting the ideclogy of 3Ps (People—Planet-Prosperity). We are committed
to the ongoing leaming, development & growth of our valued employees.
Cwur focus is on building an environment of prosperity & gratification for all our
customers & stakeholders through our operational excellence & solution

based innovations.







People Development
We are commited to invest in employees personal and professional development
and creating an environment that instigate the ownership for self learning.

¥ o o e oy o
I% £ *-|.-" 1

We believe in crafting a culture of respect and dignity for all our customers,
stakeholders, vendors, employees and community.

Ownership & Accounfability
Qur work is our pride: we take full ownership of it and hold curselves accountable
for all our actions, interactions within and between teams,

e NRFill
i P § 1 1
L =SS Yy

We possess a strong will to succeed under gll circumsiances.

i e = -8
FTOOGHVE

We believe In being proactive while facing challenges, adopting technology,
systems and procedures,

:.J‘:--- .'-_'il'.'ll"-':-' | -'-.'llll.ll"-lfl
Qur commitment I§ to enhance customer satisfaction by fostering an environment
of self-refiance, efficiency and integrity in all that we do.

il::! -|.;'::" :,lilfl\.;'

We demonstrote reliability through. our feam work ond consistent quality. in

products and services.
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“0 4 Feroze1888 Mills Limited

ETHICS

Integrity and upholding our commitments are at the heart of
Feroze 1888 business values. Our standards for doing business are
based on fransparency, impartiality and exhibiting thorough
professionalism N our dealngs with Iinternal and extemal
stakeholders, The management of Feroze 1888 condemns fraudulent
practices and focus on developing teams and systems to work as
per the established business ethics. The organization is known for its
reputation for doing business as per defined ethical boundaries and
for not tolerating any kind of misconduct that can hamper the
repute. These principles are embedded in organization’s code of
conduct and further reinforced by the prevailing policies.

CULTURE

The cultural framework of any organization defines-ihe
Company's vision and the guidelines it has established o
achieve that vision.

Our core values ProsperB drive our energies and focus in building a
value driven work culfure, We believe in developing our valuable
employees, enabling them to deliver their optimal best; helping
them collaborate with each other for reliable results and a win - win
situation, and instigating a never give up attitude with a consistent
reinfarcement of being proactive in dealing with all situations. We
promote dynamic and creative lateral thinking and have complete
frust in our employees’ skills to achieve the goals. Diversity is our
strength and we take pride in our culture of meeting high standards
of professionalism and excellence and deliver nothing less but the
best.

MEBANNUAL REFORT 201% 16
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siness im an honest, ethical and legal manner. The
v, integrity ana

imitted to o
-:|I:|IE- I|:|wr_. rl.ll =5 and re
business. Every director and
ensurng complionce with appilic

COMMITMENT & ACCOUNTABILITY - SAFEGUARDING
ORGANIZATION'S INTEREST

It &5 expected from every employee that hefshe will remain h- anest E —{:um.fniHE--:I with his/her work
at all fimes. Emp = g not only = st { = wiorkd but ako
uphold Ih{-_'- Tlu-—- i ; ' : ; : ding the
company
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“ % Feroze1888 Mills Limited

activity even after office hours that may ruin the organization’s reputation is emphasized.
spreading grapevine/rumors, exchanging or sharing any information within in the organization or
Sutside either by word of mouth, emall, fext message. or social media; which may create chaos,
suspicions & porfray the organization in a bod light are all deemed as breach of commitment &
confidentiality.

ZERO TOLERANCE FOR HARASSMENT

Hargzsment in any form including verbal / emchional [e.g. making or using deregatory comments,
name calling, racial jokes etc|, physical [e.g. asault, impeding, blocking movements etc) sexual
(e.g. touching, leerng, making inappropriate gestures, displaying of sexually suggestive chjects or
picture:, cartoons or posters, shanng sexual jokes efc) s shrictly prohibited.

GIFT & ENTERTAINMENT POLICY

siffs. / enterfainmment grofilude of any kind, thalb are offered by vendors, suppliers, curment &
potential employees, potential vendors ond suppliers, or any other individual or organization,
imespective of the value will not be accepted by any employee, at any fime, on or off the work
premises as o result of providing / receiving any fovor [whether justified or unjustified) from any
anfity.

CONFIDENTIALITY OF INFORMATION

It is the responsibility of every employves to maintain confidennality of information (dunng ond after
the amploymeant term) related fo Feroze 1BEE Mills thaf he may come acroszs iy any form a:z a result
af his position or interactions. He / she showld refrain from discussing any confidential business
matters to outsiders or even insiders to whom the matter do not relales.

INTELLECTUAL PROPERTY

All employees are responsible and accountable for the corporate information & resources
entrusted to them. Due diigence & care must be exercised to ensure the security & integrity of
these corporate rescurces.

NON DISCRIMINATION

The Company befieves in crealing o encouraging working envirenment which 15 free from
discrimination for employees. The Company also ensures that employees remain metivated and
productive through the provision of equal growth opportunity.

EQUAL EMPLOYMENT OPPORTUNITY

The Company believes in providing equal opportunity to everyone around. The Company policies
have to be complied with and no diserimination upon race, refigion, age, naticnal crigin, gender,
or disabfiity is acceptable.

CORPORATE SOCIAL RESPONSIBILITY

The Company & committed to camy out its business in an environmentally sound and sustainable
manner and promaote preservation and sustainability of the environment.

BEBANNUAL REFPORT 201% 18
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Company Information

Board of Directors:

pr. Jonathan B. Simon
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Mr. Nasim Hyder
Ms. Huma Pasha

M, Asim Shabbir Patka
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Auditors:

E ¥ Ford Rhodes. Charfered Accountants
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Organizations aspire to move on the next level by selting certain
success factors that enables them to stay focused and mitigate all risk
factors, that can lead to business sustainability and progress.
Feroze 1888 Mills aspires to moves on next level by focusing on Business
Growth, Operational Excellence, Customers Intimacy, HCM & People

Development and Employee Branding.
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FEROZE1888 AT'A GLANCE ™.

We are the leading Manufacturer and Exporter of Specialized Yarn & Textile
Terry Products in Pakistan. Starfing the journey in early 1970, Feroze 1888 has
progressed gradually & today it enjoys an eminent presence among all. We
maintain high sets of standards in all areas, ranging from the highest quality
products o maximum employee satisfaction. Company has state of the art
vertically integrated temry towel manufacturing facility. Being partnered with
1888 Mills [USA) , we are recognized as a Progressive and global
manufacturer of quality textiles for Home, Hospitality & Healthcare.

The ownership of upholding commitment to Triple Bottom Line, People -
Planet - Prosperity (3Ps), untiring focus on operational excellence and
creating unmatchable values of our products and services for our customers
is what makes us stand tall amongst other competitors in the market.
Feroze1888 believes in providing a professional work environment with
tremendous growth opportunities at all levels.



%4> Feroze1B888 Mills Limited

Our Commitments: Our Moto:
= Environmental Fiendly Praduction Processes = Excellent Execution Every time
» Product Quality = Customer Salisfaction

« Conducive Work Environment
* Employees Engagement & Empowerment

OWNERSHIP STRUCTURE:

Feroze 1888 Mills Limited (the Company) was incorporated in Pakistan in
October 1972. Its a public listed Company and the shares of the Company
are quoted on Pakistan Stock Exchange Limited. 1888 Mills [USA) and
Grangeford Limited are the associoted companies of Feroze 1888 based on
the eommaon directarship and shareholding above 10% in the Company
respectively. The only subsidiary of Feroze 1888, Le. Xublimity (Private] Limited
with 76% shareholding, has been dissolved during the year. The valuntarily
winding up legal formalities and filing reguirements as required under the
Companies Act, 2017 were fulfiled on March 29, 2019. The same has been
acknowledged and registered by SECP through letter dated April 18, 2019
and subsidiary caompany, Xublimity [Private) Limited, shall stand dissclved
after 20 days of the said letter.

KEY PRODUCTS AND MARKETS

The Company s principally engaged in produciion and export of temy
products. The key export markets are the USA, Europe, Asia, Africa and
Australio. Feroze 1888 deals in wide range of temry products starting from the
white, dyed, printed, dobby and jacquard available in every possible size
and caftegory consisting of hand towel, bath fowel, bath robe, kitchen towel
and beach towel.

MERANNUAL REPORT 201% 24
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| “ > Feroze1888 Mills Limited

Export Destination

m Australia
m Canada B Japan
m Denmark m Germany

BEBANNUAL REPORT 2019



m South Africa
m Poland m United Kingdﬂ.m

m Saudi Arabia ® United States
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| “7 4 Feroze1888 Mills Limited
|

ORGANIZATIONAL CHART

\JI ArEn :|| :Ii-“

Baons] of

Chief
Executive

i ey

P73 r-q__.,_ _-\.-. =
|

- Jﬂ.—l::— =
-‘l"-'lJ-l"”"‘!" -.-"-."'."“ |

-'__":i-'-"il"-"'r""“. 'il
I'.'.n:'il:-'.::i".l'lrl. I Illll = I-. Tt S
E"!‘*ﬂ--.-l 2 I |:- T‘-.- I
HEE A J‘rl"-h{:-ﬁ IiF Opert ” l'-'l
| Services

Administrative Reporfing

Functional Reporting

—

37

AEBANNUAL REPORT 2019



Ciireetor Directar Generol
ic Plant hc :
Engineering Giuality

Head of
Internal Audi

BmEBANNUAL REFORT 201% 38



| “+ 4% Feroze1888 Mills Limited
|

Journey of Success

1785: Spinning Unit

1974: Dyeing And
Procesing Unit

Texslilezs Ineciusinees crnd
Filerctshin Tesdile sls

2008: Wasle Water
Treatment Plant

BEBANNUAL REFORT 201% 39




2009 Acouisition af
Magshbandi Industries
| Limited

201 2: Merger of Feroze
Textile Industdas ard
Farora |BE8

20T 4: Waste Water
Reclaim Plant

2008: Fiber Dyeing
Facility

2010 Nokkshband Mame
Changed b Ferore | BES

2018: Packaging
Flant

Wl BANNUAL REFORT 201%
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I 74 Feroze1888 Mills Limited
|

Awards and Achievements

Amarican Hotel Vandor of the yaor

American Hotel Vendor of the vear

Bhollar Gangrol Home Deviaticn oo vendar of
TR par

‘Walrmar! vendar of he Third guariers

Arnanican Palal vandar of The yaar

Wialmar! Suppders of the Year [Home Divisicn]

Amsaican Halal vancor of Ma yedar

Armmencan Hotal Yendor of the yeor

Walmarl Encallande i Exsculien Award

Aimmsiicar holel Vando: o This yaai

ASDA Supplier of the yaar

Targest Vendor of e Excelences

Armearcan holel Vendor of the year

ASDA suppller of the yeor

WalMort suppier of the yeor

raartia! Infermalfional Diversity and Inclussn Sward

wal-Mart suppier of the yeor award

AHE Qulrlanding Suppier Partner af the year

AHE Supplier of the yeaor

Fire and Salely Award

sozesoxeseResoResies

RERANNUAL REFORT 201% 41



Flre and Safety Award b
Wal-Moar! Sobeal Warming Awaord, Apprecialed :

tor seamibess desalopment aond execuilon of

beach printed progrom 2017

FFPCI Bast Exporter Performance Award
In Home Textile [Cotton Textie)

FPPLI Bast Exporter Performance Award
in Home Textile (Cotton Texfile)

Environrment Excalencs Aworad

Fire @nd Satety Award

Conporate Scclol Responsibitly ssard (CER)
Environment Excellence Award
] Fire aind Sataty Awsard

Corparate Excellance award by Monagemend
mssaciotion of Pokistan

ASDA Trust of the wear Award

Family Dobar Suppker of e Yeor Awand

AHR suppler of tha Yeor
FFACI Bes Enporber Performances Aword
In Harma Taxtile [Caotton Texlila)

Waol-mar Suppier of the Year Aowond
Dibeada Best Suppllar Avward

BREBANNUAL REPORT 201% 42



* Feroze1888 Mills Limited

Certifications

Since 2000

SO 9001-2015 Guality Management Systern [QIM3)

Since 2006

Since 2008

IS 14001-2015 Environmental Management System (EMS)

Since 2008

Occupational Health & Safety (OHA&S)

Since 2008

SO 140012015 Environmental Management System [EMS)

RERANNUAL REFORT 201% 43



Since 2009

SA-A000-2014 Social Accountability [5A)

L

Since 2018

sustainable Textile Production (by Oeko-Tex)

Since 2015

50 17025-2005 Laboratory Management system (PNAC)

Since 2018

150 S0001-20101 Energy Management System (EnM3)

Since 2018

REBRANNUAL REFPORT 201% 44



& Feroze1888 Mills Limited

Position of Feroze 1888 Within Value Chain

Transportation

Up Stream

supplier of Raw Materials

o SR Locoisaie:

| == _ e
Export Sales \H
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Research, Product Development
& Design

Planning & Production e

=

|

* il 4
I

Weaving - =

Quality Assurance
Dyeing / Printing

Towel

4
i
—

Logistics

mvl Transportation

Down Stream
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“ > Feroze1888 Mills Limited

Steeples Analysis

social, Technological, Environmental, Economic, Political, Ethical & Seasonality
factors that can impact Feroze1888's business environment

Social Technological | Environmental | Economic
Increase in
Interest rates
C5R, Incraasing Emerging Complanca with ggﬁ é?:gmn
attentan to heath technologles Envirenmeantal Lows. abaaf ’rh:
Consciousnass, Mew inveantions Eecycling. curb b e e
Description COnSUmear and developments carbon foctprints PR
prafereances, and glokbal warming P vt
lifeshvie changes. concems, Climate e nstngi h
changes, natural I:::Lml g{!
disasters Growing 5 el
energy costs.
aftention fo T
anvironmantal -
profection ST
growth alsa
atfect the
business
Faraze) BBE s comimitted | Kesping in view e Mo Carrgeany comphes Comfaany kespns
ta responsités biusiness fechroiogical wirthy (500 1400012005 & on-applying cosi
proctlices as rasponsinke | - odvoncements, the CIGHAS — TGO 2007 affactive
corpargle cilicen, The Comgany has olways Enviranmenial measures o

Drgonizafional
Response

Coampany dorales
generausly To vannous
social and chaonitakle
cowsas including health,
aducafion and sacial
seclon, The Company
crcibvely portlcipobes in

given pornby in investing in
katest cleveloprments, The
Ciomgany has hil-tlech
machinany ot its
produclion sife. Tha
Company osn ansies
prerthcpation of its senic

femnogerrent Syslem,
taikoe efficiant usa of
matural resounces,
incleding gos. elechicity
and wialer (o halp redoce
our Sorbon aofprint, &
wecrtet reclaim plant s

e enkatory
[rEssUne,
Company
actively moritors
Ihe eoonomic
[P canct boakes
sleps to rmindmize

warious socaal wiark managerrsnt in various installed by he Company | their negative
inificylivias as part of its national  imfernational fo recowver o major impact,
corporale sodial sxhitiliaon J rainng proporhon of woshs waler
resspzonsiaility, Cormpaany Sesssicany, I orcer bo e Foar resvse,
GG ancaLrcges iy upchated with the kitest
amployess io e partof | techrobogy
ils sociol ogenda for
Bl larment of 1he
SOy,
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Political

Changes in trade
and other econormic
podicias due fo
government
change. Political
furrmedl genenaliy
Impacts
arganizations
negatively, Freguent
changes in
government policies
affect the businass
community's
confidance.

Legal

Compliance with
Legal ard
Regulatary
raguirarments is
necassary for the
Company's smooth
oparalions,
Complicance with
Imternational laws
and polichkes ralating
b frade and
commerce.

Ethical

Fake ar mideading
informaficon fo
customears,
decaeplive use of
arncther's businass
tradke mark, product
lakbaling or
packaging.
Incccurate
decharations.of
imports & under
invelcing, Below
standard product

cjliaalify.

Seasonality

o cdawm of
Business and export
achvities durng
Chirlstrmcs and New
Yeor vacatians in
Usa and other export
cauntrles, Dacline In
demand of Beach
Towel in winter
SEOS0H.

bacinagement ciasety
ranitors the paolitical
developrments dnd
Compony’s strolegiss ana
dlevalaped and adjusted
accardingly.

Proacibe appraach by
the monogament in tinmely
impdarmanitation of and
compiiance wilh ary
cheancpes in The regilalony
emaranment of fhe
indusiry. Tha Comgany
strongly abideas all laws,
reggulations and slondards.
oppdicabie an il In fhis
connecton corstiant
efforts are put by the
managament to fulfil
aviery legal aspect.

Falr arnd athical businass
proclices are at the heart
of fha Fercea 1888 wolues.
Choosing The course of
higabesst irlesgrily is cur
intent cndd we estakdsh
and mairitain fhe-highest
professional and ethical
slhandards fo be percaived
o5 impoariial oned
mtlependant, The
ranogemant condemns
comipt and fraudgulent
praclices and ersirss
frersporency ard inlegrily

Farore TE88 production &
nod impacted by any of
these seasonal issuas ol
Fhez rercuired produclion i
sprecc) oves the pesiod 1o
effecive manogsment of
resoUTCES
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Composition of Imported vs. Local Raw Material
and Sensitivity Analysis

For the year ended June 30, 2019

The Company uses many local and imported raw materials for manufacturing of
its end product. The Company's main raw materials are raw cotton, yam, dyes
and chemicals, general stores and spares and packing materials. Following is the
composition of local and imported raw material used during the year.

2018 - 2019 2017 - 2018

Imported raw material comprises of 28% while local raw materiol represent 72% of
the total raw material used for the year ended 30 June 201%. Row material cost
shall increase/decraase by 3% and 5% in case of foreign currency fluctuation by
1077 and 20% respectively: hence such fluctuation is highly sensitive as it covers the
substantial portion of cost of sales. This analysis assumes that all other variables, in
parficular, interest raotes remain constant.
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Feroze1888 Mills has made fireless efforts to gain
significant recognition as the leading Manufacturer
and Exporter of Specidlized Yarn & Texiile Temy
Products in Pakistan. Over the years, we have
emerged as a preferred choice for temry textiles. Our
exhaustive list of accolades ranges from national to
infernational, which s a testimony to our
unwavering commitment towards excellence in
quality textiles for Home and Hospitality.
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Strategy and Recource Allocation

Where does the organization want to go and how dees il intend lo gel there

STRATEGIC OBJECTIVES

strategy B what, which fransforms vislon into reglity. Strategic objectives determine the direction and
scope of an organization, configure the resources within a changing environment to meet the needs
of markets and fulfil stokeholders’ expectations, Strategic objectives serve o3 the bozeline for an
organization. For Feroze 1888, to be the market leader while uphalding the frue spiit of Triple Bottom
Line 15 the key driver In short, mediurm and long term.

Qur strategic objectives are:

Strive to improve efficlency of our operations and cost

Short term optimization through contfinuous innovation

Midium Term To grow through expansion of our core business in medium term.

To attain sustainable development without compromising on
Long Term innovation, product quality and customer satisfaction and to
create sustainable value for our stakeholders in the long term.

STRATEGIES IN PLACE

sustainable valua can only be created fhrough responsible use of resources, developing cost effective
and guality products which meet customer expectations, dealing fairy with all our stokeholders and
remaining frue fe our vision and values. This atfifude opens up opporlunities for growth resulting in
higher level of revenues, customer appreciation and aocceptance of our product, We gim to develop
the long-term sustainablity of the organization by grooming and training our employees and praviding
a conganial work environment, where they are maotivated to perform al the highest standards. We are
committed 1o the highest ethical and moral business values and 1o the frue spirt of the Code of
Corparate Govemance, We confinuously invest in operational excellence initiotives, capacity
enhancement, eflcient technolagies and sustainability measures,
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RESOURCE ALLOCATION PLAN

Dur-ownership of upgholding commitment 1o Triple Bottom Line People - Planet Prosperty [3Ps),
untiring focws on oparational excellence and creafing unmaltchaoble values of our products and
services for our cusfomers is what makes us stand tall amongst our competitors in the market.,

To achieve our objectives, the maonagement strategically strives to enhance stakeholders’ value
and customer satisfaction. The stakeholders’ value s maximized through returns on investments,
which managemeant believes can be dgchieved through revenue maximization and cost
rationalization measures. On the revenueside, our growing velumes are evidence of our persistent
efforts and we are confident that our investment on produchion capacities shall reap positive
results and support In moximizing returns for all stokeholders in the some manner as previous
expansions. The tone of our business is set by the marketing fargets and budgets, which are
agorassivaly designed by the managemeant to achieve highest possible refurms.

On the cost side, our continuaus improvement and cost srart initiatives are delivering substantial
savings for the business. Feroze 1888 continues fo invest in new and ef_cient technologies ond
implementation of Overall Equipment Effectiveness (OEE} concepl. Power generation cost is
aeffactively controlled by following energy conservation madasuras through self-generafion by use
of gas turbines and generators. In addition, the Company uses combination of bath imported and
local cotton in order to maximize the yield of the spinning process. Duing the year there wos
volatility in infernational cotton prices which is key component of our cost, The Company
successfully managed to control its cost by afficient mix of imported and local cofton.

Organizalion success depends on the direction it sets for itself and how challenging it can be for
its tearm members. The skill set and technical expertise of the team is inevitable for the success of
any organization. Feroze 1 858 gives prime importance to Human Eesource Management. We are
keen to develop our human capital professionally. To live up to owr core value of People
Development, consistent afforts have been made for employes engagament.

Approved HRE policies are in place and HR function is integrated whers the employees’
performances are evaluated based on SMART goals. Moreover, Training Need Assessment (THA] is
affactively in place whera in-housa and external frainings are aranged at all management levels.
Furthar, eligible employees receive Service Awards based on ther performance and length of
service, The Managemenlt's objective i fo recognize and reward employvee’'s confribution to the
business, These processas help the availability of high guality workforce which plays a vital role in
achieving day-te-day targets ond toctical ond strategic cbjechves of the Company.

Effectivanass of infernal canfrols s ensured through octive System and Control Departrment and
Internal Acdil Funclion: both of them independenily recommend their suggestions to the Board's
Audit Committee. On all constructive suggestions, the Management takes comrective actions
immediately. Another prime objective of the monaogement is customer satisfaction for which
management fakes every step to ensure hign quality customer care and product quality. For this
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purpose the Company has obtained cerfification of Tolal Guality Management [TGM) system 130 7001 ;
201 5 and Envirenment Management Systermn 150 14001: 201 5. Being aresponsible corporate citizen, the
Company 5 committed to continuous improvements in safety, health and environment protection
mecsuras, For this purpose Company has obtained cerfifications of Occupational Health ond Safety
Managemeant Systems [OH3AS 18001-2007), Social Accountfability [SA 8000-2014), Sustainoble Texfile
Production (5TeP] oy OERQ-TEX and Global Organic Texties Standards (GOTS].

LIQUIDITY STRATEGY

The Company has the strong capital structure which & adeguately supporfed by the equilty. The
Company apples prudent liguidity monagerment by maintaining sufficient cash and the avaiabiity of
funding through an adequate amount of committed credit facilifies. The Company has a history of
prompt debt repayment and naver defaulted or delayed any debt installment. The Company has
adequate funds avallable and management foreseaes no liquidity glitch in fulure, The Incregse in
geding in the cument few years is due 1o the increcsed investment in capital expendilure related to
capocity enhancement and consolidation of operations being camed out at one of the Company's
major production site.

Long-terms. debis are only ufiized to finonce the capital expenditures. For working caplital
requirements short-ferm finoncings are avoied to adeguately mointain the debt and equity ratio
throughout the year Enhonced soles hoave considerably supported the liguidity position of the
Company. Hedlthy cash flows and prudent figuidity management aids the Company to achieve a
cument ratio of 1,73 which raflects its strong liquidity position,

During the vear, the Company has obtained o fresh disbursement of Bs. 1,517 bilion from its long term
financing facility to finance the on-going copacity expansion and sustenance activities.  Capacity
expansion includes installation of energy conservant state of the art air jet looms, spindies, digital
printing set-up, cost efficient generators, RO plant and Environmental Treatment Plant,

The Company also has arangements with commercial banks in form of shart-ferm financing facilities
to meet s working copifal requirements. Short ferm bomowing hos been uliized only for working
capital reguirement which is ncreased over the perod in line with growing business needs,

Financing Arrangements

Dua ta strong financial position, Ferozel888 maintains graocious business relationship with all
repufable bonks ond financial institufions of the Countny, Sufficient unufilized short-term financing
facilities are avaiable at the Company's disposal. The Company regulady monitors the
debl-equity ratio to save the Company from any excessive debt pressure.
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SIGNIFICANT PLANS AND DECISIONS

The company has fransformed over the years and sfrengfthened through organic and inorganic
growth strategies being fellowed by the management. Company has undergone expansion
through restructuring including merger in the past yeors. However, in the near future, there are no
plans for any significant restructuring ar discontinuance of operations except for the major
expansion of manufacturing capacities and consolidation of business activities at the production
site of the Company and an exprassion of interast of Feroze 1888 in a business ventura for product
differenfiation and value addifion and upgraded quality.

SIGNIFICANT CHANGES IN OBJECTIVES AND
STRATEGIES FROM PRIOR YEAR

The business objectives and strategies of the Company are developed through delcate planning
and ore based on the vislon and long term strategic business goals. Progress of Company towards
its strategic positioning in future and business abjectives 5 monitored and regularized through key
performance ndicators. There has been no matenal deviation from the targets’ and business
goalsalreody set fo-achieve the sirotegic objective dunng the vear.
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Risk and Opportunity Report

Risk / Major Sensitivity Source of Risk /
Opportunity Business Risk / Opportunity
Category Opportunity
Shift in praduection Loy Extermal
tachnologies
strategic
Mew Caopacities and Higzh Extesrricl
chonge in
compefifive scenarlo
Crecllt Risk P e il Extermal
Inter=st Rafe Risk Ly Externicl
Firnancial
Exchonge Rate Risk fedium Extermal
dparcﬁr:-nnl stagnant or Higrh External
decreqsing szl
Frices
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Likelihood of

Impact on

Mitigating Factors / Steps to

Occurrence Company Create Value
Likety PGy ke Faroze 1888 shrongly balevas in the philcsophy of
Fercze | BEH'S cantinuows improvemnsarnt and fimly appdeas this
Eracagios Clgiiole I s procedases and planls. Adccordingly,
and iy product and roodemizafion and up-grodation of preduction
pricas facilifies and investrment in new technologias
non-comgetitive in Alleias Fesoze 1 BER 1o eipond opprapiately and
It ancl promptly 1o any changess in prodochion
inferncticnal rmarksds tachnologis:,
Farope ] BEE Fiokds rmajar share in expor! morke!

"\"Iﬂr{r' m':ﬂ"'r" Orop in market shore Becouse of ilks qunlilv}?lrmn\u:ll'.-:ln i::l-esl-pn aand price
and pressurs on compafifveness. Secondly, hoving o wids ramge of
prces {amy products 5 oko g key advantope, Hownver, we

hera oo plapsecd expanslon of cur copocihy bn de
course of tirme b cope up with the increcsing deoand
EregsUne b rrsdind i aur moksl shans,

Likesly Financial koss in cosa Wa have established credil policy with assigned
of  poymant defaulis lirmits. Anchysis of credit werthiness of eoch
by custormesss custoemer individually by the managemesnt

before exbanding any major credit is done,
Close manltaring of credit imifs ond reguloe
recovery procedures arein place,

Wery Hkehy Higih Firsancial St In Thes Cormpeory reguilory monifoes Thes inleres] rale
case of increased movameants. Due fo.good cradit worthiness of
interest rates the company best possible rabes are cbilalned.

"u"E-ry’ EikEh,." Certnin operaling and Econommss incicalars are closely monifored
capital expendiune aloryg with cumency fluctuations ond wharewer
incurred by the needad hadalng crongements Le. mcinly
Comgony in forslgn farwerrdd cover where avolloble are mccs In
cuiirencies. An ool cose of USD, Company alse has natural hedoe
exchonge rate as it imports and eXpors in the same curancy
movament can couse wehich majoety ofteats fhe sk,

Increaied inpaul Cosis
Wiery Hkedy Scpueered prafil Thea Company has ploced ifs uimost efarts fo upkold

rrcarcgiens s a-rasult of
rhagnant and
decrasing sokas prices
wiibe Cost rises

Ike marke=t posion ard growth in business by cordinuesd
ot reduction, broodening ond refenfion of cusiomer
baze through:

- Mecdlamizotion of plant & moachinery and efficlency in
[ pe el = 1T

= Tachncdady up-=gradation and energy atficiant

B Uil

- Effeciive procursrmenit pdanning Tor roey matesnals,
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Risk and Opportunity Report

Risk /
Opportunity

Category

Major
Business Risk /

Opportunity

Sensitivity

Source of Risk /
Opportunity

Cperational

Energy and water
shortoge in Pakistan

High

Extermal

Increasing Fuel and
Pomsier ot

High

Extemal

Supplier defoult

Ly

Extermcl

Commencial

Ecanomic downturn
may impact dermnand
for Feroze] 888
product

Ly

Extermal

Trade protectonism
QMongsh export
markets via impoesition
ol tarilffs could impact
Company sales

Medium - High

Extermal

Environmental

Mon-compliance of
Envircnmental Lows

High

Extarnalf Interral
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Likelihood of Impact en Mitigating Factors / Steps te
Occumence Company Creale Value
Likely Acty cKnp af Foroma L8808 has its own coplive power
production gensrotion ond woler ecycling plant, The
capaciies as management keeps on eye on aliermate energy
water and enargy BTG
cre (e ssseniial
camponents of the
I e EE
Very llkely High Cost of Crnam captive power generatficn through rmdtiple
prrociuchon with o risk sources including Sodar and CGos Generaices, Use
thaat it ooy not e oif anargy efficiant eguipmeant.
passed on.
Lorgg Farery reslaliornshiss wilth repotoble
iFrarmctional soepesliars wilk ethisal and
Likely Disnuption in supply professcnod stondond cperating procedunas thot
of Foiee g tanins raflect our own \.-'clllue-:. we ralntain sufflcient
rerer material and finished goods inventory 1o
CoveEsr our reouirarments e coses such o sibeation
cirfgas
Decradrs in soalag T inveslcashieity Gf Fergael BaEs product and
BEemote arid wllirmaiedy sl Sapior! foot pind alleie e Comipany fo
CdvErge Frpact on Courher eoanoime cyaicaliy
taLsiress
Dacrease n export Ercuring thot prices ond guanturm of axports
Likely sales-and businass rmalntain the demond of the Company's
proluct intoct, Additionally. mcintaindeg
diversity of export morkets to il dependence
oy one singke destinalion
The Company At Fesore 1888, the 150 140012015 & DSHAS -
pricritizes tha RO 2007 Envronmantal Manoagemant System
arrircrmenbal is followed os the framessaors on which to
Ramote sustainatty in all its confincally improve our emsdronmmenial
oparaticns ond parformence. We moke evary effort to Reduce.
acthivities, Eeuse and Racycla waste (3R], minimize natural
resource consurvgiion & treal amy hormiful
amissions bafore they are eleased fo minimize
ervironmeanial fooigrint.
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Forward Looking Statement

This Annual Report contains or may contain forward-looking stotements, all of which
are. based on management's current expectations and are subject to risks and
uncerfainties which may cause results to differ matenrally from those set forth in the
statements. Stakeholders can identify these forward-looking statements by their use of
wiords such as "anticipates." “expects.,” “plans,” "wil," “estimates.” “forecasts”
"projects” Yintend,” "maoy, " and other words of similar meaning., or negative variations
of any of the foregoing. One can also identify them by the fact that they do not relate
strictly to historcal or current facts. These statements are likely to address the
Company's growth strategy, financial results, product development, product
gpprovals, product potential, and development progroms. Stakeholders must
carafully consider gny such statement and should understand that many faciors . could
cause actual resulls 1o differ materially from the Company's forward-looking
statements. These factors include inoccurate assumptions and a broad varety of other
risks ond uncertainties, inciuding some that are known and some that are not. No
forward-looking statement can be guaranteed cnd actual future results may vary
materally. The Company does nol assume the obligation to update any
forward-looking statement. The Company cautions its stakeholders not to ploce undue
reliance on these forword-looking statements.

The past year has presenfted considerable economic challenges. not just for
Fercze 1 B88, but for Pakistaon as a whole. GDFP growth contracted to 3.3% os against
5:.8% in 2018-1% and CPI inflation has increased to 7.3% as against 5.0%. The State Bank
of Pakistarn: has gradudlly: increased the discount rate from &.50% on July 01, 2018 fo
12.25% at the close of cumrent fiscal yvear, an absolute increase of 5,753, 2019-20 is likely
fo be even more challenging vear as economic indicators reflects performance far
below the plonned targets and forecasters and the Infernational Agencies revised
down the GDP growth forecast fo be less than 3%. The CPl inflation has increased
considerably due fo higher government borrowings. hike in energy prices and
unfolding impoct of depreciation of Pak Rupee and expected to be soar between 11
to 12%. However, the Government is continuously taking various fiscal and monetary
medsures o coract the imbalances in the aconomy.

Despite fragle economic conditions, we are well positioned with leading market
shara. Cumency devaluation should help to boost exports in 2020, along with an
anfanced access to the Chinese markat. We expect both sales volumeas and revenue
to be higher in upcoming year and will try to achieve betlter earnings than currsnt year,
However, constant increase in raw material prices may squeeze profit margins. The
Company is also making etforts to improve operational efficiencies and oplimize the
ufilization of its available resources,

The management is well aware of and extremely prioritizes the importance of timely
adaption of technological advancements, maximizing shareholder value, operational
prograssions and infrastructural expansions in order 1o confinue ta creafe o
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competitive edge. Feroze | 888 continuously seeks to Improve its performance with an
emphasis on health, safety. security, environment - as well as adherng to principles,
values and ethics, the Compony dynamically takes strategic steps to progress and
excel the axpenential and unigque specialfies for its volued customers. With the
amerging ftrend ond transition of a greener envitanmeant, FerozelBBE aims and
supports to power progress with cleaner and opftimum energy sclutions for a
lovwer-carbon and healthy economy and environment.

The Company i proactively focusing on energy conversalion projects to oplimize
energy consumption by intfroducing energy efficient equipment. We have initiated an
array of energy conservaton pracfices including green energy generation vid
renaewabla anargy sources - jolar. We dra among very few organizations in Pakistan
who are cerlified with 150 50001:2011 - Energy Management System Certification. All
High Pressure lights have been replaced with efficient LED Lights for energy savings at
all locafions.

The export marke! remains highly competitive and our primary thrust will be towards
infroduction of o diverified range of volue aodded products aond increased
penairafion into new export markets. The Company hos experenced growth'in sglesin
last five years and foresees it to confinue. To meet this growth aspiraftion and
customers' expectations, the Company plans to enhonce and modernize the
production facility fo make it state of the art, to reduce the cost of operations, reduce
relionce on ever increasing oufsourcing cost and improve quality to remdgin
competitive in the market. For this purpose major expansion project is underway which
includes cammissioning of new looms and spindles, construction of new production
and storage sites. This exponsion shall increase the existing weaving and spinning
capacities considerably in next five years. The market of printed towel is increasing
and it's a high value businass, therefore in-house capacity fo be anhanced to grab the
marke! opportunity.

Fercze 1888 intends to grow inorganically as weall for sake of product differeaniiafion, up
gradafion and value addition. For this purpose an expression of inferest has been
made in a businass venture by Ferozel 888 o explore the potential opportunity to
invest,

In order o diute the polifical instability and boost the confidence of textile sectors, it is
expected that Government will come up with some plan for the textile sector including
but not limited ta resolution of GIDC matter, timely release of tax and DLTL refunds. With
the approval of the IMF bailout package, concessional loan obtained from friendly
couniries, stfict policies to regulate the foreign exchange transactions, and beatter
balance of frade during this year mainly on account of reduction in import bills, it is
expected thaot upee will contain its stabkility and there would be no significant increase
in interast rates in the upcoming year. Further, the government revenue targets set for
the upcoming year, if achieved, can surely be the beginning of new heights for the
Country and accardingly will have a positive impact on the Economy.
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Forward Looking Statement

Sources of Information:

Management has refered figures from 5BF monetary policies, inflation snapshot and
differenft economic research reports and has made astimates through assessment of
marke! surveys, economic research repaorts, discussions with industry protessionals and
intermal discussions, The Company prepares annual budgets and forecasts o manage
business more effectively. The forecasting is done keeping in view the historcal data
and fgures. Projections are developed based on macro and microe economic
indicators, markets frends & research, international and local material price forecasts,
data from regulatory & taxation authorities, seasonal variations and competitors’
acfions etc. Internal capacities are reviewed based on avallable data and alignment
is planned o achieve desired resulls.
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SWOT Analysis

Opportunities

Yerically integrated structure

Highty skilled team of long ossociofed professicnals
Progressive mindset for innovation and creativify
streng customer bose

Environmentally responsible organization

strang brand equity

Global occess fo renocwned custorner base

& Relatively homogeneous praduct, imiting grcing
sfrategies

® Narrow product fine

® Rellonce on depleting notural resources

® High labour-infensive Indusiry

Value addition In product line

Implemeantation of energy efficient fechniclogies

Region-wise disfribution divershoation

Herizontal and verical product diversificoticn

Technological advancements for opfimizatan of manufocturng
processes and cost rafienalizoation

Increagse inraw matenal, fuel and kabour costs
Inconsistent Govermnment policies for Textie Indusiry
Price - Cost Pority

Un-intemipted and inexpensive supply of natural gas,
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DIFFERENCE

“! = Feroze 1888 lives by the motto of 3Ps: People, Planet and
.~ Prosperity. We believe in prosperity for all. Following a Triple
.~ Bottomline approach, we thrive to lead the market with our

. - Innovative and customer friendly products, creating a safe
- — work environment and contributing to the economy with
e exports and career opportunities for our fellow citizens.
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CORPORATE SOCIAL RESPONSIBILITY (CSR)

Managing resources responsibly, engaging with the communities in which we operate, dealing
fairly with all our stakeholders and remaining true to our vision and values, are all key indicators of
our success as a Responsible Corporate Citizen.

Corporate social responsibility (CS5E) 5 our sense of responsibility and ownership towards the
community and environment in which we operate. We, at FerozelBBE, are committed fo
responsible business practices both within the Company and throughout the chain of our pariners
and suppliers. We have embraced our responsibility to build and improve the communities we
sarve, Qur vision is to be the market leaders while upholding the frue spints of Triple Bottom Line, (3Ps)
People, Planet and Prosperity.

Following are the areas which confribute to our corporate social responsibility commitment:

1.Health & Safety

2. Environment & Sustainability

3. Quality

4. Our People

5. Educational & Capacity Building

&. Ethical Trading




1. HEALTH & SAFETY

At Feroze 1888, we are committed to ensure that health and safety is at the very top of our agenda
in all of our activities. We look both within and beyond our immediate envircnment to ensure that
we confribute to the highest possible standards of health and safety for all our stakeholders.

Our Commitment

s Active support and participation in the creation of a pasitive health and safety culture
at all levels within the Company, particulary af Senlor Management level,

s Malntain safe and healthy work places and systems of work to protect all employees
and others, including the public in so far as they come into contact with foreseeable
work hazards.

= Provide all employees with the information, instruction, training and supervision that
they require to work safely and efficiently, and methods to assure employees understand
and retain the knowledge.

s Develop safety awareness amongst all employees and, as a result of this, create
Individual responsibility for health and safety at all levels.

s Extend financial assistance to non - profit organizations in the area of medical treatment,
medical equipment etc and other social welfare projects that reflect our business values.
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2. QUALITY

Al Feroze 1888, we are committed to confinually Improving the efficlency and effectiveneass of
our business processes and management sysfems,

This means ensuring that our products meet the requirements of our customers at all times.
mMaintaining excellent standards of quality supports our goal of being the supplier of choice for
customers within our markets, achieving the highest level of safisfaction for all our stakeholders.

QOur Commitment

= Maintagin the requirements of, the 18O 9001:2015 & OHSAS 180012007 Quality Management
Systemn as the framework on which to confinually improve our guality performance.,

= Comply with all product quality standards, approvals and other requirements relevant to
our customers and consistent with the requirements of our business.

n Develop highly skiled employeas who take responsibility for the quality of their work and
promote a culture of ‘right first fime’ within the onganization.

= Ensure the effective implementation of quality policles and procedures by providing

appropriate information and fraining to our employees and encouraging their participation
in business improvement activities,

= Establish quality targets and objectives at dll levels of the organization and report our

performance against them.
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3. ENVIRONMENT & SUSTAINABILITY

At Feroze | 888, we are committed to adopting and promoting environmental good practice
throughout our business in order to operate in g sustainable manner,

The reduction of our environmental impacts and confinuous improvement in our environmental
performance are an integral part of our business strategy and operating methods. We make
every effort fo Reduce, Reuse and Recycle waste (3R], minimize natural resource consumption
& treat any hamnful emissions before thay are released fo minimize environmental footprint.

Our Commitment

a Maintain, as a minimum reguirement, the 50 140012015 & O5S5HAS — 18001:2007
Environmental Managemeant System as the framework on which to continually improve
our environmental performance

s Protect the environment by preventing pollution and promoting activities that help
mitigate the effects of climate change

» Make efficient use of natural resources, including gas, electricity and water to help
reduce our carbon footprint

= Comply with, or exceed the requirements of all relevant environmental legisiation and
codes of practice and compliance obligations

s Operate effective procedures for the reduction, reuse and recycling of waste water, for
the safe storage and disposal of waste that cannot be avoided.

s Ensure energy conservation by using renewable energy resources and environment
fiendly production processes,

s Woaork in partnership with our suppliers to promote effective environmenfal supply
management, encourage sustainablify and wherever possible purchase products and
services that have the least impact on the environment

= Assess the environmental impact of any new equipment, process or product we intend
to introduce in advance

s Ensure the effective implementation of environmental policies and procedures by
providing appropriate information and training fo our employees and encourage their
participation in environmental improvement activities

s Establish environmental targets and oblectives and report our perfformance against them

=» Address complaints about any breach of our Environmental Policy promptly and to the
satisfaction of all interested parties.

s Occupational health and safety hazards idenfifications
detemining confrols.

b
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4. OUR PEOPLE

Al Ferozel888, we know that cur people are fundamental to our success. We belleve that
championing equality and diversity, and invesfing in welfare and development are the keys fo

creating a workplace that our people feel proud of, where they feel valved and empowered
to give their best at all fimes.

Our Commitment

» Give equal treatment to all cument and potential employees, regardless of gender, race,
disability, religion or belief, age, mamriage or civil partnership, pregnancy and maternity or
paternity.

» Provide suitable fraining and development opportunifies and support.

a Provide a framework for regular employee reviews with thelr line manager.

a Provide sultable working environments in accordance with our health and safety policies.

= Take a "zero tolerance"” approach to dealing with bullying and harassment in the workplace.

= Maintain and enforce robust disciplinary procedures to ensure the fair treatrment of all
employess.

s Maintain robust procedures with regard to grievances and whisfieblowing, and promote
the appropriate use of such procedures in aon open and fair manner.




s Provide appropriate remuneration and benefifs to every employee.

s Provide appropriate support for employees suffering fromn medical conditions, and assist
with managing their retum fo work.

s Ensure all amployeeas are aware of their responsibilities with regard fo haalth, safety, quality,
environment and all other procedures,

s Comply with both the spirt and the lefter of all relevant employment law.
= Ensure that the company values are understood and adopted by dll.

n Provide every employee with a handbook which clearly sets our standards of behavior,
and company values and rules.

5.EDUCATIONAL & CAPACITY BUILDING

At Feroze 1888, we know that education i a key to the success of our natfion as a whole. We
believe in our active role and responsibility towards providing better education facilities to our
communities and investing in education support programs.

Qur Commitment

n Support and promote our employeeas, thelr children in managing their educational expenses,

» Extend owr financial support to deserving stfudents in the universities o enable them to
complete their education. We would also provide them with intemship opportunities to
gain exposure of professional working environment.

» Extend support to universities by sponsoring the career fairs and helping them fo connect
with the industry for future employability.

s Collaborate with universities, colleges and schools to mentor the students on the life ethics
and values and how they can prepare themselves for the corporate world.

A
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6. ETHICAL TRADING

Al Ferore|888, we are committed to frading in a fair manner with all of our customers and
supplers. We fake our legal and moral obligations very seriously in working fo prevent acts of
bribery, anti-competitive behavior, modern slavery and lllegal frading.

Qur Commitment

= Fair & Honest Dealing
Fair dealing with colleagues, shareholders, customers, suppliers and compeatitars.

= Compliance with Laws, Rules & Regulations

= Conflicts of interest:

Avolding any relafionship, acfivity, or ownership that might create a conflict between
personal interests and the interests of the company.

= Protection & Proper Use of Assets & Resources:
Presarving and profecting the company assats and resources and fo ensura
their efficient use, and only using them for legitimate business purposes

= Maintaining Confidentiality of Information:

Protecting all confidential information from unauthorized disclosure, including customer,
supplier, business partner and employee data.,
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Visionary Leadership unlocks the true potential in people to excel
and outshine. Big results require big ambitions and great things
never come from comfort zones. Big ldeas come from forward
thinking people who challenge the norm, think outside the box
and invent the world they see inside rather than submitting to the
limitations of dilemmas.
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Chairman's Review

It gives me great pleasure fo communicate with our volued members and stakeholders to present
the Annual Eepart lor the yvear ended June 30, 2017, o apprize them on the overall performance
of the Board ond effecliveness of the role played by the Board in achieving the Company's
objectives.

On beholf of the Board of Directors, | welgomea Mr. Rehan Rohman, as Chiet Executive of
Farcze]l 888 for his second farm and congratulate on his re-appointment, The Company has
progressed well under his leadership and | look forword the Company reaching new heights of
succass in fulure as well, | also welcome on beard Ms Huma Pasha, Mr. Asirm Shabbir Patka and M
LUsoma Rahrman and am confident that they will put their best effort o add value to the existing
practices in the Company with thelr immense espenence. | would like o place on record fhe
immeanse confribution of the outgoing Directors Mr. Abdul Rehmaon Yagub and Mr, Anas Rahman
during their tenure.

The Board exercised its professional dufies with integrty, honesty and diligence. |, as Choirman of
the Board, ensurad that the board meafings are hald in a congenial afmosphera focusing on
achieving the goals in the best interest of the Company.

Year 2008-19 was g histonc yvear for Fercze 1888 Mills Limited. The Company posted highest ever
profit after bax of Bs. 59920 million ogainst profit ofter tax of RBs. 2,752 million posted last vear. Despite
rmany challenges on the economic and business front, the Company remained able to ocutperform
owing to the pemistent and diligent efforts of the Board members and Company's management,
The Company strengthenad s market leadership by focusing on maintaining quality, confinued
invesiment in copacity and operalional excellence,

During the year, the Board of Directon focused on the future strategy and set the financial and
operational targets. The Board regularly trocked the progres:s against the budgeted targets. The
committeas of the boaord worked diligently and focused on theair terms of reference during fhe vear
under review, The Board has camied out a review of its effectiveness and perdormonce which is
satisfactory. The Boord evaluation during the vaar 2018-1% robustly considered all aspects Including
the perfarmance of ndividual Directors, Boord Committess and the Board as o whole ond | am
happy to report that vyour Board continues fo funclion effectively ond is focused on pricrties for the
Company's business.

| am extreamely grateful o fhe untiring confribufions of my fellow Booard members which led to fhe
growth in Feroze1888°s profilability. exceeding the Company targets. Going forward, pessistent
pricing prassure, devaluation of PER, extension of ad-haoc levies, Increase in gas cost ete. confinue
to pase nsk to the Company's profifability. Fovorable governmmental policies are, therefors,
impearative for sustained growith of the taxtile industry. The Board also remains focused on increasing
the shoreholders’ value through efficiency enhancement and locol & offshore diversification
initiotives and enduring contribution of the Company towards its Corporate Social Responsibility
and Sustainable development,

Jonathan R. Simon
Chairman and Director
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CEQO’'s Message

ASSALAM - O- ALAIKUM

The year 2018-17 has indeed been a rewarding business penod for all the stoke holders- of
Feroze 1888 Mills where every team member has tndy lived up to the aspiration of taking the
company d step ahead in matenalizing the vision of being the market leader. The yvear despite all
the eccnomic turmoll, palitical uncerainties and global trade modalities ups and down could not
hobd us back and with fhe consstent and resilient determmingtion, Feroze 1 B8B was successiully able
tao sustain its markel presance,; enhance customer delight and improve tha quality of its products
and services.

The results we hove achieved are self-explanatory as we chose the financial year 2018-19 at 5.9%
billion offer tax profit. Export proceeds fouched a new benchmark of UsSD 210,04 million for the first
time in the business history. Our nel lumover increased by 34% to PERE 29,244 million.and in USD terms
it 5 increased by 9%,

We sirongly believe In Excellence being the core foundation of all that wea do. The growing
compefition and incredse in the vargible cost demaonds that operational efficiency B maintained
throughouwt the production cycle and ather areas of business: For this purpose, we have faken
rigorous steps to remain cost efficient without compromising the guality of our products and
services by investing in product development, improving internal efficiencie: through eptimization
of manufacturing processes. cost rationalization, technological advancements and our
employees’ skills enhancement both at professional and personal leveal, We further remain vigilant
to impreve our custormer relationships and adapt fo the frequently changing markets dynamics.

The fufure looks promiking: the Company has envisioned and |aid the foundation for long term
sustainable market leadership by investing in improving the guality of products further, exploring
new horizons for plocing the products, upgrading our systems as per new technology and last but
rot the least anhancing the skill set of our valvable employass.

I am cpprecialive of the frust, confinuouz support and guidance from the Board members and |
can assure them fhat the roadmap for success ot FerozelBEB Mills will be achisved this year and
wie will InshaAlich set o new business bench mark aso.

I would alsa ke o express my sincere gratihedes 1o gl my cusiomerns, shareholders, business partners
and my enfire team, who have paftronized Feroze | BER |n the past and continue to do so foday. |
look forward fo the upcoming years with more enthusiasm and confidence to uphold our brand
pramise of ultimate quality, reliakility & InshaAlloh an exponential business growth.

Rehan Rahman
Chief Executive Officer
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Directors’ Profile
MR. JONATHEN R.SIMON Chairman / Non-Executive Director

Mr. Simon has over 30 years of experience in the Home and Commercial textile industry and
is Chief Executive Officer of 1888 Mills, LLC. USA, Chairman of Ferozel888 Mills Limited
Pakistan. He received his education at Indiana University, BS in Business Administration and
Management and at the University of Chicago Booth School of Business, AMP.

OTHER DIRECTORSHIPS

Chief Executive
1888 Mills, LLC

MS. HUMA PASHA Independent Director

Ms Huma Pasha s g Fellow of the Institute of Chartered Accountants of Pakistan {(ICAP). a
Certified Internal Auditor, a Cerdified Intermal Confrol Auditor and carries a Certification in
Risk Management Assurance. Huma hos cullivated her professional career by working in
London, UAE, Bahrain, Stanford {USA] and Pakistan for various glebal institutions including
Citibank, Hub Power Company and the Dawood Hercules Group in several management
capacities. Cumrently she Is working as a Senlor Parfner at Usmanl & Co an all-female lead
accountancy firm. She Is a vibrant frainer at well-reputed educational & business forums
across Pakistan including ICAP, IBA, 1A and ISACA and regulary conducts Directors Training
Programs for Board and covers variety of subjects such as Board Governance, Risk; Strategy,
Board Performance / Evaluation as well as Board Ethics. Huma is certified director and
cumently serving on the Board of Hi-Tech Alloy Wheels ond Feroze 1888 Mills Limited.

Huma believes in empowerment of women and as the first Chairperson of the Chartered
Accountants Women's Forum of ICAP she |oid down foundafion for all CA Women o follow
the path of professional excellence and has created many cpportuniiles for networking and
professional grooming. Huma has served as the President of 1A Karachi Chapter. the
President of ISACA Karachi Chapters as well as was on the Quality Assurance Board of ICAP,

OTHER DIRECTORSHIPS
Director

Hi-Tech Alloy Wheels Ltd
Medical &id Foundation
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MR. NASIM HYDER Independent Director

Mr, Masim Hyder has over 30 years of experience in accountancy, audit, tax, corporale
affairs and consulfancy as a partner in practice with Ernst & Young. An exemplary in Pakistan
on faxation, he was actively involved in policy matters regarding fax legislations and has
served a number of prominent industrial sectors in tax services besides being the tax advisory
for various local & global cllents of Ernst & Young. Served as the president of the Institute of
Chartered Accountant of Pakistan (ICAP). he has been an eminent member of varous
commitfees at ICAP and CAPA.

OTHER DIRECTORSHIPS

Director
The Indus Hospital
Cirix Leasing Pakistan Ltd

MR. HH&LEEOUQ RAHMAN Non=executive Director

hr. Khaleequr Rahman is in textile industry for more than four decades. Belonging to a family
In business for generations, he was made part of business during his educalion days and
starfed to learn and understand the texfile and other family businesses, With the broadening
of experence and exposure, his role was enhanced over time and ultimately assigned the
responsibility to lead the business. After assuming of role he strongly emphasized on change in
culture, adopting and practicing the more proven technologicol advancements and made
all his efforts to adopt good practices, and Infroduced the culture of high perfarmance with
maximum economization. With his visionary and leadership copabilifies and foresightedness,
he not only enhanced the volume and profit by many folds but the company also on
sustginable basis fo rank as the laorgest in the Country. He is an individual who Is highly
respected in the Texfile Industry for his professional acumen, vision and innovations. He s clso
a Cerlifled Director by the Pakistan Institute of Corporate Govermnance.

CTHER DIRECTORSHIES
Chief Executive Director
ARS Impex (Pyt] Lid The Indus Hospital
CPLC — CRC S5G5. Karochi
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Directors' Profile

MR. SHABBIR AHMED Mon-executive Director

Mr. Shabbir belongs to a family who has diversified stake in industries, trode and commerce
far many decades in Pakistan and he himsell & engaged in similar activities for almost 45 years
both independently and in joint ventures and in partnership with ofther family members as well
a5 ofher business houses and Individuals. In addition to trading/commercial aclivities he has o
substantial stake in texlile sector and is involved in the overal management as Chief
Executive and Director, He fravels extensively for updating on advancement in textile sector
and for exploring export markets, contract negaotiation and customer retention. Mr. Shabbir is
very much respected in the business community as well by banks and financial institutions os
man of commitmenit.

OTHER DIRECTORSHIPS

Chief Executive
UTI Industries {Pvt) Lid

MR. PERWEZ AHMED  nNeon-executive Director

Mr. Perwez Ahmed's career began nearly five decades ago and his assoclation with
Feroze 1888 is from the beginning as he is among the founding members of the company.
Civer the span of his professiondl service has prover his expertise In strategically leading the
business with a strong acumen in finance, sales, marketing and general managemeni,. Mr,
Perwez is very acfive in the textlle community o date and has represented the company in
various associalion & forums over the yedars. He has very slrong Inlerpersonal &
communication skills and is presenfly involved in philanthropic activities as well,

OTHER DIRECTORSHIPS

Chief Executive
MEM Impex (Pvt.) Ltd
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MR. USAMA REHMAN MNon-executive Director

Mr Usama Rehman graduated with a degree in Textile Science and Technology from the
University Of Manchester, He has worked in various sectors through his career including
Livestock, Health, Microfinance and Agriculture with particular interest in Modern Agriculiure.
A vivid reader, Usama believes in empowerment of the youth through education and is
involved in various capacities to improve education standards for the underprivileged with
focus on schools in rural areas. He is also an Independent Director on the board of PATH
Education Sociehy.

Usarma is a Certified Director from the Pakistan Institute of Corporate Governance.

OTHER DIRECTORSHIPS
Director

Liv Pharmacaceuticals [Pvt.) Ltd
Johanmacia Phar (Pvt.) Ltd
Friedden Management (Pvt) Lid

ASIM SHABBIR PATKA Non Executive Director

Mr Asim Shabbir Patka is a seasoned businessman with investments in textile, real estate and
the stock market and has more than 18 years of indusiry experience.

Asim is presently running a textile garment unit. He is g director ona govemment trade body
FPCClcommittee. He is a philanthwopist and belileves in giving back to the society. A visionary
and a strategic thinker, he has good leadership skills and leads effective teams in order to
reach the desired goals.

Asim is a certified director from the Pakistan Institute of Comporate Govermnance.

OTHER DIRECTORSHIES
Director
LTI Industries (Pt} Ltd
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Directors’ Profile

MR. REHAN RAHMAN  Chief Executive Officer

mMr. Rehan Rahman 5 the Chief Execufive Officer of FeroczelB888 Mils Limited. He was
appainted in April 2014 as CEC and upon completion of the first ferm was re-appointed for
the second term effective April 2019. He brings with him an extensive and cross functional
hands on experience of over 15 years in Feroze 1 888.

Mr. Eehan was a key persaonna| in the change management process from 2010 fo 201 2 when
acquisiion and merger with Nakshbandi Industries Limited (NBIL) tock place. He was
appointed as CEQ MNBIL and effectively enabled q sick unit fransfermed into a gradually
recovering unif,

During his tenure as a CED of Fercze 1888 Mills since April 2014, the Company has withessed
many milestones belng achieved: be its business generalion, capacity enhancements, HR
development programs or winning multiple awards.

Al personal front, he & keen to invest in his own professional grooming. He 5 g Cerlified
Director from Pakistan Insfifute of Corporafe Govermnances and attends varous fechnical
and leadership seminars and workshops on regular basis.
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DIRECTORS
REPORT

The Directors of Feroze 1888 Mills Limited (‘the Company) are
pleased to present the Audited Financial Statements along with
auditors' report thereon for the year ended 30 June 2019.

87



88



“ 4% Feroze1888 Mills Limited

PAKISTAN'S ECONOMIC OUTLOOK

Uncerfain economic condifions dominated during the financial year 20158-1% globally due fo the
overall sliowdown of word's economy on account of growth-trade dispute between USA and
China over tariff policy and impact of Brexit. This overall global slowdown coupled with recent
power fransition in Pakistan and post-election havoc, impacted Pakistani economy adversely
which lead to decling in business confidence and financial stability indicators.

Pakistan's economy has experienced frequent boom and bust cycles. Typically, each cycle
comprised of 3-4 years of relalively higher growth folowed by o macroeconomic crisis which
necessitafed the stabilizafion programs. The inakility to achieve sustained and rapid economic
growth is due fo structural issuss which require effective monatary and fiscal measures lo achisve
macroecaonomic stabiity. There have been uncertainties during the year mainky due to abrupt
devaluation of rupee; the discount rates hike which resulted in an increase in inflation. Alter receipt
of financial assstance from friendly counmmeas, recent MOU's being signed for Foreign Direct
Ivestments ond the IMF bailout package, it s expected thal the economy now find ils way
towards gaining momentum. The cument account deficit has narowed to W% 12.7 billion in Jul-kMay
of fiscal year 2018-1¥ comparad to a deficit of USE 17.9 billion durdng the same period last yvear
registarng o fall of 29.3 percent. This improvement was pnmanly driven by import compression and
healthy growth in workers' remittances, Expaort volumes have been growing even though export
volues have remained subdued due to a fall in unit prices as also expernenced by competitor
exporting countries. Future developments in export performance will alse depend on growth rates
of our frading pariners and progress in alleviating domestic structural impediments. GDP growth
rate for FY 2019 remains at 3.3%.

TEXTILE INDUSTRY OVERVIEW

Textile indusiry confributes 57% percent of total export volumes and 8.5% of the GEP of Pokistan.
Annual Expart figure closed last fiscal year at}s Bilion out of which :13.53 Billion was from Texdiles.
&g reported by Pakistan Buraau of Stafistics fotal fextile exports remained $ 13.2Z2 Billion for 11MFY 19
os comparad to $12.33 Bilion in fhe same period last year. Out of which $731.324 million consists of
towel export comparad to $737.151 milicn tor same perod last year.

The performance of taxtile sacior remained under strass during first threa guarters of FY2012 as |t
declinad by 0.2 percent agains! meager growth of 0.5 percent durdng the samea peaerdod iast yeor.
The textile axport data is relatively encouraging on account of its wideranging coverage than the
Lam diata as In additlen o catton yarn and fabrcs, italso Includes the higher value added items like
hasleny, knibwearn fowels aond readymade garments, Cotton preduction declined by 17.5 percent,
as compared to last vear This prevented the fextiie sectar from taking full advantage of the recent
bouts of exchamge rafte depreciation, o exports barely grew: from last year's level, Higher
production costs, especially the high cost of electicity, imparied machinery and labar cost, amid
depressed prices in-the infemational market, have eaten info the margins of the indusiry. The
govemment degision to bring five zero rafed sectors under standard sales fax rate of 17 percent
frovmm Jisly 1, 2019 may lead o 30-30 percent decline in axports. Disconfinuation of no paymant no
refund regime may jam up the exporters” liguidity. However besidas all this, the recent development
in Pak-Ching FTA revision will likely be baneficial inincraasing textile exports given that thara is finally
duty frea gocess lor Pakistan's exports In key segments much like ASEAN counfrias.
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But skill development, modern produchion technigues, product diversification and new market
developmen! strategies nead to be rolled oul by major textile players.

FINANCIAL PERFORMANCE OVERVIEW

2018-1% has marked a new aspration for the Company as it withessed the significant developments
in the history of the Company, Ferozel 888 achieved a new benchmark in ferms of highest ever
export sales revenue, which exceeded USD 200 million moark for the very first fime and stood at USD
210:04 milion i.e. Bs, 28.552 Billon, 9% higher than last year in USD terms and 34,6% higher in Rupee
terms. Profit before and after tax increased more than twofold that is remarkable. With a persistent
focus on the boase business, Feroze 1888 is poised to continue with legacy of growth through its
commitment o excellence, beliegve in quality ond adherence to customer expeactations.

A5 I 000 A5 In 'O

Prodit and Lose Sccount for the Year Ended, Statement of Finanisl Pocition A5 AL,

June 19 Rimpe M01E Juine 2015 e 2018
Sales- nat MIAIEAT | 71,775,447 Progerty, plant and equipment 13,458 882  10.B45078
Cost of sales (1606821} {16,350429) Stock in trade 6411087 3,892,270
Gross profit 7,637,726 4 875,018 Trate debts T,629.994q 5,191,452
Agmin, distribution and other (3,309,250) [2,633811) Advances, deposts, prepaymenss and ather 1,604,581 2,143,315
ERPENIES recevib by
Cither incame 2,048 510 T18.471
Fimarice cast [155 592 85, 729) Share capital 3,768,009 3. 68009

{L416,632)  [2,000863) Resardas 16,335,840 12,393,195
Prafis bafore taxation 8,221,094 2,804, 149 Trade and ather payables 4,910,588 3,701,519
Tawathon {231,284] {52,052 Shiort term borrowings 6,191, 00 2,550,000
Prafit adter faation 5. QEG,B10 2,352,097
EFS 15.90 T30

Despite growing InCalionary pressures from rising Input costs, hike in ullities' prices along with
depressed aconomic environmeant continued o posa challanges for industrial production in fhe
country, we at Feroze 1888 managed to not only sustain but to outperform during the year. Our
Contfinvous Improvemeant and Cost Smart initiatives are delivering substantial savings for the
business: FerozelB88 ako confinues to invest in capacity enhancerment, new and efTciant
technclogies and raiing the bar of skills sef of s humon resource, thus mesting the present and
future requirements. We confinue o colioborate and leveroge from the capabilities- of owr
employees, contractors and suppliers to fuldll the regquirements of our customears. The eveniual
target has always been to create better vatue for cur customers and shareholders.
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STATEMENT UNDER CODE OF CORPORATE GOVERNANCE

The Board of Directors is committed to Good Corporate Governance and complyving with relevant
principles of Corporate Governance, As required under Code of Corporate Governance, the
Directors are pleased to report that;

m The financial stotements present famy the state of affors of the Company. the result of its

operations, cash flows and changes in equity:

B Proper books of account of the Company have bean mainiained;

8 Approphate accounting poficies have been consistently applied in the preparation of the financial

staternents, & accounting estimates are based on reasonable and prodent judgment;

B [ntermafional Financial Reporting standards, as applicable in Pakistan, have been followed in the

praparation of financial staterments.

B The Boord of Drectors understands its responsibility ko ensure that adequate and effechive internal
nancial confrods are in ploce. i evaluates the compliance of internal control by reviewing the
internal audit reports of infermal oudit department, which regularly reviews the design and
effectivenass of confrols, Delcencies, it any, are reported fo the board and camective aclions ang

taken,
B There s no significant doubt regarding the Company's abllity fo confinue as a going concern;

B There has been no matenal departure from the best practices of Corporate Governance:

R We hove an Audit Committes, the members of which are from the Board of Direclors and the

Chairman is an independent director.

8 The agppoinfment of Chairman Board & other members, the terms of their appoiniment & the

remunearation Policy [Director's fee] adopled are in the best inferast of the Company as well as in

ine with the best practices.

N The disclosure of fhe remuneration of the Chief Executive and the Directors is coverad under Note

29 of the attached financial statemeants,

The Board has formed the folowing fwo committeas with defined terms of reference:

® Boord Audit Committee (BAC): met 4 times during the vear;

® Board Human Resource & Remuneration Committee [BHRARC); met 2 times during the year.
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COMFOSITION OF BOARD OF DIRECTORS

In line with the reguiremeants of the Code of Corporata Governance, the Company encourages
representation of independent and non-executive directors, as well as gender diversity on its

Board.

The curentcomposifion of the Board as.at June 30, 2017 5 as folkow:

Tatal Humber of Directors | NMumber C-:::mp::usl’rln;:n sl
Independent Directors 2
Male 3]
Other Mon-Exacutive Directors &
Female l : -
Executive Director 1

ATTENDANCE OF BOARD MEETINGS

During the year under review, sixk Board of Directors meetings, four Board Audit Committee
mestings and two Board Human Resource 8 Remunsralions Commiltee meelings were held.
Attendance position s as under;

Name of Directors DraeM. |6 armiies: | “Ramanesios Commitas
p Rhaleequr Rahman® 6/é 474 1/2
M. Shabblr Abrred* &b B 1/2
Mr: Albdul Rehman Yooulb 2{& B A A
Mr. Perwez Ahrmed 514 474 M A
Mr. Jonathan R Simon &/l N/M N/M
Mr Masm Hydar T 474 242
Mr. Anas Rahman® 2/ MM 1/2
M3, Huma Posho™** 414 1/4 172
Mr. Asim Shabbir Patka 4/4 MM M/
M. Usarma Rehrman 4/6 MM MM
Mr. Rehan Rahman CEQ b6/ 44 M/

MM Mot g Member
E bir. Khaleegur Rabhmanand k. Anas Rabman refired on December 23, 2018 from Board Heman
Resource & Remunaeraticn Commiftes membarship.

=* MAL-Shabbe aAhmed nominoted as member of Booand Human Besource & Remuneration
Committes in oard meeting held on Fekbvuarny 23, 200179,

=% s, Huomo Pasha nominoted as member of Board Humon Rescurce & feamuneration Committes
and Board Audil Commiites In bodard meeting held on Felnuory 23, 2017,
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CHANGES IN BOARD OF DIRECTORS

Mr.Abdul Rehman Yagub and Mr. Anas Rahman retired on December 23, 2018, Ms. Huma Pasha,
Mr. Asim Shabbir Palika and Mr. Usoma Rehman were elected on December 15, 2018 al EOGM.

ROLE OF CHAIRMAN OF THE BOARD OF DIRECTORS

Chairman acts as the custedian of the Company on behalf of the Boaord and stakeholders. The
primary role of the Chaiman is to ensure that the Board of Direciors remains effective in its tasks of
setting and implementing the Company's direction and strategy. The Chairmon is responsible for
assessing and making recommendations regarding the effectiveness of the Board, the committess
and individual directors in fulfiling fheir responsibilities, inciuding avoidance of conflicts of interast.
The Chairman shall ensure that good relations are maintained with the Company's strategic
stakeholders and their trust and confidence is maintained in the Company.

The Chairman represents the non-execulive directors of the Board and |5 enfrusted with the overall
supervision and direction of the Board's proceedings, and has the power to set the agenda, give
diractions and sign the minutes of the Board meetings.

ROLE AND RESPOMNSIBILITIES OF THE CHIEF EXECUTIVE OFFICER

Chief Executive Officer is an executive director and responsible to oct os the Head of the
Company. CEQ has the prime responsibility of driving for achievemeant of the Company’s vision,
missian and its long ferm goals. He acts as a link between the Board and management of the
Company and communicates with the Boord on behaolf of the manogement. The CBED s
responsible for doy to doy management of the Company’s affairs and executfion of long ferm
strategy, plans and budgets to increase shareholders' value,

CEQ also represents the Company to shareholders, govemnmment authorities ond the public. He is
the leader and decision maker who motivates employeess, drives change within the Company and
takes decisions to achieve targets. CEQ ensures that the Company complies with all relevant lows
and corporate governance prnciples and fthat these principles are recommended fo and
adopted by the Board fo mitigate key risks. CEQ also sets the ethical tone in providing ethical
leadership and creating an ethical environment.

PERFORMANCE EVALUATION OF THE DIRECTORS ON THE BOARD

Complying with Code of Caorporate Governance, 2017 the Board has approved a comprabeansive
mechanism for evaluation of ifs performance. The Company has introduced a questionnaire
covering the Board's scope, objectives, function and Company's performaoance and monitoring. All
individual Board rmembers answer the comprehensive questionnoire focused on evaluating, from
various angles. whather the Boord has discharged its dufies diligently and with foresighl. The
Chalrman of Board collates individual responses and presents them to the Board. This exercise
dilows the' critical self-assessment of the Boord 1o evaluate s’ performance and overall
effectivensss in sefting strategies. devising control processes, assessing market frends by monitoring
micro and mocroeconomic factos and setting standards to respond the adverse unforeseen
situations ta further the couse of a learing organization,
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This proceass also ensures that the Board & constanthy growing intellectually and the responsibility of
stearing the Company to new heights of success is discharged effectively and efficiently.

PERFORMANCE EVALUATION OF THE CHIEF EXECUTIVE OFFICER

It has been a regular practice of the Bodrd Members to evaluate the performance of the CEO and
their recommendalions are put foraard to the Chaiman. The performance of the CEOQ is
evaluated on the basis of both qualitative and quanfitative attributes, including but nof imited to.
overall company’s inancial performance, goal selting, leadership complance, effectivensss of
Intermal Control System and Govemance.

POLICY ON NON-EXECUTIVE AND INDEPENDENT DIRECTORS' REMUNERATION

In order fo enhance value creation, FerozelB888 haz implemented an independent, formal and
transparent system for fixing Directors’ remuneration to attract well guolified ond experenced
Directors. The system is n compliance with legal requirements and it i= ensured that remuneration is
not at a level that could be perceived o compromise the independence of non-executive
Directors. As per the reguirements of regulatory fromework and internal procedures, these
rernuneration packages are subject to prior approval of the Board and no Director is involved in
deciding thair. own remuneration.

DIRECTORS' TRAINING

lhe directors of the Board ara well aware of their duties and responsibilities as oullined by corporate
laws and listing regulaficns. In compliance with the provisions of the Listed Companies {Code of
Corporate Govemance| Regulations, 2017, eight of our directers have alfended and completed
the regquired Directors’ Training.

RISK MANAGEMENT FRAMEWORK

The Company's businass activiies expose [t 1o a varely of financial risks Le, market risk, credit rsk
and liquidity risk. The Company's overall risk monogement focuses on the monogement of
unpredictability of financial markets and zeeks to minimize potential adverse effects on the
Company's financial perfarmance.

A) MARKET RISK:

The company s subjact fo rsk of changes in prices of its primary raw maternals i.e, cotton & yam. This
iz managed by planning stock levels and purchasing through various sources at time and intervals
found appropriate.

B} CREDIT RISK:

The company & exposed to the risk of default of receivables against its sales. This is monoged
through proper due diigence of customers to whom credit is extended. The Company seeks fo
minimize the credit risk exposure through having exposures only to customers considered credit
worthy and obitaining securities wheara applicabie:
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C) LIQUIDITY RISK

The Company applies prudent iquidity risk management by maintaining sufficient cash and the
avaitability of funding through an adequate amount of committed credil facliities. The Company
has arranged working capital with varous banks to cater the mismatch between receipts of sales
and payments for purchases, meed its obigations and ensure normal business operafions.

The Company's board of directors and senior managemeant oversee the management of the
above risks. The Company’s senior management provides policies for overall risk management and
for covering specific arecs as use of financial derivatives, inancial instruments and investmeant of
excess liguidity. It is the Company's policy that no trading in dervatives for speculative purposes
shall e undertaken,

SUSTAINABILITY AND CORPORATE SOCIAL RESPONSIBILITY

Qur C3R commitment s iInspired and govemed by our desire to credfa an environmeant inwhich we
contribute to build a Sustainable Companrny. We seek to act responsibly ineverything we do. We are
committed to responsible business practices, both within the company and throughout our chain
of partners and suppliers. We have embraced our responsibility to build the communities we serve,
aven as we respond fo an ever-changing business and regulatory environment. Qur pamary C5R
tocus areas are;

B Egucahton

8 Health, safety and ervironment

B Conservation of resources

B Gualty of business processes

® Caopacity building and Human Resource Development
® Business ethics and anfi-comuption

Throughout aur growth strategy, sustainable operafions remain at the core of our business
philoscphy. We confinue fo work with our stakeholders in different areas and sirive to decrease our
corbon footprint through inclusion of world chass envionmental standards throughout  our
operations. We are proud of our commitment to environment and sustainakbility, health and safety,
quality of our operations and our people.

APPOINTMENT OF AUDITORS

The auditors M/fs Emst & Young Ford Rhodes, Chartered Accountants, refires and being eligible,
have offered them for re-oppointment. The Audit Commiftee has recommended their
re-gdppointment as guditors of the Company for the year 2019-20.

PATTERN OF SHAREHOLDING

The pattem of sharehotding as at June 30, 2019, required under the Companies Act 2017, and the
Code of Corporate Govemance, is annexed to this report.
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DIVIDEND AND APPROPRIATION

During the year, an interim dividend of Bs. 3 per share @ 30% has been declared. In oddition to this,
keeping in view the financial results of the Company, the Board of Direclon of the Company has
proposed o final cash dividend @33.5% l.e.. Rs, 3.35 per share for all shareholders of the Company.
This is to be approved by shareholders in Annual General Mesting of the Company.

SUBSIDIARY COMPANY

Dunng the vear, the shareholders of Ferozeldds through special resclution in annuwal general
meeting held on Cctober 27, 20018, appraved the voluontary winding vp of its subsidiarny, Xublimity
(Frivate) Limited, a subsidiary company with 76% sharehoiding of Feroze 1888 Mils Limited, and in
this respect a liquidator was appointed with effect from Movember 05, 2018, All the relevant legal
formalities ond filing regquirements as required under the Companies Act, 2017 were fulfillad on
tarch 29, 20172, The same has been acknowledged and registerad by SECP throuah letter dated
Aprl 18, 2017 and subsidiary company, Xublimity [(Privale] Limited. shall stand dissolved after 20
days of the sald letter,

FUTURE OUTLOOK

The economic cullook in Pokistan B challenging, and it encompasses significaont downside risks,
Growth is projected to decelerate in FY1® and FY20 as the government tightens fiecal and
monetary policies. As macreeconomic condifions improve, and a pockage of sfructural reforms in
fiscal maonagement and competitveneass s implemented, growth s expected to recover from FY 21
onwards. Together with the mocroeconomic adjustments, there is an urgent need to implement
structural reforms to support the growth rebound. Reforms to put the country on a stable growth
path inclede increased exchange rate flexbility, improved competitiveness and lower cost of
doing business. On the revenue front, reforms to Improve tax administration, widen the lax base
and faclitale tax compliance are crifical.

Recent Trade war betweaen USA and China together with protest against low wages in Bangladesh
is blessing in disguisa for value added segment of Pakistan, as buvers of fexfile products across the
globe are thinking to diversify thair supplier countrias. This is a high fime for textile sector in Pakistan
to shift fowards value addead products to get more share of export with better marngins.

ACKNOWLEDGEMENT AND APPRECIATION

At Ferora 1 BES, our strategic and enduring relationship with the customers is our asset, Dur customer
focused mindsat 5 the main spiit behind meeting new challenge: and achieving axcallance in
customer expenence, We ako believe that adherence o our core values is vital for susfainakle
business succeass and confinuous improvement. Our values absways remain an essential part of our
culture.

We are proud of our commitment to excellence in product safely, guality and providing value
added solutions to our customers to grow our business and susfain customer conlldence., We
acknowledge and appreciate the efforts of the emplovees and valvable support of cur customers.
financial institutions, shareholders and members of the board of directors.

for and behave of the board of directors

REHAN RAHMAN ASIM SHABBIR PATKA
CHIEF EXECUTIVE OFFICER DIRECTOR
KARACHI

[HeFE - 04 SEFTEMBER, 201%
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S 4% Feroze1B88 Mills Limited

GOVERNANCE FRAMEWORK

The term 'Corporate Governance’' refers to a system of Company's managemeant that
focuses on responsibility, transparency and sustainable value creation. It encompasses
the management and monitaring system of the Company, Including its organization,
business principles aond guidelnes; s well os internal and exfernal control and
menitoring mechanisms. The governance and confrol of Ferozel888 s cammied ouf
through number of corporate bodies. At the general meetings. the shareholders can
exercise their voling rights as mentioned in statutory laws. The Board of Directors s
ulfimately responsible for organization and monitoring of the Company's operations. Thea
duties of the Board are partly exercised through Audit Committes and Human Resource
and Remuneration Committes.

In addition, the Board is responsible to appoint the CEQ of the Company. The CEO is
in-charge of the day to day alfairs of the Company in accordance with guidelines and
instructions provided by the Board.

Division of responsibilities and duties between the shareholders, the Board and the CEO
are regulated infer alic by the Companies Act, 2017, the Company's Arficlies of
Association, the Corporgte Financial Reporting Framework of Securities and Exchange
Commission of Pakistan and the Listed Companies (Code of Corporate Governance)
Regulations, 2017.

Our Governance strategy Is fo ensure that the Company follows the direction defined
by its Core Values, current regulatory framework and global best practices. Our
approdach ftowards corporate governance ensures efhical behavior, transparency,
accountability in all that we do and to attain a fair value for the shareholders.

Al Board of Directors and Committes meetings are held in Pakistan. Chief Executive
Officer (Executive Director) of the Company does not serve as non-executive director
on board of any other Company. Composition of Board of Directors, atfendance af
Board and Committee meetings, changes in Booard of Directors, roles and responsibilities
of Chairman of Board and Chief Executive Officer, performance evaluation of the
directors and Chief Executive COfficer, remuneration policy of non-executive and
independent directors and directors’ training details are part of Directors’ Report,

Living up to its standards, the Booard of Directors has, throughout the year 2018-19,
complied with the Code of Corporate Governance and the Financlal Reporting
fraomework of Securities and Exchange Commission of Pakistan (SECP). Detailed
staternent is part of Directors' Report,
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BOARD COMMITTEES BRIEFS/ TORS

Following Commitrees were constifuied to work under the guidaonce of Boord of
Directars. Detalls about their compaosition and terms of reference are indicated balow.

i) Audit Committee
The audit Committes of the Board of Directors of Feroze 1888 Mills Limited shall assist the
Board of Directors in the oversight of:
al) The integnty of Financial Statements of the Company;
) Effectiveness of;

i] External Audit, with respect to the appointment of, rotation, gualification and

independence of External Auditors and the conduct of Audit;

i1} The systern of Internal Control;

] The Internal Audit Function;

iv] The compliance, including compliance with legal and regulatory requirements.
It consists of four members including its Chairman. Two members are non-executive
Directors, while chairmaoan and one member of Committee are independent Directors
including a female director. its meestings are held in every gquarter for reviewing and
recommending the Company's Fnancial Statements. In addition, the Board can
convene g special meeting of this Commiftee to discuss any special agenda. Detail
regarding attendance of committea meeatings i5 disclosed in Directors’ Repor.

Terms of Reference

a) Financial Reporting:

Review of quarterly, halt veary and annual financial statements of the Company, prior
to thelr approval by the Boaord of Directors, through discussion with Management and
External Auditors (where relevant) focusing on significant financial reporting issues and
judgments, sufficiency of disclosuras Iin compliance with regulatory framework,
significant gudit matters and disclosure of related party fransactions.

b) Internal Controls and Risk Management:

B Determination of appropriate measures to safeguard the Company’s assets.

m Ascertainment of the adeguacy of the internal control systems including financial and
operational controls, accounting systems for timely and appropriate recording and
reporting structure,

B Eeview of the effectiveness of the Company's internal controls and risk management
systems.

B Eeview of Compony policies and amendrments thereto.

B |nternal Audit Reports

c) External Audif:

B Consider and make recommeandation to the Board an the appointment and removal
of external auditors and their audit fees.
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c) External Audit:

B Facilitate the external audit and discuss major observations of the auditors arising from audits and
any other matters that the auditors may wish to highlight.
B Review Management Letter issued by the external auditors and management’s responses there to.

d) Other Matters:

B Consider any other matter assigned to it by the Board or by the Regulators.
Review Management Letter issued by the external auditors and management’s responses there to.

The Committee shall make recommendations to the Board it deems appropriate on any area under its
review where action or improvement is needed.

ii) Human Resource & Remuneration Committee

There shall be a Human Resource and Remunerations (HRE&R) Committee to assist the Board by:

a) Recommending human resource management policies to the Board;

bjRecommending to the Board, the function, evaluation, compensation (including retirement
benefits) and succession planning of the Chief Executive Officer (CEQ), Chief Financial Officer (CFO),
Company Secretary and the Internal Audit Head.

The Committee shall consist of not less than 3 Board members, with at |east one Independent Director
and two Non-Executive Directors, The Chairman of the Committee shall be an Independent director
The Committee shall meet as many times as it deems necessary, but at minimum it shall meet at least
twice a year. Detail regarding attendance of committee meetings is disclosed in Directors' Report.

DUTIES AND RESPONSIBILITIES

The responsibilities of the Committee shall be:

B The Committee shall ensure that plans are in place for orderly succession of Executive Officers
including the Chief Executive.

B The Committee shall review and discuss the Company’s organizational structure with the CEO for
appropriateness to the Company's business strategy and future plans.

B The Committee shall recommend to the Board the framework or broad policy for the remuneration
of the Company's Chairman, Board members, Chief Executive and other Executive Officers: In
determining such policy, the Committee shall take into account all factors which it deems necessary
including relevant legal and regulatory requirements, the provisions and recommendations of the
Code of Corporate Governance.

B The Committee shall consider and approve recommendations of the Chief Executive on selection,
evaluation, compensation and succession planning for key management positions who report directly
to the Chief Executive.

B The Committee may seek assistance of outside consideration to fulfill its duties and responsibilities,
B The Committee shall undertake annually a formal process of evaluation of performance of the Board

as a whole and its committees either directly or by engaging external independent consultant and if so
appointed, a staterment to that effect shall be made in the Director's Report.
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BRIEF ON COMPANY'S POLICIES

Related Parties Transaction Policy

In the light of regulations issued by SECP under SRO 1194{l}) / 2018 dated 2 October 2018 and Section
208 of Companies Act 2017 for Related Party Transactions, the revised Related Parties Transaction
Policy of the Company was approved by the Board on 24 April 2019, The Company maintains proper
record of all transactions pertaining to Related Parties and relevant details have been appropriately
disclosed in Note 31 of the Financial Statements in accordance with Fourth schedule of Companies Act
2017, These transactions were reviewed and recommended by Audit Committee and were
subsequently approval by the Board on & September 2019,

Investors Relations and Communication Policy

Ferozel1888 Mills Limited strives to develop and malntain trustworthy relations with 1ts stakeholders,
including shareholders and investors. it recognizes the importance of timely and fair disclosure of all
material information to them, without advantage to any particular investor group or investment
advisor / analyst, in order to enable them to make informed decisions about investing in the
Company’s equity and other debt Instruments.

Further all information disclosed to the public will be in accordance with the listing rules stipulated by
Pakistan Stock Exchange Limited (*P5X7), as well as the Listed Companies (Code of Corporate
Governance) Regulations, 2017. The company also gives its shareholder the option to express their
grievances and any other enquiries electronically via its websites. The policy was approved by the
Board of Directors on & September 2019.

Corporate Social Responsibility Policy

Ferozel1888 Mills' CSR policy is a well- stated commitment and ownership towards environment, its
people and society in general. Our focus is to give back to the society and our homeland Pakistan, as
much as it has given to us.

The policy covers different initiatives being done under the following headers:

B Compliance to legal and ethical requirements to run a business.

B Waste Control & Environmental Friendly Production Processes.

B Contributions in Educational & Capacity Building Programs.

The policy was approved by Board of Directors on 6 September 2019, Our role as a corporate citizen is
as important to us as satisfaction of our customers and earning a fair return for our shareholders. We
are committed to work for the betterment and prosperity of our stakeholders. Management has
endeavored to provide a safe and healthy work atmosphere by adopting practices and creating
working conditions which are safe and healthy for our employees, contractors, suppliers and
customers,
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Human Resource Management Policies

Feroze1888 believes that employees are its biggest assets. Empowering staff with meaningful roles,
challenging assignments and world class leaming platforms have paved the way for a more
purpose-driven organization. A comprehensive set of policies has been well implemented to cover all
aspects related to HR i.e Recruitment and Selection, Performance Management, Learning and
Development, Mentorship Program, Compensation and Benefit, No Harassment & Discriminatory
Organizational Culture . The main focus of the policles is to train, motivate and retain valuable human
assets for the future growth of the Company.

Succession Policy

In order to maintain continuity of the business operations, particularly at senior management and key
managerial positions, a well-defined Succession Policy duly approved by Board of Directors, is in
practice, The Company ensures implementation of succession planning. This Is done by development
of successors for all key positions across the organization. With a long-term perspective in mind, the
Company also ensures that competent personnel are available in each department and are ready to
assume higher positions through a succession planning Policy, in terms of pre-defined criteria
including an individuals potential, qualification, period of service and professional attitude among
other factors.
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INDEPENDENT AUDITORS' REVIEW REPORT
To the members of Ferozel888 Mills Limited

Review Report on the Statement of Campliance contained in Listed Companies {Code of
Corporate Governance) Regulations, 2017 '

Wehave reviewed the enclosed Slatement of Compliance with the Listed Companies (Cade of
Corporate Governanced Requlations, 2047 (the Regulations) prepared by the Socard of. Directors of
Feroze 1888 Mills Limited (the Company) for the year ended 30 June 2019 in accordance with the
reguiremants of requiation 40 ol the Begulations.

The responsibility o compliance with the Reguiations i5 that of the Board of Directors of the
Compary, Our respansibility 15 to review whether the Slatement of Compliance reflacts the statys
ol the Company's complisnce with fhe provisions of the Regulalions and regort if it does nof and 1o
highlight any non-compliance with the requirements of the Regulations, & review i5 limited primarily
foingquities ol the Company's personnel and review of various documents prepared by he Company
o comply with e Baguladtions,

fe-a part of our awdit of the financial staternents we are reguired to oblain an understanding ol the
accounting and internal controd systems sufliclent to plan the audil and davelop an affactive audit
acprasch, We are nob reguited b consider whether the Board of Direclors” statement on injernal
corlril cavers all risks and contrals or to form an opinien on the eftectiveness ol such internal
canfrols, the Campany’s corporate governance procedures and risks.

The Regulations require [he Company (o place betore 1he Audit Commities, and upon
recammendation ot 1the Audit Cemmitieg, place before the Board of Diveclors tor Eheir revies and
approval, its related party transactions and aiso ensure compliance with the requiremenls ol
cechon 208 of the Companies. Act, 2017. We are only reguired and have ensyred compliance of this
requiremant to the exient of the approval of the related party transactions by the Board of
‘Diractors upon recommendation of 1he Audit Committes, We have not carried oul procedures 1a
assess and determineg the Company's process for identification of related parties and that whethar
e related party transactions were undertaken ab arm's lenglh price or not.

Based on ow review, nothing has come boowr attention which causes us bo beleve that the
Statement of Compliance does not approgrialety reffect the Company's compliance, inall maternal
respects, wilh the requirements contained in the Regulations &5 applicable to the Company Tor the
year ended 30 June 2019,

o (A G

Chartered Accountants
Place: ®arachi
Date: 17 Seplember 2019
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STATEMENT OF COMPLIANCE WITH LISTED COMPANIES
(Code of Corporate Governance) Regulations, 2017

Name of company Feroze 1888 Mills Limited
Yaar Ending June 30, 2019

The company has complied with the requirements of the Regulations in the following manmer;

| The tofal number of difrectors are ¥ including Chief Executive as per the following

al Male a8
b Female 1

2 The Composition of board including Chief Executive is as follows:

a) Independent Director 2
b] Mon-executive A
c] Execiufive |

3 The directors have confimed that none of fhem i serving as a director on more than five listed
companies, including this company [excluding the listed subsidianes of listed holding companias
where applficable].

4 The company has prepared a Code of Conduct and has ensured thot appropriate steps have
been token to disseminate it throughout the company along with its supporting policies and
procedures.

a The beoard has developed a vision/mission stafement, overall comporate strategy and significant
policies of The company. A complete record of pardiculars of significant policies along with the
dates on which they were approved or amended has been maintained.

& All the powers of the board have been duly exercisad and decisions on relevant matters have
been taken by board/ shareholders as empowerad by the relevant provisions of the Ach and thesa
Regulations.

7 The meetings of the board were presided over by the Chairman and, in his absence, by a director
elected by the board for this purpose. The board has complied with the requirements of Act and
the Regulations with respeact fo frequency, recording and circulating minutes of meeating of board.

£ The boord of directors have o formal pelicy and transparent procedures for remuneration of
directors in accordance with the Act and these Regulations.

2 The company stand: complied with requirements of Director training program under the CCG.
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Mame of Director who obtained cerdificate of OTP

fAr, Khaleegur Baehman
b, Shabbir Ahmed

Mr, Perwez Almed

hr, Masim Hyder

tds. Huma Posha

tAr. Asim shabbir Patka
pAr. Usomo Rehman
fAr. Rehan Eehman

10 The board has approved appointment of new CFO and Company Secretary including their
remuneration and ferms and condifions of employment and complied with relevant requraments
of the Regulations. However there s no new appointment of Head of Infernal Audit during the year.

| 1 CFD and CEQ duly endorsed the financial statementz: before approval of the board.

12 The board has formed committeas comprising of members given below:

a) Audit Committes

dAr. Nasim Hyder

Mr. Khaleedqur Rehman
M, Ferwer Ahmed

Ms, Huma Pasha

b) HR and Remuneration Committee

fAs. Huma Fasho
br, Masim Hyder
Mr, Shabbir Ahmed

1.3 The terms of reference of the atoresaid committees have been formed, documented and advised
to the commitiee for compliance.

14 The frequency of meetings (quartedy/half vearly/ vearly) of the committee were as per following;

al Audit Commiftea
b} HE and Remuneration Committes

15 The board has outsourced the infernal oudit function fo AF Ferguson & Co., Chartered Accountants
who are considerad suitably qualified and experencead for the purpose and are conversant with the
policies and procedures of the company.

14 The statutory auditors of the company have cenfimed that they have been given a safisfactony
rafing under the quality control review program of the ICAF and registered with Audit Oversight
Boord of Pakistan, that they or any of the parfners of the firm, their spousas and minor children do not
hiold shares of the company and that the firm and all its partners are in compliance with Infermational
Federation of Accountants [IFAC) guidelines on code of ethics as adopted by the ICAP
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7. The statutory auditors or the persons associated with them have not been appointed to
provide other services excep! in accordance with the Act, these regulafions or any other

regulatery requiremnent and the guditors have confimed that they have cbserved IFAC guidelines
in this regard.

18. We confirm that all other requirements of the Regulations have been complied with.

Rehan Rahman Jonathan R. Simon
Chiaf Executive Oifficer Chairman / Mon Executive Director

& September 2019
Karachi
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DEMONSTRATING

1O Lo

| B | OFF

The main goal of Feroze 1888 is to provide its
customers with the best quality products, assuring
perfformance, consistency and value, This is
extracted from our very base of beliefs: customer
safistaction. Backed by the laftest equipment and
onsite testing laboratories, our manufacturing
setup strives to deliver a perfect blend of style,
qudlity and price. From yarm manufacturing till
export our procducts undergo strict evaluations.
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T Feroze1888 Mills Limited

Key Performance Indicators

NET TURNOVER
2019

2018

Increase by

OPERATING RESULT
B 2019
. 2018
Increase by

PROFIT BEFORE TAX
2019

2018

Increase by

PROFIT AFTER TAX
2019

2018

Increase by

EBITDA
2019

2018
Increase by

EBITDA MARGIN
2019

2018

Increase by

Rupees in 000
29,243,548
21,775,445

34%

Rupees in 000
6,376,987
2,889,877

121%

Rupees in '000
6,221,094

2,804,148
122%

Rupeas in 000
5,989,810
2,752,096

118%

Rupees in '000
7,310,594
3,635,251

101%

Percentaoge %
25.00

16.69

50%
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EQUITY
2019

2018
Increase by

EARNING PER SHARE
2019

2018

Increase by

PRICE EARNING
2019

2018

decrease by

"

2019
2018
Increase by

RETURN ON FIXED ASSET
2019
2018
Increase by

CAPITAL EXPENDITURE
2019

2018

Increase by

YVYV Y

RETURN ON CAPITAL EMPLOYED

Rupees in '000
20,103,448
14,167,203

24%

Rupees

15.20
7.30
118%

Times
&.35

8.28
-23%

Percentage %

2711
16.27
&7 %

Percentage %

44,50
25.37
7o%

Rupees in '000
3,633,854

3.441,083
&0
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COMMENTS ON SIX YEARS ANALYSIS
Comments on Statemeant of Financial Position

Assets

The assets base of the company has increased at 8 compound annual growth rate (CAGR) of 21.B6%
over the last six years. The non-current assets have increased from Rs. 5.23 billion to Rs. 13,66 billion
an account of expansions, balancing and modernization of progerty, plant & eguipment. The current
assets of the company have increased from Rs, 7.41 billion to Rs. 20030 billion grimarily on account of
increased in imentories and trade debts due to growth in business activities in past six years, the
substantial cash and bank balance as at reporting date also cause kncrease In the current assets,

Liabilities

The liabilities of the company have increased at o CAGR of 25.24% over the past six years, This is primarily
o acoount of ncreased short term running finance to facilitate the increasing working capital requirerments
due 1o prowing business nesds and Increase n leng-term loans obtained for expenditures on plant &
machineries.

Equity
The shareholder's equity comprises of share capital and reserves, The equity of the company has
increaged at & CAGR of 19.82% over the past six years primarily due to inereage in retained profits of

the Company and revaluation surplus.
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7 4» Feroze1888 Mills Limited
COMMENTS ON STATEMENT OF PROFIT OR LOSS ACCOUMNT

Mat turnover

Het turnovar of the Company has Increased at a CAGR of 9.63% in the past six years which has been
driven by consistent valumetrc sales growth over the years and favorable Impact of rupee devaluation,
Tha growth in sales voluma is a result of efficiently devise marketing management strategies. The company
has recorded its highest ever sales revanue in the current year of Rs. 29.24 billlon in the company's history
which is increased by 34% as compared (o previous year, However, the sales prices have been gradually
declined cwear tha years on account of tough competition from |low cost of manufacturing countries In
exports markets and bargaining powes of forelgn custormers,

Cost of sales

The cost of sales of the company kas increased at & CAGR of B.57% in the past s years, The increasing
trend in cost of sales i primarily on account of wolumetric sales growth over the years; beside this, the
cost of sales ls continuously facing pressure from volatility i basic raw material prices, Increase in natural
gas tariff, increase in fuel prices, higher cost of imported material due to rupee devaluation and inflationary
kmpact on key cost components.

et profit

The net profit of the company has increased at & CAGR of 28.68% over the past six yvears, During the
current year the company has reported its highest ever net profit of Bs. 5.98 billion in the company's
histary. The net profit has conslstently Increased over the last six years except for the year 2018-17 in
which extreme volatility in raw material prices cause substantial increase in cost, Overall the company
has successfully deployed different cost effective measures to reduce cost and Improve margins, During
the current year and prior year, rupee devalustion past substantial favorable impact on net margin.
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SUMMARY OF CASH FLOW - SIX YEAR

mis 20 mir e 2015 2014
Aupaes In 108

CAEH FLOWS FROM OPERATING ACTIVITIES
Pruft befnra smalion E22084 2B 48  2ASAT01 40050 2STEM 1831677
Adjustmess fes non cash s
feprociation & amortzation §33, 7an.are|[ Brammd|[ em, dzu2an|[ ara1m
impairman 3 ] . : ; :
B i-ranagernt s osty 3 £ - 3
Proft o shor e invesimen - s = i s
Finsros Cost 4 #5,738 BS, 095 g 7|l iaadoa|| v BdE
Linds ¢ (i} o diaganeal of propedty, planl sl squ pesil 18, 48,530 54 BR8] [1 942 761 737

1 7", 241 EA3 401 530, !ﬂ'l} _'EE.E'IE il'ﬂll,-tl:rl
TAIRAR 042388 3100001 455060 1000526 259,070
Ghanges in working capital

Siores and spanss PLETT) 63,369 154363([ {228,710
Sloch-n-radn (2,518,869 (R SGN)]|  |GE, T2 fBOAGE|( 3MGE
Troda dabis (2 (B37.3000]| 1,571,562} (THZ054)(|  [958453)
HAtwarcas, dnpasits, prapaymrants and cther recelvabins 354, (R | e ) fm || (18318
Tendie and other payahins 1 it AEY A0 AR5, 1,147,614 |
(1861, iy 9,004 253} 34T L iri]
Cawh genaralsd rom opsralionm. FTERN 2454038 1EMSY 3ERTEER 3926800 3258803
Enmnoe msts pad E=] rmn|  easms|  gamm|| pesssn)| ez
ncnims Hxes Ak |28 (Pl | MEI'.'GJ liﬁT.ﬁl]'BE| (73813 {190,008
Long-3am daposis @ {1.230) (566 (372 e
_js13,50a) EM! ! E 285 884} _IE?_‘-._EH_ {652, 5245
Het cah generated from opemtling sctivdities 33M A 2162768 13BETHM 3,21? BE4 280206 ET0E5TH
CASH FLOWS FROM NVEBTING ACTIWMTIES
Fied Capial Expenciure {3,633 (441083 [ o1, 76z 82| | 483,373 | (1008 18| (1,088 850
Saas proceads of Flued Asesis 85,455 T g2 15,547 648
Proft racaivgd o BhoM Darm imeag s - 1 -
Long toem invesimont . . {BoR) . - .
Mat cesh used in imrosting actinies [0,507,083) (3)TEACE) (1TESBE) (LAADSET}  (208.211) (1,0E.MT)
CASH FLOWS FRDM FINANCING ACTIVITIES
Divicands paid 2,053 yreaazn|[ oneeroes)| [ f08s, 160 [ dEzsed] [ eod0i0)
Short b bormrw nga - et mﬂ :.-:mmn‘ 500,000 ,m:| poarrres||  (meapas)
FLeng tarm Reancing - ned 1,354, 35,082 07 150 (12B978)(| {138,186
Hai ciih gararmed from | jused in] inensing sethilies 3241, 025 1,553,285 Be0.B1e)  [NOedA23) (1. PHEGAE) (14831300
Mot incrassae s cash and cash sguivalonts 1,054,524 1043 [BE7OF) T, 00 54 606 AR
Cagh and cath squivalents & the beginning of the yeer 2003, 5 BN 990,908 257,04 23502 43,7
Cawh and ciah agubmbsnts 81 the and of the year 27 68 ol 97 531 950,808 28T s08 230,90
BERBRAMMUAL REPODRT 2019 125

P - S 2 S




74» Feroze1888 Mills Limited

COMMENTS ON SIX YEARS ANALYSIS

Comments on Cash flow statement

Operating activities

The company’s operating cash flow has congistently increased over the past six vears due to improving
profitability on account of volumetric growth in sales volumes, retention of profit and efficient cost
reducthon efforts. The compary has recorded it highest cash generated from operating activities among
all previous years due to improved business perfarmance.

Investing activities

et cash used in imiesting activities mainky consist of expenditures on property, plant & equiprment’s,
The capital expenditures was started increasing from the year 2017-18 and is highest in the current year
malnly due to up-gradation of plant and machinery. During the year under revlew, proceeds from short-

term investment also post favorable impact on investing activities,

Financing activities

Financing activities comprise mainly long-term loans obtained and dividends paid to shareholders, The
net cash wsad in financing activitles has shown mix trend ower the past slx years. The dividend payments
have increased gradually over the years due to increase in profitability. The long-term financing facilities
have been obtained to fund expenditures on plant and machinery. The short-term financing facilities
have been utilized on eyclical basis to suffice working capital requirerments.
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RATIOS AND COMMENTS ON RATIO

Profitabiity Raties 2013 148 217 218 Al £014
Grass margin % 2812 2 ld A MM o 2 Al
Operaling resull margin '.a Fallj phiery 11.86 2010 1444 1A
Profe aftor tax mangin % 20.48 1264 11.89 872 f2ed 8.18
Praff bafors iaxstion margn % na 1288 1.H 198 1374 1024
Farturmi an capial emphoyed % 2.1 1627 16.58 ;a8 223 13
Retum on assets % 1763 1.7 1329 2457 1E3 1343
Ratum an fméd as:els % d4.50 2537 013 Sh&s  40ET X2 54
EBITDA maegin 10 sales % 2600 gt 1M 242 1680 13.73
Reetum an equity b 28 1702 17.18 prac L T R B 20.85
Liguidity Retios

Curraril rafa Tines 1.1 154 276 4.8 400 1.84
Quick  arckd test rato Times 1.1 124 167 - S Ny 041
(Cash ralio Tmas i.2H 0uo3 o2 0.43 o2 008
Activity | Tumower Ratlo

Talal asset fumoer Tines 102 1.03 122 1.44 145 1.53
Fired asset fumover Times 241 228 27 a2 33 3.79
Ma. of Days in Invantory Days 8. #0775 BA4T TA®E BT
Mo, of Diays In Recetvahis Days B0 8000 eled| 5025 MM 47,96
Ma. of Deys in Cradions Days 228 1235 s F 7 3268
Operating Cycke Days 678 4871 1258 0 9262 ROT S
Invesimant | Markel ratio

Eaming per shame Times 1680 730 B.61 o &I 4.5
Price eaming rafio Timas B35 a.:24 16,74 31,15 B54 T44
Dividand pee share PKA B35 48 .70 210 150 4.5
Price o ook ratio Times 1.89 141 2a7 49 2 1.55
Oitvidend yieed salia Tienas .08 .08 ooy .12 Qs .21
Deadend payout ratio Times 0149 0.50 .41 04 024 1.4
Dividand cowar ralia Timas 530 200 245 247 411 1.00
Breakup value per share without surplus  PER 449.57 3843 M52 30 A#AN 18.74
Breakup valus per shere with surpiis PER 53.35 4291 W5 1M EE 2180
Markal vakio per shase at tha end PER 10087 5 11080 3484 B0 7100
Highe:st market vakie per share PER 126.00 11300 3494 L4615 TOAD B3.26
Leniast maried wvalue paf shara PrA 5300 SHOS 10978 5560 5700 3051
Capital Structure

Tolal debt bo capital raso % 40,82 a0 22 58 17687 .18 3560
Intarest caver ratio 5 Ta13 BG57 13854 3515 483 10.00
Finangial kverage ralia % osr 068 083 1.18 1480 125
Wisighted averane cost of dedit % 132 142 211 28 AW 2.3
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COMMENTS ON SIX YEARS RATIOS

Profitability Ratios

The profitability ratios of the company has shown consistent upward trajeciory over the period of last
gl yaans, The sales prices 0 expor makel anse conlinuoasly on declinendg trand dus 1o competiive madel
sltustion In intermational markets and bargaining power of forelgn customers, besides facing many
chellenges the company has plecad (s upmost efforts to uphold e market leeder peaition with growth
in basiness and eamings pedomance which i a combined reault of efforts atiributable fo continued cost
reduciion efforis, brosgdenng and retention of customsr base, balancing and modemization of machineny,
affective procurament planning for basic raw matenials. The profitability ratios wara highast during tha
year 201 6 primarihy an account of favorable saks prices and raw matenal prices, the same trand is alsa
dapiat in the curmant yaar 20719 dua bo highest nel-lumover achiaved in the company's history alongsida
favorable impacl of rupes davatuation.

Liguidity Ratios

The company has & track recond of maintaining s Bty pogitlon in an aficient mannar due to befler
working capltal management policies, The kguldity ratios were highest during the years 2015 1o 2017
primarlly on account of lower prices of basic raw materale and avallability of sumpéus cash for working
capltel requirementa. The liquidity ratios are slightly decreased in last teo years mainly due fo higher
capltal expenditures and extreme volatility In raw materal prices. Owverall, the company successfully

managed [ts strong liquidity position in all years,

Activity { Turnover Ratios
The company has aways sought 1o efficlently use e vadous components of working caphal cycle, The
company managed to substantiate ils financial position by maintaining optimurm inventony lavals and
affactive credit management.

Invesiment / Market Ratios

The investor continued to show e configence In the company, which s evident from the market valua
of the ahare and PE ratio that i3 & regult of company's strong financial health and perfermance, Durng
current year, the company reported its highest EPS in its history.

Capital Structure

The objective of the company 15 to wlilize financing rescunces af its aptimum level, Financia! keverage
in cumant year & higher due to dabl drawdown for financing the capital axpandiiure on plant & machineries.
This effect will be offsal In laler years with enhanced prodilabiiy from augmanled sales,
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SHARE PRICE SENSITIVITY ANALYSIS

The share pace of the Cormgany depends on the Company's overall parformance and regastation in he
reapaciive induatry in which i exdata, combined with other extemal factors on which manegemeant has
lessar o ro contnol, The Compary's shane prioa & sensithe o e Tolowing facion:

Profitability
During the year undar review the profitisility of the company oulpedormed all the prenvious years [n
company's history primanly on account of volumedric gowth in aales voluma, favorabla impact of rupaa
dievaluation and effective and on me cost controling measures.

Stock market

Company's share price depends on overall marke! pafermance, investor conlidence In the economy
and particular sector and the overall fundamentals of the company. Positive sentimantzs, naws flows
prrenvailing in the rrdirkat rdry msull in an appreciation of fo shas prios of he company.,

Regulations and Government Palicles

The share price = also sansitve bo any changes n palicles by the govemment and regulatory authontess’,
both epaciic to the textile sector and overall businaes activifies may affact the market share prices; aithar
positivily of negathaly, depending on whothes he policy & 0 faver of or against the industey,

Currency Risk
The wolatility In currency exchange rates can glac affect the markel share prices as [he Company i

irvaived in bath export and impoet 50 the margine can be affacied posifvely o adversely.

Goodwill

The marknl shar price can also van with the investor senfiments towards the company which changes
wary quickly in responsa fo the news end events and also bacause of iInvestors” following of the genaral
rmarkat trend,
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DUPONT ANALYSIS

COMMENTARY ON DUPONT ANALYSIS

Crearall DOF ont anolysis depicts mopmvemeant in e overoll perfomaonce of the Compoany. Befum
an-equily sthowed conlinuous improvaman! over the yeors on aoccounl of consistent improvement
in ocpergiionol effickency dermved from conastent growth in net iumover, effective cost reduction
and controling measures. baloncing ond modernizobon of production

tacllfies and effective procurermeant of bosic row material.

IIIAHH_UAL HE_EPI:}E"I' 2019 130




% Farozel1B88 Mills Limited

.

awirdEEg

dmesa e

. e

pama e

T
=
T

LLEE o EEEEEEe

g

£
&
£

B el T ol e B e B e o A A e e I 570 o et e e o A s el

+

e LR LR gt
r ¥

B
s e

L

A

LN

Ha4 rrillior

Pt

131

BEEEANNUAL REPORT 2019



“7-4» Feroze1888 Mills Limited

STATEMENT OF VALUE ADDITION AND ITS DISTRIBUTION

2019 2018
Rupees in '000 % HRupees in '000 %
Wealth generated
Sales including sales tax 20,260,180 93% 21,77 741 9T%
Crher opamating iIncome 2,048,508 T TI8.670 3%
31,317,688 100% 22 508 411 1005
Wealth distributed
Broughi-in-maferial & sanvicas 19,548,311 62% 15,121,377 6%
Salaries, banefits and ather cosls of employess
Remunsrafion benefil and facilities 40896538 13% 3574080 18%
Taxes & duties to Government
Income fax 231,284 1% E2052 (M
‘Workers' wetlare fund 2,708 0% 16,6868 0%
Workers' porfit pardicipation fund JI00.628 1% 125,641 1%
Sales tax 632 0% 12,296 0%
%Eu 2% 2176768 1%
To Provider of capital
Cash dividend to shareholdar 2,053,565 T 1082723 5%
Finance cosl 155,892 0% B5 728 05
] T+ 1,178,452 5%
T
Donation vwards aducation and hasith 12,281 0% 10,100 0%
FRatained in the businasa . L
For replacement of fixed asset depreciation 833,608 3% Ta5F74  I%
and amortization
Retained for reimvestment and fulure growth 3936245 13% 1,658,373 T
BEd 22% 2,404,747 11%
A A7.688 100% 22 508,411 100%
2018-159
" gt -n—m e d & wraLE, & Samirion, banwdllL ave iem Lo ol empiopes
= Taem, dmam e SoepreaEd w Mgy of (it
& I . wtil Badlh B ]
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7 4% Feroze1888 Mills Limited

STATEMENT OF CASH FLOWS - DIRECT METHOD

20189 2018
_Rupees In '000 _Pupees in 000
CASH FLOWS FROM OPERATING ACTIVITIES
Procesd from customer 28 486030 21,438 0BE
Procead of Governmant refundables 1,405,610 506,554
20,892 540 22,035,540
Paymant to suppliers (22,240, 824) | (16,198, 1 T5)
Paymant o employees (3,907,826) | (3,383,328)
Deposit pald {8,046) | {1,230)
Income tex paid (281,827) | {217, FE0)
Finarce cost paid (123,636) (72.225)
(26,562,159) (19,872,744}
3390380 @ ___ 2162796
CASH FLOWS FROM INVESTING ACTIVITIES
Flwad capital expenditure (3,633,853) | (3,441 DBZ)
Proceads from disposal of operating lized assets 73332 65,455
Profil received on short lenm inmasimen 53,439 | -
Met cash used in investing activities (3,507 ,082) (3,378.62T)
CASH FLOWS FROM FINANCING ACTIVITIES
Dividends pald (2,053,066) (1,082,427)
Short term borrowings — net 3,940,000 | 2,050,000
Lodig lemm fnancing = net 1,354,052 | J85,651
ket cash ganerated from financing activitles 3,241 026 1,323,264
Mal increasa in cash and cash equivalens 3,064,334 110433
Cash and cash equivalenis at the beginning of the year 203,364 g2 a3
Cash and cash equivalants at the end of the year 3,287 608 203 364
FREE CASH FLOW TO THE FIRM
2019 28
Rupees In '000 Rupesas in "000
Opaerating Profil 8,376,987 2,889,878
Add: Depreciafion & amoriization #33,608 T45,374
Less: Working capital changes (3,569,587) {1.228,350)
Less: Capital expenditures - net (3,560,522) {3,375 628)
Frea cash flow to the firm B0, 487 (G687 26)
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Being the largest manulfacturer of Terry Textile products in
Pakistan, Feroze 1888 realizes the importance of continuous
growih in all aspects of Manufaciuring Excellence either it
be the capacity enhancement, introduction of sustainable
cutting edge technology. nurtunng our talent pool, creating

employment or giving back to the society.
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74 Feroze1888 Mills Limited

STATEMENT OF UNRESERVED COMPLIANCE OF
INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRSs)

The Financial Statemants of the Company have bean prepared inaccordance with ihe International
Financial Reporting Standards ssued by Internalional Accounting Standards Board (LASE) as notified
under the Companies Act, 2017. Further, thera are certain standards and interpretations which are yet
io be eflective in Pakistan and cedain standards not adopted by SECP, as disclosed i note 2.3 of the
uncongalidaled and consclidated financial slatemants.
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INDEPENDENT AUDITORS" REPORT
To the members of Feroze 1888 Mills Limited

Report en the Audil of ihe Unconspdidated Financial Statements

Opirsl g

We have sudiled the anacaed unconsolidated Nnanclst statements ol Feraze 1888 Milla Limited (X
Company'}, which comprise Ihe unconsolhdated statement of financlal position as at 30 June 2019, and the
uRconsolinated statement of profit or loss and other comprehensive Income, the unconsofidated statemeant of
coh fiows, the ure oo Bdated statesnent of changes in eguity for the year then ended, and notes (o the
uncorsckoated financial siatemants, including a summary of sighificant accounting policies and other
explanatory nformation, amd we state that we have obtained all the Information and explanations which, to
tine best of ol knowiedpe and Ball, wive necessary for the purposes of (e awdl,

in ul calelon and to the best ol our information snd according fo the explanations glven to us, the
unconsolidated slaterment of financial pesition, the unconsolidated statement of profit or loss and other
eomprelansive income, the uncomsoidabed statemant of cash fiows, ke unconsolidated statement of
changes in squily lor the vear then endeid together with the noles forming part thereol conform with the
sfcouniing and reporting standards as apobicatie In Pakistan ang give the Information reguired by Lhe
Companies &ct. 2017 (KIX of 2017), in the manner 5o required and respectively give a frue and fair view
of the state of the Company's affairs as at 30 June 2019 and of the profit. other comprehensive Income,
A cash fows and th changis In equity for the year then ended.

Basis fer Opinian

We conducted our sudil in occordance with Internalional Standards on Auditing (15A5) a3 applicable in
Pakisian. Our responsibiiifles under thoe standards are furiher described n the Audilors®

Responsl béities for the Audlt of the Unconsolidalied Financlal Stalemenls section of our report. We ara
indapendent of [he Company in sccordance with the international Ethics Standards Board for
&ceounlants’ Cade ol Elhics lor Professkonal Accountants as sdopted by the |nstitute of Chartered
Aeceountants of Pakistan (the Code) and we have lulfifed our other ethicsl res ponsibiities in accordance
with the Code. We Believe that tha audil evidenct we have obtained (s suffickent and appropriate Lo
provide & basls Tor o apinich,

ey Audit Matters

Key sudil matters are those matters that, kn our grofessional judgment, were of most signilicance in our
pudit of the unconsofdated Mnancial statements 0f the corment period. These matters were addressed in
[he contest of eur sudit of the unconsoldated financial statements a5 a8 whote, and in lorming owr opinian
thes pen, and we 00 nol pravide a Separaie opinaon on tmﬂnﬁtm.
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Foliowing are the key audlt matters:
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M disciosad in note 5 to Uhié sccompanying
wnconsaolidsted financial statements, tha Comaany
has incurred significant amount of capital
expendidure during Lhe year 1of enhisntemen] al
production capacity. Te inance the above capltal
expendil ures, the Company has obtaned long and
thort term financings as digclosed fn note 14 and 15
B0 B Ao parnying uhconsolidsted lnanckal
statemends.

Capital expenditures incurred during the year
represents & significant fransaction and invoives
significant judgments in respect of capitalisation of
elemenis of eligible components of costs, incheding
boerowing costs, ax pef bhe apolhcate reporting
slandards to delermining, when the asseds sre
available 150 use and aestimation of usaful lifs and
rosidual value. Further, financing agreements enfad
Snancial and non-financial covenants thal the

Company 8 subject ta complisnes.

Accordingly, we have idenfified lhe captal
expendiluie and related financing a5 4 kéy audil
matier.

Dur procedured, amongst olhers, included obtalning
an understanding of the Company’'s process with
respect to capital expenditure including
getermination al wselul bves and Ledled (e
Company"s conlrals in this area relevant bo our
audit,

W physically verilisd the newly scquined Haed
aszaty and reviawed the relevant confracts and
dacuments supporting various companents of the
capitabised cost.

We considered whelher ha ilems of cost capilalised,
including borrowing cost. meet the recognition
crileria of an aisels in aCcofdance with the
appiicable financial reporting standards.

We reviewed the timing of capitatisatson by
ERamining, on a sampha basis, the comphetion
certiicates from the Compary's technical
departmanti.

We gl evalualed the basis used by e
management for determining 1he uselul ives of the
fsw as5ats and the depradiation charged n reiation
thereio, by consitering factors such as the cument
depreciation, estimates for similar or comparablo
oasels, expecied ubitization of (he aasels and the
estimated residual wvalue af the and of The useful ive.

We obtained and reviewed bhe finsncing agreements
exscuted and (ngulred from the mansgement with
respect o the future compliance of the covenanis
mned tested confrods ridated to such compllance and
circularized confirmationt to the financing banis
wilh respect Lo outsi anding loan balances al year
end.

We assessed Lhe adequacy of the disciosures as per
Lt guidelines set out In the apolicatle financlal

repuriing requigment.
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and IFRS 15 ‘Revenue from Contract with Cuskomers'

A3 referred 10 in note 3.2 10 the Bccompany ng ifi proer 10 As5eS e Appropd | steness of tha
unconsolivated financial statements, the Campany kas | management's judgement and ssbimate, our key auds
adopbed IFRS 9 ‘Finarclsl msiruments’ and IFRS 15 procedures included. amang others, review of the
Fevenue from Contract with Cusiomers” with edffect methedology developed and applied By T Company
from 1 July 2018, lo esienate the ECL in relaiion (o rade delss We also
consicered additional processes and canbrods
FRS 9 reduires the Company 1o mabke provsion uslng | eslablished by Uhe management with respect bo
gxpected credi osses [ECL) afproach as sjainsl [he reveiue fecognilion
mncurred fass model previousty applied by the
management, The management has determined that Wi conpdered and evalyated the assemphions used in
the maost significant impact on the now standard on the | applying the ECL methodology bated on Mstorical
Company™ unconsglidated linancial slatements relates | information and qualitative factors as relevant Tor such
10 the calculation of ECL agadnst trade debls, patimate. Further, we assessed tha irtegrly and
auaiity of ihe data used for ECL computation by
Agapsamanl of provision for ECL against trade debis malching the same with the accounting recerds and

reguires sgniticant judgement, estimates and infermation system of the Company. We also chacked
assumptions applied by the mansgemsnt incluging e mathematical accuracy of the ECL computation on
higtorical cred? loge enpariance adjushed with forward: | a sample bagks.

moiing elonmaltion.

Vie reviewed [he assassment prepared by he
IFRS 1% providges comprafensive mooad of resenss management ralating to the spplication of five-ttep

recognition alpng with defalled presentation and It for revenye recognition, We asocs the

digs liviure riguirements, The standard recuines the reasonabiensss of judgments aserc sed by the
Company to sxercise juogement, taking nt rranagement. We also considered and reviewed, on &
condideration all of Uhe relevant 1acts and sample Bass, berms al revenue contracts and
cirumatances when spplying the mode! Lo conlr acls evalualed the timing and amounl of revenue

with customers. resngnsea.

Green the slpndficance ol (e judgments relaled in addtion to the above, we assessed the ageqeacy of

particuloriy to the estimation of ECL and {o the timing | disclosures In The accompanying unconsolidaled

and meassrkment of fevanue recognition as well aa {mancial slatements of the Company regaiding
incremental quablslive and guantitstive disclasure, we | appilcation of IFRS 9 ang 15 a3 per Lhe regquinements
conadered ihess a3 @ key audit matier, of %im standars.
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Auditars' Ressoribilities for the Audit of the Unconsofidated Financial Statermanta

Our pofectives are (o obfadn reasonsbie saurance shout whether it unconsolidated financial stalements at
# whose ane free from material misstatement. whether due to fracd o error, and Lo lssus an suditors’ report
that InCluges our opinion. Reasonable assurance (3 a high level of assurance, bul is not a guarantes that an
inadit conducted in accordance with ISAs as applcable in Pakistan will atways detect a material misstatement
wheen i exists, Missiatements can arise from fraud or error and are considered materiad If, individually or in
the aghregate, they could ressonably be expectid to inlluence the economic decisions of users faken oo Ihe
basis of these unconsolidaled financial statemen|s,

A5 part af an audit = accordance with i54s as appiicabie in Paiistan, we exereise professional jusgment and
musintain professional shepticiem throughaul the audll. We aso:

v Identify and as3e3s the risks of maberial missiabement of the unconsoldated firancial statements,
whether dus Lo Irawd of error, design and perform audil procedurss nespons|ve bo those risks, and
oblain sudit evidence that ix suflicient and appropsiate to provide s bask lor our opinlon, The risk
of not detecting a material misstatement resulting from fraud i§ higher than for one resuiting from
error, s fraud may neoive collusion, forgery, intentional omissions, misreprasentations, or the
owerride of internal contral,

s  Dibltain an understanding of nterral coniral relevant to the audll in order to deslgn audli procedures
that are appropriste In he circumatsnces, bul nol far the purpose of expresiing an opindon on the
efleciiveness of Lhe Company's Internal control

»  Evaluale the appropriateness of acoounting polickes used and the reasonableness al sccounting
estimates and rolated deciosures made by management.

= Concluge on the sppropriatencss of management's use of the going concern basis. of accounting and,
based an the sudil evidence abfained, whether a maberial uncerainty axists refated fo events or
conditions that may cast significant doubt on the Company’s ability to continue as a gaing concern. If
wet conclide hat a material unceriainty eslsty, we e regulred Lo draw attentlon in our suditars'
repart to thie relabed disclosures in the unconsolidated linancial statements or, if such disclosures are
Insdequate, to modify our opinion. Our conchusions are Bawed on the sl avidence obtained us fo
Ehe date of our audilors’ report. However, (ufure gvents or condliions may causa the Company to
nada Lo conlirue as a golng cencemn,

= Evaluate the oversll presentation. structure and confent of the unconsolidated financial staterments,
Including the disclosures, and whalher tha uncorsolidated financial staterments represant the
undertying transactions and events in 8 manner (hot achisves fair pressntation,

Wa communicate with the Board of Dinectors reganding, among other matters, the planned scope and thming
of the audit snd significant awdit findings, inclusding any sipnificant deficiencios in inlermal conbrod thal we
Idantify disring aur sudik.

We alsa provide the Board of Directors with a statement thal we havwe complied with relevant ethical
requirements regarding inds pendence, and o communicate with them ail relationships sng other matters
that may reasonably be thought to bear on our independence, and where applicable, related safequards.

Froen the matters communicated with the Bosnd of Directors, we determine those matiees that were of mast
sgnificance i he mudit of the unconsolideted (nancisl stalemants of the current perod and ane therebara
the key audit matters. We describe these matters in our suditors” report unless law or reguiation preciudes
Pl dHClodaine sboul the matter ar when, in it rermely rare drcumstances, we oelddming Lhal & makter
sRould nal B Communicated in owr report bECause tha adverse consequances of aomg 30 would reasonably
b expeeciod fo outwaigh the public interest benefits of such communication,

|
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Repart on Other Legal and Regulatery Reguirements
Based on oud gudit, we furiner report ihst in our opbnion:;

n} proper books of sccownt have been kept by the Company a5 requined by the Companies Act, 2017
X0l 2017

B the unconsslldates statenaent of linanclal position, snd the unconsolidated statemaent of profil or (ogs
grd other comprebensing income, the unconsoldated statement of cash fiows and the uncorsolidated
staternent of changes in equity together with the notes therson have been drawn up In conformity
with the Companses Act, 2017 (XIX of 2017 and are in agreement with the Sooks of account and
redlinng

&) invedtments made, sxpenditure incurred and guarantees extended during (he vear werg for the
purpose of the Company's business; and

di zakst deductiole st source under tha Zakak and Ushr Ordinance, 1980 (0VIN of 19800, was
deducted by the Campany and deposited in the Central Zakat Fund established under section 7 of
that Drdimance,

The engagement partner on thi sudil resulting in fhis independent sudilors’ repart is Mr, Shalikh Ahmed
Salman,

ol Ls.

Chartered Accountants
Place: Karachl

Date: | T Seplember 2019
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4" Feroze1888 Mills Limited

UNCONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT JUNE 30, 2018

Fa ikl 2018
Moleg = coeees {Hup". In ‘ﬂIﬂ] ......
ASEETS
HON-CURRENT ASSETS
Proparty, plant and equipment 4 13,452 882 10,846 6570
Intangiiln assals ] 1,882 1,470
Leng fem Investmants ] 185,153 -
Long lerm deposits
CURRENT ASSETS
Zxores and spares T
Zock-in-trede ]
Trade debls 8
fubranoes, deposits, prepayments and other receivables 1@
Taxation = nol
Cash and bank balances 11
Total asseis HIH?.HIE 24,151 981
SHARE CAPITAL AND RESERVES
300,500,000 (2018: 400,000,000} Sy
mﬂﬁ'ﬂrylsl'llrﬁn‘ Fb.l‘lﬂ Hd'l - Ll
Essusd, subscrined and paid-up copial :i 3,768,009 3, 766000
Reservas 18, ;:% 12,386 195
) 1B 16T 204
LLABILITIES
NON-CURRENT LIABILITIES
Diaforred liabilky :; 143,454 -
Lieng lemn financing 1,991 50
i e
CURREMT LLABILITIES
Trade and other payables 16 4,910,688 ammag
Shor lamn borosings 17 490,000 2,550,000
Aocrued mat-up 18 50,638 18842
Current parsion of long term financing 16 275,388 162 508
Unclaimed disidend 14873 11506
Uripsid dividend = 224
11,728,847 B434.443
CONTINGEMCIES AND COMMITMEMNTS 13
Total squity and Habilitles 23067338 23351981

The annexed noles from 1 12 33 form an integral pan of theas unconecddated Snencial slalemantz.

HUMA PASHA REHAN RAHMAN MUHAMMAD FAHEEM
DIRECTOR CHIEF EXECUTIVE CHIEF FIMAMCIAL OFFIGER
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4" Feroze1888 Mills Limited

UNCONSOLIDATED STATEMENT OF PROFIT OR LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2018

2018 2018
Mota 0 —oeoe- [Rupees in '000) - ----
Salas 20 29,243,547 29,7 TH 447
Cioal ol sales a1 (2 1.605.8621) [16,850,425)
Gross profit 7,637,728 4825018
Admintstrative cost 23 (1,030, 515) e 147
Disttibulion ooel 3 [1.931 208) {1,5911,757)
Other expansas 24 [356,718) (F12,307H
(3,309,250) [2,653,811)
4,328 478 247,207
Oithar imcome 25 2,048 510 T186M
Operating Profit §,376 508 2880078
Finance cost 2% [185,882) (86, 728)
Profit before taxation 6,221,004 24804, 149
Taxation 27 (231,284} (Gd,062)
Mt profit for the year 5,888 810 3.762,087
Earnings per share - Basic and diluted (Rupees) 28 1580 7.30

The annexed nales from 1 1o 349 farm an nisgral pan of thess unconsolidabed financlal stalemens.

HUME PASHA AEHAMN RAHMAMN MUHAMMAD FAHEEM
CMRECTOR CHIEF EXECUTIVE GHIEF FINAMCIAL OFFIGER
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“74» Feroze1888 Mills Limited

UNCONSOLIDATED STATEMENT OF TOTAL COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUME 30, 2018

2018 2018
-««[Rupeas In 000)- -
et profit far the year 5,085,810 2,752,087
Oither comprahenabe incame -
Total comprehensive income for the year 5,580,810 2 752,087

Thar annpxad nodes fram 1 1o 39 form an integral pan of these tneonacddalad Snancial stalemants:

HUMA PASHA REHAN RAHMAM MUHAMMAD FAHEEM
DRECTOR CHIEF EXECUTIVE CHIEF FINARCIAL OFFICER
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4" Feroze1888 Mills Limited

UNCONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2018

2018 2018

CASH FLOWS FROM OFERATING ACTIVITIES
Profit before haxalion 8,221,004 2,804,140
Adjustrmants for-
Empsaimnent T G0E|
Drepracialion B3E3,085 Td6 112
ArnoErslion 514 282
Loes an dispozal of properly, planl and equipment 15,028 44,530
Bon-management stall graluity 143 404 .
Prafit an gharl lamm invesiment (B65,82T) =
Flranca cosl 1 B,

11 BT 241

7413 488 3/6&2 580
(Increase) | decreass in currant assets
Shores and spares {'-ﬂ'lﬂﬂi {134,877}
Smack-in-irada g,lil,.lﬂ' {254 5607
Traca dabts ,A38 502) {E37,300)
Acdvances, deposits, pregayments and olbar recsivables TEA 526,449

1,75

2,535,134 1,925 404
bzraase in currant liakbilities
Traga and olher payalias 1,208,769 324, 631
Cash generaled from operalions 3,743,003 2454, 035
Firance cosks paid {1:23,636) [F2.229)
Income 1Bxes paid {281,830) (217.760)
Laprag-toemei deapossts {B,04T) 11.230)
Met cash generated from operating activities 3,330,380 2,162 786
CASH FLOWS FROM INVESTING ACTIVITIES e A
Flued capial expendibung {3,833,853) {3,449 062
Proceeds from disposal of oparating Sxed assat 73,432 5,455
Frofit recessad an shoet Jarm mvestmank 54433 -
Mot cash used In Invesding activithes (3,507,082) (2. 373,627
CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid” [2.053,068) {1,092 427
Shiort mhwmr:mﬂfr 3,840,000 2,050,000
Long tarm Snancng — 1%9“ 365, 681
Mot cash used |m financing activities 3,241,026 1,323,264
Mel decrepss in cash and cash aquivalents 3,064,334 110,433
Cash and cagh aquivalents af the beginning of ihe year 203 364 92,83
Cash and cash equivalents af the end of the year ’—EE S

® Mo man-cash itemn is indudesd in thase activifes.

The annexed nofes fram 1 1o 39 form an inegral pan of these unconsolidated Snancial stalomants

HUMA PASHA REHAN RAHMAN MUHAMMAD FAHEEM
DIRECTOR CHIEF EXECUTIVE CHIEF FINANCLAL OFFICER
EREAMNMUAL REPORT 20019 146
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4" Feroze1888 Mills Limited

UNCONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2018

I— L. .. BN .0
Aevsiuziicn
Share Ammigaslisn S waittas o Az wed Pawran
=aptnl RLLS premium  preperty. plant praiti
ardd woupranl Tetsl
il b "0

Biniarce ma o Jurs 3, 31007 A,7Em, 008 EOLATY F{EE ] 1,433,000 [ ¥ RFT B, TR, B 14,517 A2
Pl o for o I = - L] . 153087 7 7EE,DET FRETH
Totai Comreianssn NoNT ior Te yey - - - - FRE £ TR e
Fral cast dwvidend for Be pesr srdad o SR
30, AT @ Ra A, M per wnane - . . . O, 5E1) a0 501
TR Sash Aadan bod P wEer evaled faiz el
s 30, B3H & Fia 1,20 g shirm a . . . (453, %81 (B2 AT :
Dalarss e o Jurss 3, H00d 3,7 B DTS 1,44 JEE,IED P ARSICE 13,141, 53 RS A (LA A
P Do o e mar I - . - . EAERE0 EF8E 10 :;:?;l
F Ul Coe i w2 e e . : : : ERIREL L% IR
Sinal caes diviand for e pear sndad ne
a0, AHE B R A5 par s = = 3 = R W ARRAAED o= R =]
i ceab dnabeed b e pear sred
b 30, Z0AR & Py pi sharm - - - - i, 100,400 11,8350, 408T) fiL100 4558
Bl il i i Jiifed 20, 3019

T B D Fdeds YTt 1 B0 0 BT TR POt o P o] ol e,

HUMA PASHA REHAMN RAHMAN MUHAMMAD FAHEEM
MHRECTOR CHIEF EXECUTIVE CHIEF FINANCIAL OFFICER
ERBAMMUAL REPORT 2019 147

e e e
=



4" Feroze1888 Mills Limited

NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR EMDED JUNE 30, 2018
1. THE COMPANY AND ITE OPERATIONS
Faroze 888 Mils Limited (tha Company) was incompomied in Pakistan on Ociober, 1972 a5 a public limited

company. Tha shares of the Company are quoied on Pakissan Stock Exchange Liméted, The Company is
principally engaged in production snd export af Sowsis.

1.1 Geographical location and address of business uniis

Ragistered Office H-23'aA, Scheme & 3, Landhi Industial Ama, Kamchi

Oiffica buiiding Flot # 160, Bangalons Town, Shahrah-e-Fateal Road, Deswaish Cofony, Barachi
Wil & Producon Plof & H-23E=-A and H-23-4-B, Schamae & 3, Landhi Industdal Area, Karachi
Plani - Sindh B-4{A, SITE. Karachi

Flot & A-5, SITE, Karachl

Plct & C-3, SITE, Keraichi

Plot & C-31 SITE, Karachs

Plot @ F-38, SITE, Karachi

Plot # F-125, SITE, Kamachi

Plot & F=342, SITE, Kmnachi

Plot & D-202, SITE, Karashi

Plet # 3424, Harocnabad, SITE, Karachi

Surcay # B, 242, 720 75, 165, 168, 171, 172, 1M 10 181, 186t 180, MO ¢
52, 186, 210, 211, 243, Dah Moachko, Tapo Gabapat, Keamar Town, Karachi

Balochistan Plot & D-12 0 D-17, K-1 to K-3, M-34, HITE, Hub, Lasheds,

Thase are the soparabe financial stalements of the Company in which investmen in subsidiary
i slated 81 cosl less mpairmeant, if any.
2 BASIS OF PREPARATION

21 Statement of compllanca
These unconsolidated financial statements have been prepared |n accordance with the

accounting and reporiing slandands ga applicable fn Pekistan. The sccounting and reporting
siendards appbcabls in Pakstan comprise of;

- internaticral Financial Reporting Standards (IFAS) lssued Dy the internalional Accounting
Standard Board (MSE) as notfad under the Companas o1, 2017; and

- Prosisicns of and direcireas Issusd undar the Act,

Whnere provislons of and directives issued under the Act dffer from IFRS, the provislons of and
directives isswed under the Ao have been folowed,

These unconsolidated financlal statements have been prepared on the basks of historical cost
oonwenton aacept for ireshold and asehold land which i carried al revaluad amound and staff
gratusty which is carried at préesent value of defined benehi abligation nef of fair valee of plan
assets i Accordance with the requirements af LAS 18 "Employes Banefils”,
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Mow standards and amendments

Tha asssunling pelicies adaplad in the preparation of thess unconsohdaled finantial stalemenis are
cenalstant with those of e pravious financlal yaar sxcept that the Company has adoptad the folkwing
amendrments of IFRS which bacams alfesdive lor the curmant year:

IFRS 2 Share basad Paymenis: Classilication and Measuramant of Share Based Peymants Transacions
(Amoridments)

IFRS 4 |nsurance Coniracts: Applying IFAS B Financial Insiruments with IFAS 4 Insurance Conbacia
{Amandrnant)

IFBS 9 Financial Instnameanis

IFRS 15 Fesanue Iram Conlracts with Cuslomens

IAS 40  Imvestmant Property: Transtars of Imvestmant Propeety (Amandmants)

IFRIC 22 Fanaign Curmandy Trarsachions and Advance Consideration

Imprevements 1o aceounting atandard issued by IASB in Decamber 2016

1A% 28 Irvestments in Associates and Joind Venturas: Clarflcalion Sat measurng imvesiaes af fair valus
ihraugh profit or loss & an invesiment-by-invesiment choice

Tha sdoption of the abowve stendards, amendmanis and mprovaments 1o scoounting stendards did not
have any malérial eflect on the Company's unconsobdaled financial stalaments excapd hor IFRS 15 amd
IFRS 8. Tha impact of adoption of IFRS 15 and IFRS % are doscribed balovw;

IFRS 15 Revenue from Contracts with Customars

IFRE 156 supersedos IAS 11 Canrstruction Contracts, IAS 18 Reavenue and related Inerpretations and i
applies o all revenies arsing from confracts with customens, unless thass contracts anm in the scopa of
ofher elandards. The new slandard sslabhshas a live-stap modal 1o Bscounl Tof revenue afsing fram
confracts with cusiomaers, Undar IFARS 15, revenus 5 recognized at an amaunt that reflects tha
considerafion io which &n entity expects ba be aniithed in exchenge for iransiesring goods or sarvicag
10 @ oustomar,

The standard ragquires antitios bo exercise judgment, taking inle consideration ol af the relevan ek and
clrumstances when applying aach step of fhe model to contracts with thalr cusiemers, The standand
alsn spadilias the socounting Tor the incremantal costs of ablaining 4 confract and the cosls directly
ralatad 1o fulfilling a contract,

Thiz Company elecied the modified retnspectyvwe meshod ard appled the standard meirmspecineety to onby
ea mi0al curran panod presented in ihe unconscidated financial statemeants, Accondingly, the Information

prasantad tor the proviows comesponding pariod bas not beon reskaled.

This Company genemnies ks revenus from sale of goods. The Company's contracts with cusiemers far the
sahe of poots genedally neluds ane parfarrants obligatien and o nol provids susiomars with & righl
of return and volume rebate, The Company has concluded thal revenue from sale of goods should
e recognized ai ihe palnt in fime when control of the assel & irénsfarmed fo the customar, genesally
on delresry of tha gooss, end variadie consideration did not have any impact on the reven e recognisoed
oy the Company. Tharafors, the adoptlon of IFRS 15 did not have any malaral impact on 1he
fiming of rewvanue recogniticn and the amount of revems recognized,

Furibar, dis b applicatmon of ks above standards, the Campany has revigsd s policies and incorporals
additional disclosures in accordance with the mquirements of the above standards in thase unconsoiidaind
tinancind statamaents.
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IFAS & Finanolal nstruments

IFAS 9 'Firarcial instruments’ has replaced 1AS 38 ‘Fnancial Instrumeants: Recognition and Meaauramsnt' for annual
periods beginning on or aller July 01, 2018, bringing iogether & thies sspects of the accounling Tar linarsial
Instruments: classilication and measurement, impaiment, and hodge acoouning. The Company has appled IFRS
9 ratrospaciiesly, with tha initial application date of July 91, 3018 as notified by the Securities and Exchangs
Comenisaion of Pakistan (SECP).

The Company's financial essets mainly ncludes deposits, trede debts, ather receivables, cash end bank balaroes
hinld with commansial banis,

Classification and measurement

IFAS-9 ralain bul simplifes the measurement model ano eslablishes the measurement cabegones of fnancial asset;
amartieed cost, falr valus through olhar compretanséve income (FYTOG) and fair valwe through profit and hoes
(FYTPLL The basis of classficaiion depends on te enli's business modal and he conirachsl cash fow chasacierisics
af tha financisl assets. The Comparmy’s Trade dabds and other Snancial assets proviously dassified as loans and
recaivablas ang now maasuned at amodised cost.

Tha classfcalion and maasinsnant of IFRS-2, Hmmtﬁ!l‘ﬂl‘ﬂﬂﬂ&gm mmmﬂﬂ-ﬂ'ﬂﬁr"ﬂ:
unconsalidated firancial slslements.

impakrment

The sdopSon of IFRS 8 has changad the accounting for impalrment losses for inancial assets by repiacing the
Incurmad inssas model approach with a foresnd loeking sapeciad cradt loss (ECL) spproach, ECL ame based on the
diffarance Datwean (e comraciual cashn Bows dis in atoordance v e condract and all ma cash fiows 1hal the
Company axpects b recaive. The shomlal & then dscourted af &n approdmation b 1he asser’s ongne elecive
irvieres rbe,

For tracka deirle and ofher raceiables, he Company has applied the standand's simpified approach and has calculabsd
ECLs basad on lifelime axpectad cradil |osses, The Company hae estabished & provision mabrix that is based on
the Company's historizal oredil loes caperience, adpusiod for fonsard-iocking factors speciic 1o tha dabicrs and tho
econmmic arirnn mant, Howesar, in canain cases, the Company may also considar a Snanckal asset 1o be in dafaull
wiien intarmal o extamal infarmation irdicales thal the Company is unlikedy 1o recaive the outsianding contractual
amauniz in [ull befane taking intt aooownl amy credl enhancemants haid by e Company. The adoplien ol the ECL
requiremens of IFRS 8 did mal resul in any difference i the axisting impaimment aliowances of the Comparny's debit
Enancial aeseks.

The Cornpany has not desgnated any financial iaklites @8 at tair valus theough prolt or lose. Thare are no changas
in classification and measurement for the Company's linancial Gabiliies

Standards, interpretatlons and amandments to approved sceounting standards that ars nat yel effective
2.3 The {oliowing standards, amamndmenis and interproiations with respect to the approved acoounting standards as

applicabia in Pakeslan would be etfactva from the dates martionad balow against the respeciive siandard or
Il erprel atson:
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Effeciive date
(ennusd periods
an after)
Standard or Interpretation
IFRS 3 Definilion of a Busness [(Amandments) 0 January 2020
IFARS 3 Baisiness Combnatons: Previously held Interests in a jeint operation o1 January 2013
IFRS 4 Insusance Contracts: Applying IFRS 9 Financial
Insiruments with IFAS 4 Irsurance Cankracls
{Amencments) o1 July 2018
IFRS B Prepaymant Feaiures wih Megative Compensation
(Amendmenis) 01 January 2019
IFRS 10/ Consciidated Financial Statements and 145 28 investmant in
A5 26 Aszsociates and Jont Ventures - Sale or Conribution of Asset
Bedaaen an bmesioe gnd s Associsls or Joinl Venlums
[Amendment] hat yat finnlized
IFRS 11 Joint Arrangemants: Prevously held inteeasts In a joinl operation 01 Jaruary 2019
IFRS 18 Lagsas 01 January 2019
IAS 1/IAS 8  Defnition of Matarial (Amendmenis) 01 January 2020
a5 12 inpome Taxes; ncoma tay consequencas of paymeants
om Enancial iInsiniments. clessFed a8 aaulty 01 January 2013
IAS 18 Plan Amendment, Cunailment or Seflement (Amandmsanis) i January 20109
5 23 Barrowing Casts - Borrowing costs aligible for capitalsation 01 January 2018
A5 28 Long-term interests in Associabas and Joint Vaniwes
(Amendrments) O January 2019
IFRSC 23 Unoarainty over Inooma Tax Treabtmanks 01 January 2008

The abave standands and imerpretaiions are not sxpested to kave any material impast on e Compary's Bnancial
stalaments in he period of initisl apolicalion except for IFRS 16 — Leases. The Company Is curently svaliating he
impact of e said standard.

In gdcition to tha above standands and amendmants, improvaments to varioues aceounting standards have alse baen
issued by the (A58 in Decambar 2017, Such improvements are generally afective ior annual reporting pericd
beginning on or afier January 01, 2018, The Company sxpecis that such improvemants o the standands will not
have gy materiad impact on the Company's unconsoiicithed financinl sistements n the peiod of nifial appication,

The 1ASH has alse issued the revised Conceptual Framework Bor Financial Reporiing [the Conceplual Frameaark)
in Masch 2018 which i eNective lor annual periods beginning an or aler January 01, 2020 lor preparers af
umncarsslidated financial sistements who develop accounBng policies basad on e Concepiual Frameworie The
revized Conceptual Framesork (8 not a standard, and nons of the concepts ovenca Mose in any siandard or any
requinemants In a slandard. The purpose of the Concaptual Framesork ts to sestst ASE In developing standards,
b help preparners develop consistant acoounting policles i thare i no applicaile standard In place and bo assis!
partics to understand and interpoet the slandands.

Further, the following new standards have been issued by ASE which are yet bo be notified by 1be Sacuritios
Exchange Commission ol Pakistan (SECP) far the purpase of apglicablity in Pakistan.

EREANMUAL REPORT 2019 151




“77-4» Feroze1888 Mills Limited

24

241

242

243

244

IASH Effectve dabe

{annual pericds
beginning
on or after)

FHS 1 = Firgl Time adapSion of IFRSs 0 January 2014
IFAS 14 = Begulasory Dedarmal Acoounts o January 2078
[FRS 17 — Inaurance Contracts M Jenuary 2021

Tha Company sxpacts fai above new standards wil not hawe sny malerial impact on the Company's unconsolcated
finanoial stalemants in the penod of mitial appication.

Significant sccounting judgments, estimates and assumptions

The preparstion of e unconeakdased financial etatements in conformily wish aparoved accouniing etandsrds, as
applicable in Pakletan, requires the managament 1o make judgment, estimates and assumptions that aflect 1he
applhcation of policles and the reporied amounts of revenues, axpenses, aasats and liabilfas and accompanying
disciosuras. Lincarainty aboul these assumplions and estimates couls resul in ouicomes thal requirs & material
adjustment o the carmying amaunt of asseds or fabilfties affacted in fuhes paiods.

The estimaies and associaied assumpbions ae besed on hisiorical expeianoe and various otber factors that ane
believed o be reasonable under The circumsisnces, he resulis af which form the basis of making judgments aboul
Elﬂl".:ﬂ.l'l'pl"lﬂ'llﬂll.ﬂ'ﬂ aof azsets and iabilties Mal ans mlmﬂvapnwmmwww.

Estimates, agsumptona and [udgmanis ana reviawed on an ongalng basie. Revialons o accouniing asiimates are
recagnized in Bhe pariod In which the estmate |8 revisad f the revision aftects oniy that perod, or in the pericd of
thia renviakan and future pedicds I thie revision attects both cument and futune parocs.

in tha process of applying the aopouniing poicies, manegemani has mada the folcesing astmaiss and podgmaenis
whach ane significant to e unconsalidated financial statomends:

Property, plant and squipment

The asfimates for revaluad amounis of freehold and leasehodd land ana based on veluaSion parormed by extemal
prafessianal valuer and recommandation of in house technical depadment of theo Company. Tha Company reviows
apprapriateness af the rata of deproclation, usalul #e and msidual valse usod In tha caloulation of depreciation on
an arnual basis Further, whane applicablo, an estimabe of the recoverable amount of assais s made for possibie
impairmant on an annual basie. In making these eafimales, tha Company wses the lechrical resounces available
1o the Comrgpany. Amny changs in the eslimabes n the fulure maght aflec the carrgng amouni of eepective item ol
operaling property, plant and squipmenl, with cormesponding afects on (b depreciation change and jmpainman.

Stock-In-trache and siores and aparss

The Company reviews he carying amounl of invenbories on an ongaing basis and as approprials, inventony s
wiinan down 1o ile nel reafisable value (NAY) or provigion & made for chaoleacence. NAWY g estimalad wilh relerence
o the estimaled saling prce in the ordinany courss of business kaes The ealimabed cosls of complelion and eatimalsdg
0815 Necassary i maks Me sale,

Stal gratulty

Creatain acfuatial assumplions have been adopted as disclosed in node 14 to tha unconsolidated financial statemanta
far the valialion of present value of defined tanalit aldigations and fair valva of plan assets. Any changes in hesa
assumptians in futun yaars might affect gains and losses in thoss years.

Impairment of finenclal kesets

Tha Campany uses a pravigion malrix b caloulate ECLs for rade debis and olher recervables. The provision rabas
ane based on days past dus for Company's vanous customer that hawe similar loss patiems,
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Tha prowdsion matrix is initially based on tha Company's histodical chserved dofaul raies. The Corpany wil calibrate
the makix i adjust the histarical credt loss experence wilh farmard-leaking information. Far instance, i foracast
seonomic condilions are expecled to deleromls over Te nexl year which can lead o an increased number of
dafaults in the manulachsing sscior, the hislodcsl detaul rates ans adjusted. Al every reporing dabe, the Mistorical
cigerved delaull rabes are updatad and changas in 1ha forward-looking estimates are analysed,

Tha assessmant of the comalaton batwean hesoncal obsarsed dafault rabes, forecast aconome: condtions and ECLS
is a significant estimaba. Tha amount of ECLs s sensitve to changes in gimumstances and of forecast eeenemic
conditions. The Compary’s historical cradit les saperience and foracas! of sconomio condiiars may also not ba
repraseriafive of cusiomer's stiual dedault in the fulwe. The inlomabion about he ECLs an the Company's financial
mEsels enposed o crodit sk Is disclosed innole 342

Taxation

In applying the estmate for Incoms 18x payeble, the Comparny takes inte account the applicable e laws and tha
dacislon by appaliate authorfiles on certain |ssuas In the past. Instance whene the Gompany's view difters from tha
view takan by the income tax depariment &t the assessment singe and whers the Comparry considers that s view
on ftams of material radun is In accondance with lw, the amounts are shown as cotingency,

Contingenciss

The assessment of the corfingencies inherently invokes ihe exercise of sigailicant judgment 88 e oulcome of 1he
fuiune everis carmot be predichsd with caneirty. Tha Compary, based on e avallabBty of the abeat informeation,
eslimates the value of contingent assets and liatedities which may differ en e ecumencs | nan-occurmance of tha
uncartain fubure events.

SUMMARY OF SIGMIFICANT ACCOUNTING POLICIES
Property, plant and sgqulpment

Oparaling asssls

Thaso are stated af cosd loss accunulaind depreciztion and impaiment loss, IF any, exceps for land which is stiled
#l revalsed amount less impairment, 3 any. Deprecialion is charged 1o stalemenl of profil or loss apphing the
reducing balance melhod 81 the rales menlioned in note 4.7 (o he unconsclidated linancial stalsmants sxoenl bor
lease hold Improvemant which are deprecizled on straight line basis a1 the rales mentioned in note 4.1 1o these
unconscldatd financial statamants. Dapreclafion is charged from s mons (m which an asset |a avallabla for uss,
while no cepreciation 8 chasmged in Me month on which an assat is disposed off,

FMainianance and repairs are charged 1o siglement of profii o loss as and when incurred. Major renewals and
Improvemneants which ncrease the gssel’s remaining usalul ssonomic Be or the padormance bayand the curmanl
etimated levels ara capitalaed and the assels 20 replaced, ¥ any, ane retined.

Giaing or loeses on disposals of operating sesats, If any, are recognized in the statement of prolit or oas.

Tha aesats recidual values, wsaha Bves and depreciation methods are reviowad and adjusied if appropiiate, at agch
financial year anol.

Increases in the carmying Rmounis ansing on revaluation of land ame recognized, in staement of other comprehenshea
incame and accumulated in resensas in shareholders’ squity. Ta the exfent thal the indmass reverses a deomass
praviously recogrized In stabsment of pralil o lass, the inorease is frst recognized in statement of prof or loss,
Diecreasas ihal revarss previous inoreases of the Same asse! ars fint recognized in stiatement of sther cormprehenshe
incarme. 1o the edent of the remaining surplus affibouiable 1o e aasst; a8 olbar dacransas ans changed o giatament
ol prolit ar kass.

Tha: carrging valises of proparty, piant and aquipment am reviewed at sach stalemant of financial position dase for
Impairmem whan events or changes in circumsiances indicate that camying values may rat be recovarabie, ¥ such
Indization axists whan tha canrying vafues axcesd tha estmated recovarabla amounts, the assets am written doen
to thair rcoverable amounts.
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Capital work-in-progress

Thesa are stated & cost ees mpaimeni, # any, and mpresant sxpandivres incurred and advarcas mada in respaect
al specific assats during e construction / installason year. Thess are fransiemed io relevant operaling lixed assets
as and whan assels ane avallable for usa,

intangible essats

Thess ane slated at cosl bess accumueied amonization and Imgakment, § anmy.

Amarlizalion is changed on siraight line melthod. Amoerdizalion on addBons e chanped in tha month in which an assel
comes imto operation while no amestization |s changed for the mangh in which tha assat is dspasad of,

Investment In subsidiary

Invesiment in subsidinng is stabed af oosd loss provision for mpairmeand, if any.

Stores and spares

Thesa pre valued at iowar of moving avarape cost and astimatad ned realizable vaue (NAY) excapt Hems insmnsi,
il any, ars valwed al eosl comprising inveice values plua other ahargpes ncured Bareon uwp 1o the siaemand of
fmancial position dais:

Provision, ® required is mage in the unconaoiidated Rnancial siatemednts 1or skaw moving, obsoleta and undsaibie
itams to bring thesr carying vaius down o MEWY.

NAY represants aslimated salbng price in the ordinany course of business, less e esfimated cost of complation
and he estmated cost necessany b maks the sale

Stoek-in-trade

Haw miabarials and linished B‘.’H!dﬂ ang vk al hﬂll‘ﬂ&ﬂrﬂgﬂ- sasl-and aslimated NREV, E.lb!quliﬂrl'lt in-Lrasi s,
1% any, are valuad at cosl mpr&mg Ireoecs values plus Dﬂﬂrﬂmmﬂ mncumag tharaom 5 o Tha slatemant of
financial peaifion date.

Cost signifies in refation m;

Raw and packing matarial - Purchass cost on avarags basls

Fintzhed goods and work-in-process - Cost of direct matarial, labour and proportion ol
= manufaciuning overbaads

Shock-in-ransil Inveaice valie plus oiiver changes paid thessan up

o tha statemant of financial posiian date
Work-in-process is valued at aversge cost of rew-matenals Incluting a proportionase of manutaciuring ovarhaads
mmnwm includes caat of frect matanalks, kabour ang approprigte paricn of manulaciuring onarnesds.

Prowigion, i reguited i mada in the unconsofidated financial siatemnants lor sliw maving, cbackals snd unusable
isgms to bring thedr canying vakie doem o NRY

Financiad iInstrumants

During the year, he Company has adopled IFRS 9 which became aoplcable on July 31, 2018 This has resullsd
in change in accounting poicies of the Company for financial instuments, The changes am discussed in note 2.2
1o thess uncorsalidaied inancial slalemants. Tha new ascouning policy for inandcal instraments ane s folloes:

A financial instrament ls any conlract thal ghvas fse i a financial assal of one endity and a francal Tabiisy or equity
Ingtrument of anather entity
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i} Financlal nssets
Initinl recognition and measuremient

Under IFRS % Fnancial assets are classified, &l inilial recognition, as subsequenily measurad al folleaing;
(&} at amortised cost

{bi at fair vaiue Through prodit or kess(FYTFL); and

{e)  Tair valus through other comprabiensive incoma (FYTOCH,

The clessilication of financial pssets al inital recognifion depends on the finendal asset's contracisal cash flow
characiediglica and the business modal lor managing them.

(&) Al amartissd cosi

A, Timarcial aasn) i measuned at amodised if both of 1he Tallowing conditions ane met:

= Tha financial assal is held within a business modal with e objeative o heid Enenciel assets in order o colag)
contraciial cash fwa; and

- Thi cordractual serms of the fimancial asset gowo rise on specified datas o cash flows thel ane solaly payments of
principal ard injeres an the principal amounl oulstanding.

{b) At fair value through profit or loss

Firancial assals with cash flows fal are not solely payments of principal and Intares! are classified and measwad
ai falr valus through profl or loes, Irespactive of the business model. Finencial assets al fair valus through prolit
ar loss include financial assets hald for trading, financial assats designatad upon infial recognition af fair value
fhrough prafit or loss, or finencial asssls mandaladily required o be messured ol tair valoe, the Comparny may
Irrevecably designate a financis! aseet thed cihernwise meets the requiremants o e measursd &t amonied cost or
al FVOC] as al FVTPL if doing so alminales or significantly reducas an accounding mismaich that would atherwise
arEa,

A Mmancial assel (unless il iz & rade recaivable wilthoul & Hmil‘l[‘.mlﬁu‘rﬂiru camgponent thal & initally measuned
at e ransaction prica] is mitinlly measuered at fair value pius, for an Bam not at FYTPL, fansaction costs that are
dirscily aliributable so its acquisition,

{c} At fair value through other comprebenshoe inoome

& geot instrumants i6 measured at fair value through G0 If bath of the following sondstions are mat;
- The firancial asset i5 held within a business modal with the chjectva of bath halding 1o collact corractual cash
fiows and selling; and

- Thi coniractual karma of the financial assed gwe rise on apecilied dates (o caeh kwe thal ane sosaly paymenis of
prinzipal and meres on the principal emount outsianding

Oin Iniglal recogniticn of an sguity Investmant that is not held for trading, the Company may imevocably alact to

pregant subsequent changes in the imnesiments tair valus in OCl. This aleclion is made on an investmant-by-
irvastment bas's. However the company is not having any imvestmant in aguiy instruments.

Subsagsani meassramant
For purposes of subsequent measurameant, nancial assels are classified ino lollawing calagories:

- Firsircial assais al amodised oosi (dabl instrumands).

- Financial asssie designated at {eir valus through QCI with no recycing of cumulative gains and losses upon
dessoognition (equity Dstrumenis)

- Financial assats at falr value Mrough profit or ioes
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Financial asseis st amorised cosi (debt instruments)

Financial assats at pmorised cost am HMI“W using the affectea intarast (EIR) mathod and are
subjiact to mpaimmant, Gains and losses ane moogn in prodit or loss when the asset 5 derecognised, modified

ar impalrad
Financial asaets &t fair valee through prodit or loas

Thess A8SALS &M mﬂ:raa-quunﬂr- raasured af fair valua. el gains and lossas, incuding any inteqest o dividand
irisame. ans recogrigad in pralil or

Financial assets at fair value thraugh OCH with recycling of cumulative gains and lc-m{uuuruwmuu}

Financial asesis st falr value through OC1 with no recyeling of cumulative gaine and losses (sguily

instruments}
Thasse assels g rrsasured Al Fai valus. Gamardlnﬂummw:nﬂammmqﬂhd
1o prof or logs. Di & are recognisad as other incoma in the statement of profit or loss whan e right of

payneat
has besn established, smapt whan the Company benedits from such procesds as a rmoovary of part of the cost of
%ﬂmﬁ%ﬁbﬂmm wd:-qahtmmwm-dnml Equity instnumants dasignaind ak tair value Sough
&g mot s mpaimment asseEsma
A3 at the date of statemant of financial nun.ﬂnrr'nmsrhmnlhl any aguity instrument designatad ai fair
walue thirough OC1, i e ik

Derecagnition
A inancial mssel & prrmardly derscognised [Le., rerneved from (he Company's staisment of inancial pesition) when:
- The rights o meceive cash fices from the asset have expined; or

= The Company has transierted fis rights 0 recaive cash fliows from the assel or has assumed an obligation to pay
huMmhmnulmﬂmmwahlmWMuman amangamant; and sdhes
8] the Company has ansiemed substantially all the: risks and rewards of tha axset, or (D) the Gompany has nahes
nahamed nor retained substEanialy all iha and rewards of tha aEEaL mm:mmmﬂmmuam.
Whan the Caraany has trans 5 righle i recais cash Nows: om an assed o has enlesed inba & pess-though
arreuu&mem.ia-mmmauﬂ.muh:whaJExMLnMEmmmummmmﬁp.

Whan il ibs paithar ranslared nar retained substantaly &l af 1 risks and rewards of the asast, nof ranslaned

canired of the assel, the Compary conlinues o n:u- the ransderred asset b the exbani of i comining

irvodeamant, In that casa, the Company also moognises an associzied liability. The transfarred assol and thae

assodiaied |iabilty are maasured on a I:l-sh that raflects the rights ard abligations that the Company has ralained,

Ganbnung invohement that fakes tha form of a guaranies ovaer the Transiered assel s messured at 1ha lowar of

e unglr;J camying amount of the assed and 1ha maximum ameunt of consideration that the Company could ba
regay.

Impalrment of linancial assels

The Company recagnises an allowancs for @ credil lngses (ECLs) for &l dabl instruments nol held ab fai
wakue Sraugh prafil or lozs. ECLs ane based on lhe dferencs between the conlractual cash lows due in acoardancs
with tha cortract and all the cash Nows thal the Company expesis i recaive, dissounded al an approxirmation af
fho origna! effective mtorast rate, The expecied cash lowes will include cash flows from fha sale of collasersl hald
ar gther cradit aphancements that ar iregral to the contractual tarmes

Es are For credit res tor whech thare has not bean & sgnificant increase in cradit
rigk sinca Inii are provided for credit losses that result from dedault events that are

within the ne 12—|'|'|n-n|lm- aiE rnuﬂtl'nE'L‘.!L:l For thioes cradd & res far which thess hgs bnlanaml'ﬂk:aﬂt
increans in credit risk sincs iniGal Iﬁnn.ammma equired bor credil losses expecied ower tha
remaining |ie of the exposure, irespec nrmaumummmmlmmﬁm

For trade debis, s um in calouating EGLS. Thanefara, the Sompany doss not
btk charges in credd :.Elhul wmﬁuumama basad on lifetime ECLS a8 each reporting date,
The Campany has establshed o pravision matrix $al in based on s hisloncal cradt loss axpananos, adjusted lor
farward-lpaking fRclom specific to the dablors and tha econemic envirarmant,
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The Company ::n'rhdiﬂ-l financial asset in dofault when conbradchual payments am 80 days pas! due. Howaver,
lhwmﬂ!}l paurry ey alsa consider a financial assat to be in dofaulf whon or padamal infoemation
indicatog that Gummnl.uilh 1o meceiva the outstanding contractual amounts i full bedore taking i
accant any credit enharcemants hald 1mcumplnr:lfha.ndamhm$1:ﬂmmmmmﬂn
sxpaciation of recowanng tha contraciual cash fiows

i} Financiel liabillties

Inilsl recognition and measu rerment

Financial liabiftes are classified, at infal recognition, as financial liabilities at fair velua fhrough profit or loss, loans
gt BOATWINGE, payAles, OF a5 terfivalyves designated as hedging instruments in an eHecte hedgs, as approarale

All financiad iabities are recognisad inktialy al fair valus and, in the case of lnars and bomowings and payablas, net
of directly afsibuiable irarssciion cogls.

Financial linbilities at amortised cost

Financial liabilSos af amortised oost inclodes all fnancid llabiitles, othar than those maoasunod a fair waluoe through
prodi or lass, i any.

Financial llabdlities at falr value through profit or loss

Financial liabdities &l fair vakie through prof or loss inciude linancial labdilies held lor rading and linancdal Rabiilies
dasignatod upan indal recognition & at fair value though profit o loss. Geins o losses on labililies beld for mding
are recognised in the stateemant of peotit or foss. Financial labiities designatad upon Inlal recognison at 1air valie
ihrowgh profil or loss ara designated &1 the initial data ol recognilion, and anly if the criledia in FRS § are satished.
Tha Comparry has nod dasignabad any financial Bability as at fair valua throwgh prof or loss,

Loans and borrawings

Theés s the catagary mesl pelevant o the Comparny. After Indtial recognition, inmesaet-bearing loans and bornowings
e subseguenlly measured at amanised cost uging the EIR mathod. Gains and losses ane recoghised in profit or
lcss when the labilities are derscognised as well as throwgh the EIR amortisation process.

Amoriiced cosl i calcutabed by 1aking into aocour any discoun or pRamiim on acguisilion and fees o casts ihat
ara @0 imegral past of tha EIR. The EIR amodtisation is included as firance costs in e stetemant of profit or loss.

This sategary genarally appliss 16 nterest-bearing loans ard bocrowings.

Devecognition

& financial Fabiity is derecognésed when the obligation under the liabdiy is discharged or cancelled or expimes. Whaen
@ eadsting firancial lakiiy s replaced by another from the same lendar on substantialy difesent tarma, or the 1Ems
of &n existing Eability are substaniialy moddied, sush an exchange or madificadion is reated as the demecognition
of tha original Eabdity and tha ecognition of & new Bability. The dfferance n the mspacivs camying amouns &
recofnised in the sieiement of profl oF loss.

CHisatting of financial Insfrumants
Financial assets and financial labilties ane offsel and the nel @mounl & reported in the siglement of fnancial

posHign if thare ks & currently enforceable legal right bte offset the recognised amounts and there is an
inderion 1o sedlie on 8 neld baais, 1o realise e asasds and saitle the lisbdilies gimu Hanedo sy,
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Coniraci Habilltles

A copract Fabdity i the obBgation of the Comparry lo ransbar goods or Bardces 1o A cusbomes for wiich
iho Company has recedvad considaration (of an amound of consideralion ia due) from the customar.
It & customer pays considaraticn bafore the Company transfers goods or sarvices o the customear, a
contract Eability & recognised when the payman| is made o 1he payment is due [whichewer is earlier),
Contract liability are mcognised as reveanee when the Company periorms under the confrack.

Favanis recognilion

Dwiring tha year, the Company hae edopted IFRS 15 which becams applcable on July 01, 2018, This has
resuliad in change in accounting podécies of the Campany lor revenua recognilion. The changss arg
discussed in note 2.2 o thass unconsoldated Snancial stalements. The New accounting palicy ior revanue
recognition are aa foliows:

Revenua s recognised a1 emounts Bhat refiect the coneideration thal the Company expects to be entited
10 i exchange for ransharing Qoods or sedvices to A customar. Aevenus s messured a1 the iair value of
iha congigaration raceived or receivable, and is recognisad on tha following bagis:

- Ravanue from sale of goods & recognised when control of goots have been transierred 1o a customes
a1 & paint In tema when the periormance coligalions are mal. The credit term ordinarily ranges from
30 ko 60 daye.

Othar incoma

FRatum cn shart-term gapasits and imvesiments &t amorisad cogl are accounted for ueing e afiscthe
imtargat rate method

Advences, deposits, and prepaymantis

Thess are stated at cost kass provision for doubttul balancea, f any.

Shara Capital

Oroinary sharas are classifled as equity and racognized at thalr face value. Incramental costs directly
afiributable to tha e of new shames or options ara shown in eguily &5 a deduction, nat of ax, from
1ha procaads,

Borrowings

Bomroawings ane inttially recogrézed at fair valua, net of fransaction costs incurned and subsaquandly carmied
af amprtized cost using the affective mbarest method

Boarowings are classified as curent liabiies unikess e Company has an unsonditicnal | comractual fght
1o datar setlement of the lability for at east bwalve monshs afier e statemant o Enancial position daba,

Unclalmed dividend

Dividend daclarad and ramain wnpaid for the perod of mare than three years from the daits it is due and

Unpald dividand

Devidend declarad and ramain unpaid for the parod of three years from the dats it is due and payabla,
Taxation

Currant

Tha gharge tor gumant taxation is baged on taxable income at the cument retes of texation in accordance
with Incoma Tax Ordinance, 2001,
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Deferred

Since the major pertion of income of the Company is subject o tax under Final Tax Aegime, no defemed iax
Hadilfy has been accourdad for In these unconsoldated financlal stsiements as the Compary's tax Habdity
will e assessnd Under tha sald regirms and, henoe, no emponny dBerences oe lkeby (o arss in respect al

sales, whereas, emporarny differencas in mspect of oiher incoma are sxpacied to be neglgbia,

Etaff benafits
Defined contribution plan

The Compary cparates an approved defined contribution provident fund Tor ite edgible employees. Monthly
coriribulicns are miade bed by the Compary and employsas b (ha fund at the rmbs of 10% of basic salary.

Dafined benafil plan

The Company operabes an un-approved and wilanded dalined gratuky schema for all parmanent empicyess
who have complated tha mindmum qualilying year of service lor entilemant of gralufty. The contributions
16 the schema are made in accordanos with ®ie independant actuarial valustion. Actuarial gains and losses
are recognized m full in the pariod in which they occur in the ather comprehanshee mcome. All the past
service costa are recognisad ol the eadier of when the amandments or cufadment cocurs and whean the
Campany has recogrisad raiabed restructunng or immindlions barafits. The latest actuarial valkiation was
carmed out &5 of Jung 30, 2019 using Projected Uni Credt mathad,

Employees’ compensation absences

The Compary accounts far the liabily in respect of employess’ compensaied shaences in e year in
which these are eamed.

Provigions

Provisions are recagnized when the Company has a present (legal or constructive) obligation as
A resull of past vants, and i s probable (hal an outhow of resources embodying economie benafls
will ba raquited 0 saitla the obligation and & reliable astimate of the obigation can be made,
Provisions ane reviewad at each statement of financial position date end adjusted 1o reflect cumenl best

aalirmals.

Borrowing Costs

Bommowing costs dinpoty attributable to the acoquistion, construction or proguction of an assed ihat necassardy
tahas & mibstantial padod of ime ko gat ready tor e Infanded use or sl Gre caplialized as part of the cosl
al e respeciive sssais, Ml cbher borowing cosis ase sxpensed in lha paricd in which ihey eoour. Berrawing
costs consist of interest and other cosls tha an eniity incurs in connecian with the borowing of funds.
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3.8

Forelgn currency traneactions and tranglation

Transmctions in foseign owrences ane franslsted info Pak Bupees ot the loreign sxchange rate nuling
a1 tha date of the fransaction Monelary assets and liablliles danominaied in forsign currencias
a1 e glatemend ol linancial pesitien data are lranslated inlo Pak Ruepeas al the loreign exchange
rite prevailing at that date, Fercign exchange gains and losses rosulting from the settiement ol such
transactions and fram the translaticns at the year-and exchange rates of monetany assats and lab#tas
dememinated in lonsign cumendes are recogrized in B statemant of prof of ks,

Funcilonal and presantalion currency

These unconsolidated fnencial stwiements pre prepared in Pak PFupees, which is the Company's funciional
and prasentation curency.

Eprnings per share

The Carpany presents basic and diuted samings per share (EPS) dala o its ordinary shares, Basic EPS
is calculated by divding the prafif or loss atiributabla fo ordinary sharghaolders of the Compary by the
walghied sverage number of ominaey shams outsEndng during the peried. Diluted EFS |s datamninad by
arfusTreg e proft or loss alidbulsble @0 ardisary sharshoidens and e woighled avensge number of srdinany
shames outsianding for the effects af all dilutive potential crdinary shares,

Dividend and appropriation 1o resanes

Cévidend and appropaiafion o resends ans recognlzed in the uncongalidaed linancial stalements in which
{heda are approved. Transier betwean reserves made subsequend o fhe stadement of fnancial positicn

daie & considered a5 a nor-acusting evant and is recognized in e fnancial statemanis in fha parad in
which such tranelers are mada.

Contingencies

Caonfingoencies ane declosed when the Company hiss 8 possible abligation hat anses lram pas) events and
whose sxkstence wil be confinmad onby by the cozurrence or non-occurrence of one or mare uncarizin
Tuture avenis nol widlly wethin the control of e eniity oF & present ooligation that arises fnom past evenls
It s nal recagnised becauss it is not probable that an outflow of rescuncss embodying economic benafits
il be requinad 10 sefie the coligation or the amount of the obligation camnot be measured with sufficient
raliability.

Cash and cash sguivalents

These are staled al oost

Segment reporting

Qperating sepmants are reperied In &8 manner consistant with the ntemal reporting provided 1o the

management. Mansjament monilans the operaling resuils of e business ssgmeants separalaly fof the
purpesa of making dedisions about resouroce allacation and pedonmanos assessment.

8
PROPERTY, PLANT AND EQUIPMENT e {Rupess in ‘000).-----

Oparating twed assels 4.1 11,388,151 8,939, 5
Capital work-in-progross 47 2,070,731 1,907,307

diMe0FR7  JOM6TR
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4.2 During the year ended June 30, 2017, four of the Company's phots of land were revalued resulting
in surplus of Ra, 1,458 millicn, The valuaton was carried owt by an indepandent valwsr - M5,
Joseph Lobo (Private) Limited on May 22, 2017 on the basis of présent market valuas for similar
sized pleds in the vicinity of land and replacement values of ssmilar bype of lend based on present
cost (level 2],

Had thera bean no revaluaton the nat book valua of freshold and lsasehold land would heve
been As.145.68 milion (2018: A=.145.68) and Rs. 19648 million (2018: Rs. 158.48), respactivaly.

4.3 Forced Sale value as per the |ast revaluation report &8 of Jung 30, 2017 of freehoid and lease
hold land is R2.441 .81 miion and Rs.1,388.36 million, respactivehy.

4.4 Particular of Immovable Asset in the name of the Company are as follows:
Particular Location Total area{in acres)

Production Plant H- 234 A & B Scheme no. 3, Landhi 23.75
Indusirial Araa, Karachi.

Production Plant Survey no. 81, 242, T2 1o 76, 165, 168, 171, 172, 16 1o 181, 148.23
186 0 190, M.C no. 92, 156, 210, 211, 243, Deh Moachka,
Tape Gabopat, Kearmnan Town, Karachi

Production Plant Pilot no. 342-A, Haroonabad Indusirial Area. 0.04
Progduction Flant Flot no. D-12 1o D-17, K-1 to K-3, M-34, HITE, Hub, 18.75
Lasbeala. Baluchistan,

4.5 Depreciation charge for the year 010 2018
has beon allocated as under: oo -~ {Ritpoes In 008 - - --
Cosl ol sales Bad 482 B2 254
Adminisirative cost 88,53 e

T OET 085 TAR 112
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The aggregaie book wvakhee of disposal of property, plant & eguipment has excesds As. 5,000,084 during
ihe year for which the datall of disposals of property. plani & eguipment having book value of more
than Ae 00,000 during the wear ara as fallows:

Particuls Coat  Accumglalps Book Sal ml'[i.lﬂl Woda of Parculsrs of
Deprecision  Valus Procesd Dispotal  purchasers

[Pl ared Machinasy

Mopionchile X0 AERSM MM i SR 4922 begisten Mo Hakem

Warping maching WSTAT  MATE MM 13000 MG Wepotsben  Fauk

Camber machine A . 19820 518 B 100 00 [1,TAI51H)  Kepofiaon Agrgl A

Gosiangs 40 § 20 fesl 35145 il RE T2 335000 ZZ2EM  Kegobeton Wubestt &

Lacp dyer SIS TR ANEEE 14RO BELNY Repolsien ek

oo ke drys! A 15,582 TS BB =000 5243 Wegoteton Humeyen Mz

Shvadadyereihoodse  MERIM 0 MAD RS ERLIEAN 1,200,000 [FosdEll)  egoliafon Shahbar M

Sk maching EHA niEE & 5ER T4 A5 [L1E15E])  hiegobabon Humayen Maz

Sulrs oo FTII 18800 .24 D E1655 750000 ZMIED  kegolizien Wubarenad A Hassman

Eydzer loore PTID 131301 18 515551 TE0 M w Muharmmad A4 Hagsna

Sl oo FTI 21T 45 B ETT065 TH000 THEIE  kepoliafen Nulamnad A Hessnat

Sl loom FTI e L4 e 11 ] TE00 TAsd  Wegobabon Mihammad A Hasaman

Sulpes o FTI 214 025 RN EELLSE 5000 06l Wegolafon Neharnad AF Hishmay

T IE L BT 342 50000 TS begofafcn  Nehammad Al Hashan

Slpes o FTES0 2602 6 75 506 1,568 362 21000000 OEER  hegoiebon Nuharnad Al Hassmsy

Syl oo T SRAM  TEMEE  EeE LIy ——

WAIEy mades 380,002 1248 46D B4 442 1,300,000 TESLEEE  hegotzben Shih Dasn

Warsing machios IR 1R 537418 748000 G begoimien  Fak

b b TN DI ST BW0N (s a)

Waor Vencie

Handa Tz |:B.'ﬂ-2|3:| AT 0 55 EET 1B, 158 1,532000 (58138 Wegobiekon Al Shippan

Hosa Cy BERAM] A EIND SN0 17000 MRAO  Nopoesicn  Shuma bl

Towela Comla (BHL-R 1852500 T A2 1,160,856 1350000 T2 kegdeben LsEra ameyun

Tosh Ham [FAMZ 3SR MBI Mg 13000 BALTY  Wegfsben  SyedBarkal Al

5ol Cufas | REC-BETE 125100 52T BB TR 1, B S0 Emplopsa |rwan Keex

e CyBEYAN]  1ATON EMTE UMM 1258 MEME  Eefrsoye  Wajar Shanin

Sumik Cultua [BHD-4E2) 1,158.0m &I T BT.28 1.6 A Kegobgbon Mubanmad Al Khan

SunkiCobus BHDET) R0 0GR THB M2 38805 UTHE Erplopss  Sheah Masiow

& Gutus (RLUF-234) 120400 ST b s ) 1006110 ZANT Evplea Abeiul Wahaad

Sunki Collos (BHG20T, 1193000 a5 2 T, THE 7028 EMATE  ExErpiyee Kk (Bigh ks

S bahwan (BLO-5361 a32.m 1R ] Bl 2T a2 16076 e Caim  EFU b Jubls insranca

Sk Colles [BFB-431] 1,000 E1T457 BB 525 AL ZITAE  Evplopes Spira ik

£ i Molvan (RRCEET) A am 153 271 B R 2000 19T nernca Caim  EFJ S Jubls barann

Sk Wi [BIONHIE TR 134 BEd BE2 107 T 15T EcEmpioves  Molammsd Wagat

Mo CpRMRSE  OEN R 40,261 HETS H1EK) Erples  Noharad gl Baake

S Cofts [BOF-2E5; 1,085,000 e [E2 E1634E [ EhRH 164313  Evplopes Harreed Liddn

THAEN  SEAEA IR0 RS FIED
Ornéioll ol 201 AN INTERO  BJWEW WG @LTHET)

*tona of the diractors or the Company has any relatiorship with the purchasar or empleyes.
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2019 2018
4.7 Capital work-in-progress Hote oooeee (Rupoes in ‘000) -----
Building on leasehold and BZ0LE31 B18.315
Plamt and machinary AL a8 a8
Fumiture and fixturas 163 458
Euipmupst 51,147 186,361
Leasafold Improsament a2 3000
£ 71 16513134 1,727,585
Acvanos for cagpital expendiluna 187,587 178377
2,070,731 1,807,307
471  The movement is &5 follows:
Hafancs &l the Deginning of the yaar 1,727,930 501,795
Capitad sxpenditura during the year
Building on leasehold and 1,780,931 028 7R3
Plamt and machineny 207423 2. 146,560
Caomputas 5408 10,862
Fumitura and fixhunas 3457 38,065
Erpuipments 194,284 5ES
Leasahoid Improvamant 28,023 84 568
3,491,528 3,216,807
Transfer o operaling fixed asasts I
Building an leasabold land {1,078, 418) {4571 441)
PFlanl and machineny (1,867,185} (1,448,67E)
Compurigns {5,408) (11,577)
Fumitares and fixures {3,752) (28,172)
Equipmanits {155,438) (=8
Laaganoid [mprosaments 1 i)
(3,224,271} (2,033,045
Trangbar 0 expenses [ adjusiment [B2,052) {7427
1,673,154 1,727,950
-] INTANGIBLE ASSETS = Softwane
Cosl
Opening as af July 1 35,218 3058
fdditions during the year 456 1,956
Write-afi{ trarsfemed from oparating fixed assots = @, rasy
Cleeing balanca 35,711 35,215
Aecumulated amortizatbsn
Opening as af Juy 1 {33,345), {33,083}
Charge kor the year 6.1 (514 f282)
Closing balance {33,888) [, 345)
Mot book value a5 At June 30 1,852 1870
Annual rates of amoeriization 2% 205
B.1 This raprasents the amonization charged to cest of sales,
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FA |

LONG TERM INVESTMENT Note e . -m?“

Al cosl

Invesiment in subsidany 4] G4

Lass: Pravision for impairmaent &1 (508) 608)

Al amortised cost

Bales tax refund bonds 186,000 -

Add: Accread pralit B2 153 -
186,153 -
188,153 :

During the year, the sharsholders of FerozeiBBE through spacial resslubien in annual general
meating held on Oolober 27, 2018, approved the veluntary winding up of ils subsidiary, Xublimily
{Privata) Limited, & subsidiary company with T8% sharehalding of the Company, and in this
respsc] a |if|hi|!ﬂ|.ﬂ-l' Was II!IFIEIH'IIHII with aflect from November 05, 2018. All tha ralavant .‘H‘.'ﬁ!]
farmalifias and Kling reguiremenis as required under the Companies Act, 2017 were lulfillad on
March 28, 2019. The same has been acknowledged and regisiered by SECP through letier
dated April 18, 2019 and subsidiary company, Xublimity (Private) Limited, shall stand dssalved

alter B0 days af the said leter.

This represents the 1,860 sales tax refund bonds of Re_ 100,000 asch issued by the FBR Rafund
Sattiernant Comgany (Privale) Limited on June 27, 2010 in lieu of paymenls of gales lax. These

bands carry profil @10% per annum and malurily latesl by June 27, 2022,

2018 208
STORES AND SPARES . ===-fRopes I a0} -~
Gararal shoras 333,238 araxno
Chamazals 234 B34 260,545
Packing stores 201,034 143,465
863 906 TIT
Shores and spares in transit T 882 401, 954
Lass: Prowision for slow mosing T (&3, 284) _E%f-ﬁil_b
~B0Agd 85,710
kMavement of provision for slew moving and absalela storos and spares = as follows:
Balance at the baginning of tha year 185,464 185, 464
Change for the yoar 8,358 .
Rrewarsal during the yoar (161,538) .
Balarice al the end of the yoar T T T
ETOCH-AN-TRADE
Raw material in:
< hard 2,831 448 1,554,045
= transil B1,101 20 503
2,982 548 1,575,526
Norkin-p BE.1 2,330145 1,470,271
Finished goods 82&83 1,008,393 846,471
_SATI0ET _38EET0
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4" Feroze1888 Mills Limited

A Triss inchude invartary of Fis 306 16 milion (2018; P 152,80 milion) hekd with $ie wardous parses for processing,
82  Theamour of finished goods witien down %0 NAY was Fa 261 96 milion (2018: Rs 120,56 milion).
a3 Finished goods include stodk in transk of Fs 238,58 millon (20718 As, 355,25 millon],
2019 2018
4 TRADE DEBTS = considersd good Mato - {Ruipoes in 008] - -
Exporl 8.1 7817, 757 BT R
Local 12,237 19,871
7,620,000 5,101 402

a1 This inchede an amount of Ra.85.36 milion E0M8: nd) dues bom a melried party
oz Thir manérnum ameaunt due from aelabed garfios, 3 e end of any month during e year wee Fs 501 66 milian
flume 30, 2018 As432. 74 mikon) and balance outsiending fom meiatad pary a8 &t Juna 30, 2019 s nof pest dua.

2019 8
10 Advances, deposits, prepayments and obher receivables Moo cee - {Rupoes in D0O) - -
Advances
= gupolies 1m0 145,602 13,181
- employees 465 575
146,267 313,756
Doponits 102 46,268 275
Frepayments 10,3 161,378 7562
Other receivabbes
Sales [ alundabile 181,568 209 027
Expart rababe  duty drawhack 601,858 a62 63T
D from Gowvarnmant 104 507,831 1,121,347
Cshers 53,210 1,509
1,250, 668 |, i 410

160, 501 2143315

101 These reprasents mberast free acdvances 1o suppliars kaving masurily lasast by Auguss 2019

Jurisdiction Hame

Marth Amarica Synavax Ing,

Middlie East Catarpilar SARL,
MTU Middle Easi FZE

Ewropa Femako Paper & Board B.V.
Saurer ll‘all? Soluticne Gmioh & Co Kg
Lagrem

ABla Sudive rare Private

Limnitad

Jiaoruo Yuanbo Erwvironment Proteclion Technalogy Compary Limiled
Battary Asia {S} Ple Limitsd

Tricherl Lini

10.2 Incdude amount of As. 2B.63 milicn pald 1o a refated party (2008 Rs. 27.68 milion).
103 This Incliudes balance of Ra.1 56,088 millon oulstanding wilth related pamy.
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4" Feroze1888 Mills Limited

et b Fobti
. m in m} .......
10.4  Dua from governmant
- Drawback of Local Taxes and Lewies (DLTL) necesvabie JTae 451 088
] Tﬂﬂll‘ldﬂm I..ngmﬁmh:-n Furd Scharma BD.2T8 122 580
o Mark-up recehabla 101 382 47 880

11 CASH AND BANK BALANCES

Cash in hand 1,879 056

Bank Balances - current account

Local currenicy 3178126 82 803

Fomeign curency BT.593 117 B3E
3,265,719 200,538

3,267,658 203,364

12 ISSUED, SUBSCRIBED AND PAID-UP CAPITAL

2me il 2018 18

Wumbor of Shafee @~ ‘mhq‘mr--...--

118, 28,512 118,728 6812 Ordinary shares of As.10 each 1,167,206 1,167 286

Ty pald in cash
BS54, 020 a8, 020 I=siiend a3 honis shares 8,580 8,580
256,313,238 289 213356 lssund againe congdenation othe than 2,592,133 2562133
eyl — Egials
376,800,088 378, 800,968 3,788,008 3,768, 008

121 As at June 30, 2018, insiiutions and othars held 28,637 057 and 348,163,911 shares, respactivaly [Juna 30,
FMa; Tt and 376,800,E657). Vaoling rights, board salaction, night of first relusal end block voting am In proportion

o theair shanahaiding.
122  Azsociied company and undertskings held an aggregate of 58,387 958 (2018: 70,346 458) ordnary shanss in the
Ciam at erdl
vk piberintg 2018 2018
13 RESERVES Note ... {Rupees in “000)
Capital Aeserve
Kargar raspnm a1 1 543,41
Share premium faz2 15,250 2152
Pevaluation surpius on proparty, plant and equipmens 1,408,008 1,489,0
R R 2,257 BM 2,2567.8M
Accumulated prof 14,077,788 10,141 524
168,135,440 12,309 165
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4" Feroze1888 Mills Limited

13.1  Thie repreaents menger surplus creatad at the time of menger between Feroza1888 Mills Limitad
and Feroze Texdle Indusires (Private) Limited in the year 2001-12.

13.2 The share pramium account is & capital resarve and can be applied only in accordance with
provisions of section 81 af the Companies Act, 2017,

14 DEFERRED LIABILITY

Dwiring the yaar, the Company has introduced a gratuity schame, In accordance with tha
requiremants of 145-18 "Employse Benefits®, actusrial valuation wes camied out as &t June 30,
2018, usisg the "Projecled Unil Credil Melhod”, Provision has bean made in the flinancal
statemernts to cover ohligation in accordance with the acluarial recommendaticns, Detaiks
of significant aesumptions used for the valuaton and discipsuras in respect of above mentonad
Scheme 8 25 1ollows:

2018 2018
Hote e em - (RUpEeS In 009} - ------
Defined banafit obligation - Gratuity Schama 14.1 143,494 -
141 Amounts recognised in the statement of
financial position as follows:
Presant value of dafingd benalil obsgalion 143,484 -
Fair value of plan assets 2 .
142 Movement in the present value of defined benefit R ——
obligation
Oipendng balance
Curment service cost 143,494 -
Closing balanca 143,494 =
14.3 Movemant In the fair value of plan assels
Opening balance
Curment Service coat - =
Closing balanca - -
144 Movement in net liability - -
Oipening balancs 5 h
Charge for the year 143,494 -
Closing balance 143,484 -
145 Amounts have been charged in the statement of
profit or loss In respect of thess benefits:
Currant servioe oist 143,494 =
148  Actusrisl sseumptions
Valuation discount rate per annum 14.50% -
Salary increase rate per anmem 14.50% .
Expaclad relurm on plan assels par annum i =
Mormal retirement age of employsss G years -
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4" Feroze1888 Mills Limited

Sensitivity analysis for actuarial sssumptions
The sersitrity af the defined benadit ahigabion to changes in the waeighted principal assurmgliong
is:

I on dafined benafit obligation

ncraase
Assumptions 7 a0 ——
Eftect of change in discount rale 135,426 152 408
Elect of ghange in lulure salany mereass 152,704 135,097

14.8  Ag ol June 30, 2018, a otal of 4,180 employeses heve been covered under the above schame,

14.8  As per the recommendation of the actuary, the charge for the year ending Juna 30, 2020
amounts 1o [s.111.880 million.

2018 2018
15 LONG TERM FINANCING - secured Note ------ (Rupees in D00} -------
Tarm loans 154 2,266,934 12 842
Current partion (275,388) (182,508}
1,941,546 750,334
151 Term loans
Baniks Term Repayment
pariod
Hab Metrapoiian Bank Limied B Hall yoarly P T-HI0 8,545 14,245
8 Hafl yearly 20172021 12,000 18,000
8 Hal yoarty 2017-2081 26,348 0524
10 Hal yoarly 2018-2023 88,000 110,000
10 Hall yearty 2082003 71,550 79,500
10 Ha¥ yaarly 20182023 2400 3500
10 Hall yearly 2019-2003 18,800 22,000
10 Hak yaarty 20192083 22,050 24500
10 Hal yearly 20182023 31,500 35,000
10 Hal yearly 20192023 48,500 54,000
10 Ha¥ yoarly 20192023 48,600 54,000
10 Half yazrly 2019-2024 42,000 42,000
10 Hall yaarly 2020-2024 35,500
10 Hal yearly 2020-2025 26,000
10 Half yearly 2020-2025 349,000
10 Hal yaarly 2020-2026 14,500
10 Hal yearly 2020-2025 5,500
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74 Feroze1888 Mills Limited

2018 2018
....... [Rupses n ‘000) -------
Faysal Bank Limited 16 Quartesly  2017-2081 24,818 3T
16 Quariesly  2017-2021 10,496 16,746
18 Quartedy  2017-2021 18,000 28,500
16 Quarleely  2017-2021 22 452 BETE
18 Guarledly  2017-2021 32,596 45048
16 Quarladly 20172021 60,77 R
20 Quarlesly 20197024 22,300 £2.300
20 Quarlesly  2010-2084 40,400 40,400
20 Quarledly  2019-2004 31,000 .000
20 Quartecy  2019-2004 35,000 35,000
10 Hall yaady  2020-2024 58,300
10 Hall yearly  2020-2004 43,000
10 Half yoardy  2020-2034 68,500
Habil Bank Limited 10 Hall yeady  2020-2024 29,500
i0Hall yeardy  2020-2024 27,000
{0 Half yoary  2020-2024 32,000 .
10 Hall yoarly  2020:2004 7,300
10 Half yeary  2020-2024 137,000 ,
10 Half yeary  2020-2028 £,300
10 Hall yeady  2020-200% 22,000
10 Half yeardy  2020-202S 151,500 P
10 Half yoorly  2020-200% 1,400
Bank AL Habib Limited 10 Hall yeary  2020-2024 15,000
10 Hall yeary  2020-208% 16,000
10 Hall yoatly  2020-2025 20,000 .
10 Hall yeardy  2020-2085 5,000 <
10 Hall yeady  2020-2008 43,000
10/ Hall yeady  2020-2085 28,000
10 Half yoary  2020-208% 41,500
10 Hall pearly  2020-2005 §1,000
I0 Half yeary  2020-200% 12800
10 Hall yeary  2020-2028 10,000
Bank AL Falah Limited 10 Hall yoary  2020-2025 44,000
2,068 534 12842

15.2 These represants long term finance facilities (LTFF) obtained from vanous commercial banks
for import of machinery. Theae carmy mark-up al the ratea ranging from SBP LTFF rate plus
0.5% (2018: 0.5%) per annum, Thise facilities is secured agains specific charge of plant and
machinery of the Company. The principal podion of the loan = repayable in five years through
saml-annually and quarterly instalimenis after grace period of one year. The unutilized portion
of long term finance is As, 1,571 milion (2018: 1,061 million).
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74 Feroze1888 Mills Limited

2018 2018
16 TRADE AND OTHER PAYABLES Hoba coei- [Rupses in S00)
Creditors 16.1 1,545,488 1,445 683
Accrued liabllitiea 16.2 2866013 1,977,080
Workers' profits participation fund 200,626 136,683
Workers' wellane fund 22,708 76,805
Adhvance fhom cusiomi:s 10,825 14,507
Payable to provident fund 19,297 15,577
Crthiers 45,933 35,775
4,910,688 3,701,818
161  Thisinclude an amount of Bs, 1.263.55 milion (2018: As.1.0056.60 million) in respect of GID cess
provision, As.B88.60 million (2018 Re477.57 million) in respec of Gas lanil provision and RS,
172,07 million in respect of ALNG provision.
2019 2018
16.2 Workers' profits participation fund Note - (Rupees in 000 - -
Opaening balance 136,663 128,775
Interest on WPPF 4 | as
Charge for the year S04, 628 138,641
T 4aTs0 0 T eS0T
Less: Paymen| during the year (138,714} {125,B0B)
Closing balance T aou6ae {ECTEE]
17 SHOAT-TEAM BORROWINGS - sscured
Expart re-financa 171 Elm 2,550,000
171 Aepresents uiiized portion of exgport re-finance tacillties from various commercial banks of
R=.7.310 million {2018: A=.8,310 millicn) repeyabis ! ranewabis from July 08, 2019 to October
18, 2018 and the company akso have unutilized running finance faclity of As. 180 million (2018
As, 180 million), These cirmy mark-up af the rates ranging from S8 Expod refinance rate plus
0.25% to 0,6% (201 8: 0.25% 1o 0.60%) per annwem and 3 month KIBOR plus 0,25% to 1.60%
per annum, respactively. Theee ane secured againat first par paasu cherge over slock-in-trede,
recalvebles and other cumant aseats of the Comparmy.
2019 2018
------- (Rupses in 000 -------
18 ACCRUED MARK-UP
Lang tam loans 14,118 b.E21
Shart term borrowings 36,782 13,121
EE 18,642
19 CONTINGENCIES AND COMMITMENTS
181 Contingancies
Mo confingencies axist as at reporting date.
EREAMNMUAL REPORT 2017 1
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18.2

1221

EEEANNUAL REPORT

Commiiments

- Qutstanding hettors of coed
- Dutatanding lattars of guarantes

= Capital expenditure

2018

-~ (Rupses in ‘GO0

s

334 4B

=

Post dated cheques of As.2,367 million (2018: Ra, 1.478 million) are issued to Custom Authorities

in respect of duties on [mpoded dems.
BALES - nal Mota

Local
Expor 20.1

Export rebate

Sabes T
Trade discouns

Aepresents sales made to tha following
geographical regions:

Amarica

Evrape

Aala

Africa
Australia

COST OF SALES

Dpening stook of finished goods
Add: Coet of goods manufectuned

Less: Claging stock of finished goods A

2017

D . ., s s
L e

29 2018

-- (Rupsas in "000) -------
65,160 326,525
_28552.557 21213874
28,947,717 21,540,250
321,075

21861474

25,832 12,258

1 T al
m, :

24,7594, 847 18,081 840
3,173,674 1,702.214
339,840 202 T34
48,536 B0.418
195,660 46,667
28,552,857 21213874
B4E. 4T 519,463

21 743 17,277 437
17 TAE800

(1,058, 393) (845471}
ZIB05E2 16950479
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7 -4 Feroze1888 Mills Limited

2019 2018

21.1 Cost of goods manufactured Hote coo - [Rupses in B00)
Raw materdal consumed 2110 13,283,218 8,385,318
Stores and spares consumed 2,806,153 2,545,052
Salaries, wages and other benafits 21.1.2 3,281,804 2,814,508
Fuel, powaer and wiabar 1,574,335 1,478,080
InsUrance Expense 33,7568 28,252
Repair and maintenance 124,581 40,354
Vehicle running axpenses 14,028 13,137
Communication and transportalion 57,564 50,955
Henl 1Z.em 108,172
Depreciation 4.5 B4 463 672,284
Amaortization 514 262
Entariainment 2,295 2.560
Oihad manulactuning axpandas 52,3325 34 488
22717817 17172840

Cipaning work-in-process 1,470,211 1,574,768

Closing work-in-process ﬁ (1,470.271)

21.1.1 Raw material consumed

Dpening slock 1,575,628 1,543,480
Purchases during the year Eﬁl El 417,366
Less: closing stock 1 575,

13332’1! 8385278

21.1.2 This includes an amount of As.67.14 million (2018; As.54.74 million) in respect of staff provident
fund and Rs. 143.49 million in respect of staff gratuity expensa (20 18: Rs.Mil),
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74" Feroze1888 Mills Limited

2018 2014
22 ADMIMISTRATIVE COST Mata - - [Rupees in B50)
Director fee 6,640 5.850
Salaries and bensfiis 221 674,565 641,054
Impairmant loss an investmeni - Goa
Litililias 18,292 17,798
RAepairs and malnbenanca 28,932 26,504
Vehicle rumning expensas 31,067 27,564
Communication T, 100 4,180
Hent, rates, axes and license fen 52,778 I ETE
Cenveyance and traveling 19,358 7,695
Printing and stationery 836 rog
Legal and professional 10,025 18248
Feas and subscriptions GATY 5,710
Depracialion 4.5 BB B32 T2B2A
Enteriainmant 5,784 4,367
Senftation expense 40,585 34911
Waich and ward 18,232 13,461
Training and development expnese T.463 7756
Miscallanaous axpansas 14,751 8,412

1,030,515 039,747

221 Thiz includes amourt of Fs.33.62 milllon (2018: Fas 28,22 milion) In reepact of siaff provident fund,

2018 2018

3 DISTRIBUTION COST Mate .- [Rupsss i 000 - .-
Salaries and banafils 231 130,168 118.008
Freight and insurance J14, 912 237497
Inspection and lonwarding charges 16E,588 148,503
Marketing and other related expenses 1,235,308 951,055
Export dewelopmant surcharge 58,706 55,437
Othars 3318 3,256

2018 2018
24 OTHER EXPENSES Mote & —aeeee (Fupsas in O00) - -----
Loss on disposs] of oparatng fixed asset - net 15,006 48 530
Waorkers' profit participation fund 300,626 136,641
Workers' welfara fund 22, 706 16,686
Stock writlan off = mad 519 .
Donations 24.1 122817 10,700
Audiors’ remunaralion 243 5 Z 350
—mTE e
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241 Dumations include donation to fofllowing organisations exceading Re 1,000,000 or 10% of total
donalion whichevar is highar,

2038 2018
Meme of DoRe8 = e [RLipses in D00 - ------
The Indus Hospital T.453 7.075
Bahar Educaiion Foundation 2,000 -
Ciizen Police Limon Comemltos 914 BOO

24.2  Donations includa the following In which & director or thelr spouse ware interastad:

Name ol Directors Hare | Address of Dones Interist in Donee
Mr. Khaleequr Rahrman / irdus Hospital, Piol C-78, Secior 31/6, Director
Mr. Masim Hhydar Korangi Crossing, Karach
Mr. Ehalaaqur Rahan Cilizans Police Liaison Commities Dirgchar

Caniral Reporting Cedl - Sindh

Govemors Secratartal Karachl

Foiaki] 2018
24.3 Auditors' remuneration Mote wene e (Rluipnes bn W00 -

Audil Tan 1,200 1,300
Half yeary review 500 500
Ot of pochet expenses 303 257

Orthar cartification / assignmants 283
2,350

25 OTHER INCOME - financial assets

Profit an shar berm nvesimend 251 55,627
Profit on long term investiments 153 =
Exchange differances om raalization o 1,882,730 T18,671
expart recehmables

i 10 T18.671

T ey

251  This represants profil on shart larm imesiments rnging fram 8% 1o 13% par annurm (2078 Nil),

F. L 2018
....... [H“F'.-’ in 000 - ------
26 FINANCE COST
Mark-up / Interest on
- Long term financing 578 o074
- Bhort ferm borrowings 41,012 22 GGA
= Warkers' profits paricipation Tund 21 BE
80,509 43 484
Bank charges 75,283 A2 235
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2018 2018
27 TAXATION cooes (Rupsas in '08)
Curmeni 234,061 4,898

Priar (12, 846)
&E 52,052

271 The Compeny has filed fs return of income up to tax year 2018, The retum =0 filed is deemsad
ta be an assassmant arder issued by the Taxation Autharities on tha date the complate retum
is filod, The Company is subjec! to Final Tax Regime under Section 168 of tha Incomse Tax
Drdimance, 2001, therefors, relationship between income fax axpenss and accounting prolit hes

not been presenied.
2018 2018
28 EARNINGS PEA SHARE — bagic and diluted (Rupeas in 000} -------
Met profit after the year 5,989,810 2,752,087
Waighied average number aof ordinary shangs in issue ATEB00,968 376 800,064
.......... M g g
Eamings per share - basic 15,80 7.30

281  There is no dilutve effect on basic eamings per share of the company.

29 AEMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

2019 2018

Particular % m"":m Exscutives  Total EIEEH:'““ Executives  Total
Manageral merunemticn 25,904 wTes 27 10,888 MEEE 4358
Bonus 1.800 AER pi 1,200 20,852 i
Aetrment bansdts 1,729 30,192 31,821 1,25 24,561 26,640
Leave onmashman . B B4 - G A
Dihes barelis - 10597 10,847 - 1,553 1553

29,573 5TR060 608,563 N 35 AT5013 496,358
Smbars 1 15 T 1 [7] 1]

291 The Chief Executive and cenain exacutives are provided with Comparry maintained cars and ara
as0 covarsd undaor Compam’s Haallh Insurance Pian along with thair depardens.

28,2 Meeling fee of Ra. 6.46 million (2018; Re.5.95 milion) has been pakd 10 elght (2018; seven)
directors.
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2018 2018
Unaudited Audited
30 PROVIDENT FUND DISCLOSURES s
Size of the trust 702,543 £49,502
Cost of investment 671,825 E26.351
Fair value of investrmeant B51,296 &0e, 7T
2019 2018
Percariage
Percentage of investment mads BE% D%

Major categories of investment of provident tund are as follows:

L ] 2018
Unauvdited—— — Audited—
% of % of
investmant investment
Investmeant s b ol Imeastment s ke
the fund the fund
(Rupees in ‘000) {Rupees in '000)
Shares iin listed Companiag 30,161 4.63 17.004 280
Mutual fund 61,832 9.49 153,326 2520
Inwisirmient in fixed depost 549,256 84,33 239,377 Fa.00
Sukuk and jarah cenificates 10,047 1.54 5

100.00 609,707 100

1 Investmants oul of provident fend have been made 5 aooordante with e provisions of Sechon
218 of the Act and the rules formulated for this purpose.

n TRANSACTIONS WITH RELATED PARTIES
Related parties of tha Company comprise associates, directors, major shareholders of the
Company, key management personnel and stalf provident fund, Detaits of transactions with

related paries duing the year, otfer than thase which have besn disclosed eleewhers in thess
urconsoiidated financial stetements are as follows:
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na

1.1

EBEANNMUAL REPORT

Mature of transaction

Transaction with subsidiary

Manufaciuring and athar Sonfees [ axpensas

Transaciion with agsociates

Sale of goods

Purchases

Markating Fee

Rent expenas

Cronation

Transaction with direclors
Weating fes

2018 2018
- (Rupees in ‘G00)

2 2 60D
T%Iiﬂ 1,182
TTi1875 5

i :E 7
6,460 5,950

Transaction with key management parsonnel

Remuneration padd
Post-employmant benefis

Transaction with other related party

Contribution 1o staff provident fund
Nt payable o stalf provident fund

arrengement / agreament in place

Particular

Hublimity {Prvate) Limied

16EE Mills LLG, USA

The Indus Hospital

Citizen Police Liaison Commitiea {CPLC)
Friendship (Privata) Limited

LTI Industrias (Private) Limibad

Ferozel1 888 Mills Limited - Provident Fund
Mr. Rehan Rehman

Mr. Jonthan A. Simon

Mr. Khaleequr Rehman

Mr. Shabhir Anmead

K. Perser Ahmod

Mr. Anas Rehman

Mr. Abdul Fehrman Yagqub

Mr. Masirm Haydar

M=, Huma Fasha

Mr. Asim Shabbir Patka

Mr. Usarma Behman

Mir. Muhammad Faheem

Mr. Muhammad Usama Siddigul

2017

e T
=

JE!EH H%

1WE E?ﬂ

Following ara the relatod padies with whom B Company had antoned into transaclions or hava

Aggregale %
of
Relationship ehareholding
Subsidiary TG
Common Directorship S.0BT G
Commaon Direclorship -
Common Directorship -
Common Directorship -
Commaon Directorship -
Retirement benefiz fund -
Chiel Executive / Direcior 2.2443%
Diractar o
Direcior 3.1363%
Direcior 10.8884%
Direcior 5.4624%
Ex Diractor 1.B5T0%
Ex Démaclor -
Direcior 00001 %
Director R
Direcior 214415
Directar 204G
Hey Management Personnel -
Ky Managermen Personnel =
178
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3.2 Associated Compankas Incorporated Cutside Pakistan

Name Basls of Assoclation Country of Incorparation
TBEE Mils LLG, LISA Commaen Direclonship United States of Amenica

a2 PRODUCTION CAPACITY IN METERS

Towel Capacity Atueal Loams
2019 126,510,815 118,838,031 348
2018 113,141 407 102 454,891 318
321 Aciual production echisved is lower than the capaciy dus to change in product mi caused by
ordars.
2019 2018
33 FINANCIAL INSTRUMENTS BY CATEGORY AR
331 Financial asseis as per statement of financial pasition
Financial assets at amortised cost
- Long tarm investmeants 186,153 -
= Long term deposis 16,380 8,333
- Trade debts 7,628,934 5,181 4592
- Depoalts and other recevable 1,286,938 1,821,987
- Cash and bank belances 3,267 598 203,384

12,357 161 7,225,186

33.2 Financial llabilities as per statement of financial position
Financial liabliities measured at amortised cost

- Long term financing 1,881,548 TH0,3584
= Trade and other payables 4,880,788 3,671,835
= Bhor lerm borrowings 6,490,000 2 550,000
= AGorispd mak-up &0,898 18,642
- Current partion of long tem financing 275,388 162 508
- Unclaimad dwvidend 1,873 1,150

13,650,471 7,154, 468

a4 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company’s activities exposa i o a varety of financial raks i.e. markst dsk (including interast
rate risk. cumancy risk and peice risk), credit isk and [kguidity risk. The Company's ovarall risk
managemant programme feouses on the ungrediclability of financial markeis and Seoks 1o
minimize potential adverse aftects on the Company’s timancial parlormance,
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34.1  Market risk

Markal risk is the sk (hal lair value of lulure cash Nows will fluciuate because of changas
in marked prices, Markel prices comprise thres fypes of rlsk: Interest rate rak, currency rlek

and squity price rak, such B8 equity fak
34.1.7 Interesi rale risk

Interaat rete riek e the risk that the falr value or future cash flows of the fimancial
instruments will fluctuate because of changes in tha markst interest ratas. The Company’s
interast rate risk arises from long-lerm financing and short-térm borrowings oblainad
wilh rla-m-'n-n rafes, All The borrowings of ihe Company are oblained in the functional
currency. The Company does not account for any lixed rate financial assets and llabilities
at falr value throuwgh profit or loas. Therefore, a change in Interast rales at the reporiing
date would not affect profit or loss,

20159 2018
Loimg term financing 2,266,034 912 B42
Shor-term borrowing 6,480 2,550,000
BI-IEEIHE

34.1.2 Currency risk

Currancy risk is the risk that the vake of financial assets or a financial liability will luctuate dus
te & change in a foreign exchange rate. It arises mainly where receivables and payables exist
due 1o transacions in lorsign Currancy. The Cormgeany’s expasiure i the rigk of changes in foreign
exchange rates relate primarily 1o the Comgany's operating activities (when revenue or expenseas
are denorminated in a dfferent currency from the Company's funciional currency),

Exposure 1o gurmency risk
The Gomgany's exposure fo foreign currency risk s as inllows:
. 2018 _ _ 2018 _
US Doliar Euro LS Dollar Euro
Trade dibls 46,153,418 272108 42314000 244 49
Fareign currancy bank batances 532,480 - 969,861 .
Trade and other payablas (435,130} - (1,227,000)

The following significant exchange rates have been applied al the reporting dates:

'W" r i f==1 w Bl
Closing exchange rales 164.50 1raa 121.40 159,14

Sensitivity Analysis

T lollowing table domanstrates the sensilivity 1o & fedsanably possible change in thi s
Dollar and Eurg exchangs rate, with all other variables held conatant, of the company's profit
before taxation:
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Change in US Effect on profit Change In Effect on profit
Dollar rate (%) before tax Euro rate {%) before b

- Rupees - ~ Rupees -
30 June 2018 +10 1 +10
-10 825,101 10 4 878
30 Jume 2018 +10 +10 3,806 527
=10 510,570, =10 E.B’B’E!Eﬂ

Th sensitivity analysis prepared is not necassarily indicative of the effects an prafil / koas for
the year end assats and (labliites of the Company.

34.13 Equity price risk

Equity price risk is the rak that the fair value of future cash flows of financial instrumeants will
fluctuaie because of changes in market prices. The Company doas not have investmant in edguity
shares,

342  Credil risk

Cradit risk is the risk which arisas wilth the possibility that one party to a financial nstrement will
fail 1o discharge fls obligation and cause the other pary o incwr a fnancial loss. Concarbations
al credil risk anse when a numbes ol counlemanies are engadged in similar busness activites
ar hawve similar economic features that would cause thelr abillty to mest contractusl obligatkons
to be similarly affectad by changeas in economic, political or other conditions. Concentrations of
cradit risk indicata tha ralathve sensithily of the Company’s padomanca to developments. affecting

& particular incuestry.

The Company seeks 1o minimize the credit sk exposune through having exposures only 1o
customers considered credit worthy and obtaining securities where applicable. The maximum
axposure bo cradit fsk at the raporting date is:

2018 2018
....... EHI“. in 'm! iy L e Rl Ty
Long term invesiments 186,153 -
Long term deposits 16,380 8,333
Trade debls 7,529,954 5,191,492
Deposils and olher receivabie 1,298,938 FT414

Benk balences 3,265,719 200,538
TTEEEIE . T BT

Quality of financial assets

The credh quality of financial assats that can be assessed by reference 1o extemal credil ralings
ar tha historical information about counter party defaull rates as shown below;
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2018 ama
coves (Rupses n 000) -
Bank balanoes
Als = 178383
A1+ 200719 24145
3,265,719 _ 200,538
Trade debt

The aging of rede debts a1 the stalerment of linancial position dats was:

Mot past due TASTZHE 4,652 848
Past dus 1-80 days 158,920 538 644
Past dus 61 days - 00 days 11,288 -
More than 40 days

4,552 -
?!gm 5181 482
343  Liquldity fsk

Ligusgity risk is the risk that the Company will not be able 1o meet s fimancial oblgations as they

fall dus. The Company applies prudent Bquidity sk management by maintaining sufficient cash
and the availabity of funding through an adeguate amount of committed cradit facilibies.

The table betow summarizes the matusity profile of the Compamy's fnancial kabifies based on
contrecteal undiscounted payments:

20g Uplo 1 year 1 -5 years More than Total
flve years
Long term financing 275,388 1,991,546 - 2,265,834
Tradé fndl atfsier panyables 4. 587 358 - - 4 587,258
Accrusd mark-up G0, 894 - - 50,898
Shor term borrowings 6,480,000 . - §,490,000
1405642  1,991548 - 13395188
2018 Upto 1 year 1 -5 years Mare than Total
five years
srrmerrnnssers s (RUPOOS i DO === eremnes .
Long term financing 162,508 685,604 64,540 fia,842
Trade and other payables 3,448,621 - - 3,448,621
Agerued mak-up 18,841 - - 18,841
Shaort term borrowings 2,560,000 - . 2,550,000

6,179,770 __ 685604 64840 6,590,104
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34.3.1 Changes in liabllities from financing activitias

01 July 2018 Cash Flows 30 June 2018

S SaEAE SRR ..-.._{nmh"m-.....-.._n.u.u;.“--..uuuu
912 842 1,354,092 2,288 0034

Long term financamsg
Shortterm bomowings 2,880,000 —3.940,000 6,490,000
344  Fair value of financial instruments

The carrying wakess of 2l financial assets and abilities reflleciad in the unconsolidatedinancil
statermnans appropriabe s fair valnes,

4.5 Capital sk managament

The primary objective of the Company's capital managemant is to maintain healthy capial ratios,
srong credil rating and optimal capital structures In order 1o ensune armple avaiability of finance
T |be exiating &nd polantlal imaestment projects, b maxemize sharehokiers value and reduce
tha cost of capital,

The Company mansges f= capdtal atructere and makes sdjustment to i, in light of changes
in economic conditions. In order to malniain or adjust the capiial structure, the Company may
adjust  the amount of dividend paid to sharaholders, return capdal bo sharaholders or isswe new
shares,

The Company monflors capital using & geanng ratia, which is ned debt divided by total capital
plus nél dabl. Nel debl 15 calculzled as lolal loans and borrgwings including any linance
cogl thereon, lBss cash and cash equivalents.

The gearing ratics a3 at June 30, 2019 and 2018 are as follows:

2018 2018
....... {Hm n 'lm-l S
Long-lerm financing 1,991,548 750,334
Defermed liability 143,454 '
Accrued Mark-up 50,898 18,642
Shon-term borrowings 6,490,000 2,550,000
Trade and other payabla 4,910,588 3,701,814
Current portion of long ierm sancing 275, 388 12,508
Total debt 13,862,014 7,183,403
Cash and bank balances {3,267 ,598) (203, 364)
Net debit 10,584 316 T OBSB0035
Shars capiial 3, 3,768,004
Rasanmas 1 12,385,195
Total capital 20,103,448 16, 16T 204
Capital and net debt 30,687,765 23,147,243
Gearing ratio 34.51% 30.15%
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346  Fair value measurement

Fair value is the price that would be received bo sell an assol or paid bo ransfer o Rabty in an
ordarly fransaction bebtwean marke! paticpants &t the measurament dabe.

The camying valuas of all financial assets and Fabilities reflecied in the unconssSdated financial
statements approximabe fair values,

The following table shows assats recognised at tair value, analysed between those whose fair
value iz basad on:

Level 1 Quoted prices in active markets for idenfical assets or Rabilitios,

Lewal 20 Thoze invalving inputs ather than gueted prices ncluded in Level 1 that are obsenvable
for the asset or liability, alther direcily (g5 pricas) or indirectly (derved from pricea); and

Lewid 3 Those whose inputs lor the assat or lakility that are not based on observable markesd
data junobserable Inputs),

2019 2018

Propary, plant and - 1,883 485 - 1,993 485 1,993 466
equipmant

45 OPERATING SEGMENTS

Thesa unconsolidated financial etatements have basn prepared on the basis of a singla
repartabla sagmant,

- Revenue from export sates represents S5.64% (2018: 08.45%) of the tolal gross revenue
of the Company.

" Adl non-curnent assets of the Company at Jung 30, 20718 ane located in Pakistan,

- ESgles made by the Group to two cusiomens which congtitutes 40% end 19%, mapectivaly.

a5 DIVIDEND AND APPROPRIATIONS

36.1 Subssguent to year ended June 30, 2018, the Board of Directors in s mesting he