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IDEAL SPINNING MILLS LIMITED HALF YEARLY ACLOUNTS

DIRECTORS’ REVIEW REPORT TO THE SHAREHOLDERS

Your Directors feel pleasure in submitting unaudited financial statements of youwr Company for  half year
ended 31 December 2019,

FINANCIAL RESULTS 3112 2M9 | 31123018
(RUPEES IN THOUSAND]

REVENLIE 2,075,701 1,513,214
COST OF SALES {1,797,068) | (L358,703)
GROSS PROFIT 278,633 164,511
DISTRIBUTION COST {40,691) (27,265)
ADMINISTRATIVE EXPENSES {99,773) [GE,085)
OTHER EXPEMSES {13,752) (1,798)
OTHER INCOME 13,253 14,927
FINANCE CO5T {60,817) (%0,483)
PROFIT BEFORE TANATION 76,853 31,800
TAXATION (22,740 {535)
PROFIT AFTER TAXATION 54,106 31,265
EARNING PER SHARE-BASIC

AND DILUTED (RUPEES) 5.45 3.15

By the Blessings of Almighty ALLAH your company achieved Revenue growth of 36.27%, resulting In to after Tax
Profit of Hs 54,106 million as compared to Rs.31.265 Million in comparative with corresponding periad of last
year, Management is optimistic about further improvements in future.

BUSINESS OUTLOOK:
Textile industry & under pressure due to rising eost of raw material, energy costs, finance costs, minimum wage

rates and high inflation rates

PERFORMANCE REVIEW:
With the Almighty ALLAH's bilessings, financial perfarmance of the company is promising. Earmings per share has

increaded to Rs 5.45 from R4.3.15 per share as compared to last year, Company achieved gross profit of 13.42%
as compared to 10.80%, which is very good considering the facts cited above, Operational performance of the
company was admirable and achieved production targets with exceptional Quality.

FURTHER EXPAMNSION
‘With Almighty ALLAH'S blessings managerment has planned to increase spindles in-sha-Allah.
AC EDGEMENT

The Board offers thanks to our shareholders and bankers for thesr continued support &nd trust in the company.
The Board acknowledges the efforts and devotion of staff and workers which led to achieve milestones and hope
thase will continue in upcoming years.

On behalf n;he 'ﬂmrﬁl
Faisalabad [l ed]

February 24, 2020 Chief Executive Officer
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IDEAL SPINNING MILLS LIMITED HALF YEARLY ALLOUNTS
INDEPENDENT AUDITOR'S REVIEW REPORT

To the members of The Ideal Spinning Mills Limited
Report on review of Condensed Interim Financial Statements

Introduction

We have reviewed the accompanying condensed interim statement of financlal position of IDEAL
SPINNING MILLS LIMITED as at 31 December 2019 and the related condensed interim statement of
profit or loss, condensed interim statement of comprehensive income, condensed interim statement
of changes in equity, and condensed interim statement of cash flows, and notes to condensed
interim finandal statements for the half year then ended (here-in-after referred to as “condensed
interim finandal statements™). Management is responsible for the preparation and presentation of
these condensed interim financial statements in accordance with accounting and reporting
standards as applicable in Pakistan for interim financial reporting. Our responsibility is to express a
conclusion on these condensed interim financial statements based on our review, The figures of the
condensed Inberim statement of profit or koss and condensed interim statement of comprehensive
income for the quarters ended 31 December 2019 and 31 December 2018 have not been reviewed
and we do not express a conclusion on them as we are required to review only the cumulative
figures for the half year ended 31 December 2019,

Scope of Review

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

Conclusion

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

The engagement partner on the review resulting in this independent auditor's review report is
Mubashar Mehmood.,

fal:t oo L &,

AD & COMPANY
Charte Accountants
Faisalabad
Date: February 24, 2020
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IDEAL SFINNING MILLS LIMITED HALF YEARLY ALLUUNTS

CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS (Un-audited)
FOR THE HALF YEAR ENDED 31 DECEMBER 2019

NOTE HALF YEAR EN QUARTER ENDED
31 December | |31 December| | 31 Mmlm| 31 Decembaer
2019 2018 2019 2018

N AN R LT e —
REVENUE 2,075,701 1,523,214 1,033,934 705,875
COST OF SALES ] (1,797, 068) {1,358,703) (878 670} (626,838)
GROSS PROFIT 276,633 164,511 155,264 79,037
DISTRIBUTEON COST (40,691) (27,265) (19,622) (13,362
ADMINISTRATIVE EXPENSES {99,773) (68,085) (55,287) (12,922
OTHER EXPENSES (13,752) {1,799) {11,708) {154)
OTHER INCOME 13,253 14,927 13,253 8,943
FINAMNCE COST (60,817) (30,489) {32,745) (31,149)
PROFIT BEFORE TAXATION 76,853 31,800 49,155 5,893
TAXATION {22,747) (535) {9,057) 8,140
PROFIT AFTER TAXATION 54,106 31,265 40,008 18,033
EARNINGS PER SHARE - BASIC
AND DILUTED (RUPEES) 5.45 3.15 4,04 182

The annexad notes form an integral part of these condensed interim financial statements.

ANECIA DY EED OMER SAEED MUHAM KASHIF ZAHUR

CHIEF EXECUTIVE QFFICER DIRECTOR CHIEF FIMANCIAL OFFICER
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (Un-audited)
FOR THE HALF YEAR ENDED 31 DECEMBER 2019

HALF YEAR ENDED QUARTER ENDED
31 December | 31 December || 31 December |31 December
2019 2018 2019 ] 2018
seememesscesemcceees (RUPEES IN THOUSAND) -----=--=====--=s= e
PROAT AFTER TAXATION 54,108 31,265 40,098 18,033
OTHER COMPREHEMSIVE INCOME
Items that will not be reclassified
subsequently to profit or loss
Items that may be reclassified - 5 =
subsaquently to profit or loss
Other comprehensive income for the period - - -
TOTAL COMPREHENSIVE INCOME
FOR THE PERIOD 54, 106 31,265 40,098 18,033

Thee annesied notes form an integral part of these condensed interim finandal staterments.

s e
b
AD FAEED OMER SAEED MUHAMMAD KASHIF ZAHUR

CHIEF EXECUTIVE OFFICER DIRECTOR CHIEF FIMANCIAL OFFICER
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IDEAL SFINNING MILLS LIMITED HALF YEARLY ALLOUNTS

CONDENSED INTERIM STATEMENT OF CASH FLOWS (Un-audited)
FOR THE HALF YEAR ENDED 31 DECEMBER 2019

HALF YEAR ENDED
31 December| |31 December

2019 2018

(RUPEES IN THOUSAND)
CASH FLOWS FROM OPERATING ACTIVITIES
Cash generated from /(used in) operations 8 131,454 (282,315)
Fimance cost paid (53,413) (29,416)
Income tax paid (28,176) (11,747}
Staff retirement gratuity paid (6,939) (2,947)
Met decrease in long term deposits and prepayments 100 12
Met (increase) / decrease in kong term loans (48) 19
Met cash generated from /(used in) operating activities 432,978 (327,394)
CASH FLOWS FROM INVESTING ACTIVITIES
Prooeeds from disposal of property, plant and equipment - 70
Capital expenditure on property, plant, equipment and intangible asset {26,545} (92,562 )
Net cash used in investing activities (26,545) {92,492}
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of long term fimancing (48,669) (53,941)
Dividend paid {11,786) (729)
Short term borrowings - net 41,577 488 378
Met cash (used in) / from financing activities (18,878) 433,708
MET (DECREASE) /| INCREASE IN CASH AND CASH EQUIVALENTS (2,445) 13,822
CASH AND CASH EQUIVALENTS AT THE
BEGINNING OF THE PERIOD 38,014 6,383
CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD 35,569 20,205

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

- P
s
AD ED OMER SAEED MUHAMMAD KASHIF ZAHUR

CHIEF EXECUTIVE OFFICER DIRECTOR CHIEF FINANCIAL OFFICER
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21

a)

i)

B)

21

SELECTED MOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS {Un-audited)
FOR THE HALF YEAR ENDED 21 DECEMBER 2019

THE COMPANY AND ITS OPERATIONS

Ideal Spinning Mills Limited (the Company) is a public limited company incorporated in Pakistan on 08 June 1989
under the Companies Ordinance, 1984 (Now Companies Adt, 2017) and its shares are quoted on Paikistan Stk
Exchange Limited, The principal sctivity of the Company is manufaciuring and sale of yam, doth and hosiery
products. The Company's registered office is situated at Room No. 404-405, 4th Foar, Business Centre, Mumtaz
Hassan Road, Karachl,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
BASIS OF PREPARATION
Statement of compliance

These condensad intesim finandal stalements have besn prepared in accordance with the accounting and reporting
standards & applicable in Pakistan for interim finandal reparting. The accounting and reporting standards as
applicable in Pakistan for interim finandial reporting comprise of;

- Irternational Accounting Standard (1A5) 34 ‘Interim Financial Reporting’, tssued by the International Accounting
Stanclards Board (JA58) & nolified under the Companies Act, 2017; and

= Provisions of and directives (ssued under the Companies Acd, 2017,

‘Whene the provisions of and directives issued under the Companies Act, 2007 differ with the requirements of [AS 34,
the pronisions of and directives issued under the Companies Act, 2017 have been Followed,

These ondensed interim finanda statements do not indude all the iMormation and disdasures reguired in the
anrwal finandal ststements, and should be read in conjunction with the Company's annusl sudied financal
statemaents for the year ended 30 June 2019. These condensed interim financial statements ane un-audibed, however,
have been subjected to lmited soope review by the auditors and are being submitted to the shareholders as required
by the Listed Compandes (Code of Corporate Gowvernance)) Riegulations, 20019 and section 237 of the Companies Ad,
2017.

Accounting palicies and computation methods

The accounting policies and mathods of oomputations adopted for the preparation of these condensed interim
financal statements are the same as applied in the preparation of the preceding audited annual published finandal
statements of the Company for the year ended 30 June 2019 except for the new accounting policy adopted as given
in Note 2.3, The Company has adopted International Financial Reporting Standard (IFRS) 16 from 01 July 2019, The
niew standard eliminates the dassification of leases as either operating |sases or finanoe leases and instead introduces
a single lessee accounting model. [FRS 16 is not applicable on short-term leases and leases of low-value assets. The
Compary has cnly short-term operating leases, hence, the adeption of IFRS 16 does not hawe any impact on the
amounts recognised in prior period and is not expected to significantly affect the current or future periods.

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The preparabon of these condensed interim finandal statements in conformity with the approved accounting
standards requires the use of certain mitical acoounting estimates. It also requires the management to exercise its
judgment in e process of applying the Compamy's acoounting polices. Estmates and judgments are continually
evaluated and are based on historical experience and other fadors, iInduding expectations of future events that are
believed to be reasanable under the droumstances.

During preparabion of these condensed interim financial statements, the significant judgments made by the
management in applying the Company’s acoounting policies and the key sources of estimation and uncertainty were
the same a5 thise that applied i the preceding audited annual published financial statements of the Campany For the
year ended 30 June 2019,
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1.3

i)

i)

i)

)

INTANGIBLE ASSET AND AMORTIZATION

Intangitle asset represents the cost of computer software acquired and is stated at cost less accumalated amortization
ard any dentified impairment koss.

Amaoetization Is changed o the statement of profit or Ioss on straight line basis so as o write off the cost of asset over
Its estimated usefid life. Amartization ks charged from the mankh in which the asset is acquired or capitalized whike no
amortization ks charged for the mankh in which the asset is disposed of. Intangile asset is amortined over a period of
5 yoars.

The Company assesses ot each reporting dabe that whether there is any indication that intangible asset may be
impaired, IF such indication exists, the carrping amount of such asset ks reviewed to assess whaether it is reconded in
excess of |is recoverable amount. When carrying value excesds the respective recoverable amount, asset |s written
down o (s recoverable amount and resulting Impairment is recognized in the statement of profit or loss. The
recowerable amount is the higher of an asset's fair value |ess cost to sell and value in use. When an impainment loss (s
recognized, the amartizstion charge i< adjusted in the future periods to slocale the asset’s revised carrying smaunt
owar s estimated useful life,

Un-audited Audited
31 December)| 30 June
2019 2019
(RUPEES IN THOUSAND)

LOMG TERM FINANCING

Opening balare 373,398 550,585

Add: Fair value adjustment 6,551 20,232
379,949 570,817

Less: Repaid during the periad | yesr 48,669 197,419
331,280 173,358

Less: Cunrent partion shown under curment labalities B0,0a a7, 76
451,210 175,672

CONTINGENCIES AND COMMITMENTS
Contingencies

Guarantees of Rupees 26.839 million {30 June 2019: Rupees 26.839 million) are given by the banks of the Company
to Sul Morthern Gas Pipelines Limited [SNGPL) against gas conneciions and o Faisalabad Electric Supply Company
Limited against electricity connection.

The Campary is contingenty liable for Rupess 2812 million (30 June 2019: Rupees 2.812 million) on account of
Sindh infrastruchure cess not adknowledged in view of pending appeal before appaliate authorities since 07 July 2014,
The related provision is not made in these mndensed interim finanda statements in view of expected favourable
cutmome of the appeal.

The Campany is contingently liable for Rupess 4.953 million (30 June 2019: Rupees 4.953 million) an acoount of
appeal filed in Lahone High Court, Lahore dated 09 April 2018 against cost of supply of Re-Gasified Liguefied Natural
Gas (RLNG] by SNGPL. The related prowision is not made in these condensed nterim financial statements in view of
lavourable ovtcome of the appeal,

The Compary filed an appeal on 30 Jaruary 2019 before Commissioner [nland Revenue (Appeals) Faisalabad against
nander passed under section 221 (1) of the Income T Oroinanas, 2001, Tax demand of Rupees 3.325 million (2019
Rupees 3.325 million) for the tae year 2014 is involved, No provision has been made in these condensad interim
finandal statements in view of favourable outrome of the appeal.

The: Company filed an appeal on 23 July 2019 before Commissioner Inland Revenue [Appeals) against the sales tax
order in ariginal No.33,/200% dated 15 May 2019 made by the Assistant Commissioner Inland Revenoe to pay further
fax amounting W Rupess 7.454 millon under section 3 (1A) of the Sales Tax Ad, 1590 on supplies made to
unregistered persons during the pericd from 1 July 2017 to 30 June 2018, This appeal was rejected on 29 October
2019, Against this dedision, the Company filed an appeal on 07 December 2019 before Appeliate Tribunal Inland
Revenue whidh is pending for decsion. The management s hopeful of positive outcome of the appeal and therefore
no provision has been made in these condensed interim financial statements.
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vi] The Company received show cause notice from Assistant Comméssioner [nland Revenue dated 16 December 20119 for
further tax not paid amounting to Rupess 11.957 million on sale to unregistered persons from 01 July 2006 to 30
June 2019 along with default surcharge and penalty under section 34(1} and section 33 of Sales Tax A, 1980
respectively. No provision has been made in these condensed interim finandial staberments as the tax advisor of the
Company foresees that this show cause notioe will be withdrawn from the Assistant Commissioner Inland Rewenue on
the basis of legal grounds.

wil) The Compary has challengad, before Honorable Lahore High Court, Lahare, the provisions of SRO 491(1)/2016
dated 30 June 2016 issued under soction 8(1)(b) of the Saes Tax Act, 1990 whereby through amendment in the
earlier SRO 1125(1) f 2011 diated 31 December 2011, daim of input sales tax in respect of packing material has been
disallovwed. The Compary filed a Wit Petition No. 96551/2017 dated 03 November 2017 before Lahore High Court,
Lahare. Consequently, the Company has accounbed for input sales tax amountng 1o Rupess 4.791 million (30 June
2019: Rupees 4.791 millicn) paid on such items a8 receivable balance. The Company is confident on postive
outcome of the appeal, on the advice of legal counsel and therefore, no provision has been made in these condensed
interim financial statements.

b) Commitments
i} Letters of credit for capital expenditure are of Rupess 2.121 milion (30 June 2019: Rupses 2.344 milian).

i} Leters of credit other than for capital expendaure are of Rupees 72.492 milkon (30 June 201%: Rupees 17.467

million).
Un-audited || A
31 December 30 Junae
019

. (RUPEES IN THOUSAND)
5. PROPERTY, PLANT AND EQUIPMENT

Operating fxed assets (Note 5.1) 1,066,236 1,089,101 °

Capital wark-n-progress (Note 5.2) 3,622 6,350

1,069,858 1,095451

5.1 oOperating fixed assats

Dypening net boak value 1,089,101 1,067 966
Mdd: Cost of additions during the period [ year (Note 5.1.1) 23,35 117,968
1,112 446 1,205,954
Less: Book value of deletions during the perlod | year £ 20,368
1,112,446 I, 185 586
Less: Depredation charged during the period | year 46,210 96,465
—laDEE226 __L0B9101
5.1.1 Cost of additions during the period | year
Buiklings on freehold land . 0,133
Plant and machinery 3611 83,169
Electric installations 4,521 5258
Factory equipment 2,029 4ED
Office equipment g 641
Computirs 1 ar
Electric appliances 1849 G4
Furniture and fixtures . 3
Wahicles 12 657 6,719

23,345 117,968
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Un-audited Audited
31 December 30 June

2019 [ 019
. (RUPEES IN THOUSAND)
5.2 Capital work-in-progress
Buildings on freshald fand 422 42
Advance against Enterprise Resource Planning (ERP) 3,200 5928
—_— 6350

Un-audited Audited
131 December) 30 June

2019 [ 019
g (RUPEES IN THOUSAND)
6. INTANGIBLE ASSET
Computer software
Opening net baok value : .
Amount capitalied during the period | year 5,028 -
5,928 .
Less: Amoetization a9 - 7
Closing net book value 5 829 =
Amortization rate {per annum) 20 -

memmmemnnne e [RUPEES IN THOUSAND )----—ocenmeemam -
7. COST OF SALES
Raw matenals oomnsumed 1,169,758 A58, 274 477,820 384,156
Ceestt af résw material sold 22,655 - 9,138 =
Sinres, spare parts and loose tools corsumed 73,192 4E,679 4B,173 28,186
Salaries, wages and ather benefits 218,052 171,061 112,914 86,536
Fuel and power 251,459 176,045 57,504 94,005
Siring matenials consumed 17,206 13,933 B.024 7024
Disside processing | conversion and other charges 42,848 26,434 17,086 18,202
Packing materials consumed 40,822 32,677 22,679 17,807
Fiepair and maintenance 4,060 1,975 2,353 2,757
Irsurance 2,655 113 1,27 1272
Other factory overhaads 4920 417 651 123
Depreciation 40,563 43,534 20,206 22,001
1,893,210 1,376,163 /17,520 662,249
Wiork-in-process
Oipening stodk 36,665 1 33,204 ] 47.735 26,774
Closing stodk 38,648 (3B, 403) 48 403
1,983 {5,199) §,087 111,629)
Cosst of goods manufachsred 1,891,227 1,370,564 827,007 B50,620
Finished goods
Opening stodk | 50,514 H 109,463 ” 125,995 ]| 97,542
Closing stock {184,677) {121,724) {184.677) {121,724)
(94, 159) (12,261) (58, 682) (23,782)

1,797 D68 1,358 703 768,325 626,838
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_[Un-audited)
Half ended
31 December|| 31 December
2019 2018
.- (RUPEES IN THOUSAND)
B. CASH GENERATED FROM [ (USED IN) OPERATIONS
Profit before taxation 76,853 31,800
Adjustments for non-cash charges and other items:
Amartization 9
Depreciabion 46,210 46,465
Gain on disposal of property, plant and equipment - {3}
Alowanoe for expected credit osses 5,759 -
Provision for staff retirement gratuity ir2rn 12,369
Finance cost 60,817 50,489
Credit balances written back . (520)
Working capetal changes (Note B.1) {75,561) {422,915)
1304 {282,315}
8.1 Working capital changes
Increasa in crrent assats:
Stores, spare parts and loose tooks (2,051) {38)
Stock-in-trade (217,540) (514,860}
Trade debls (2.525) {12,664}
Loans and advanoes (2,770) (4,633}
Short term deposits and prepayments (3.107) (2,163}
Other receivabies [3,509) {16,864}

(231,502) (351,222}

Increase in trade and ather payables 155,541 128,307

{75,561 [422.915)
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IDEAL SPINNING MILLS LIMITED HALF YEARLY ALLOUNTS

10.

1

12

14,

TRANSACTIONS WITH RELATED PARTIES
Dwtail of transactions and balances with rdated parties are as follows:
(Un-audited)
Half ended . ended
31 December|| 31 December| 31 December| 31 December
2019 2018 2019 2018
--------- ssssss [ AUPEES IN THOUSAND o= occenenssanannns
i) Transactions
Associated companies [ undertakings
Fuel purchased 1,945 1,184 1,001 575
Rental expere 3,000 900 1,500 450
Other related parties
Dividend paid 6,904 - B.904 -
Loans abtaned from directors - net 12,763 19,950 6,188 7,300
Remuneration paid to Chief Executive
(Mficer, Director and Exerutives 15,723 B,260 7,B61 3,680
Un-audited Audited
31 December 30 June
2019 2019
{RUPEES IN THOUSAND)

i} Period end balances
Associated companies [ undertakings
Trade and other payables 20,565 16,220
Other related parties
Spangors’ [oars 241,600 241,800
Long term finandng 184,897 178,346
Shart term bornawings 217,788 205,025
FINANCIAL RISK MANAGEMENT

The Company's finandal risk management objectives and polices are consistent with thase disdosed in the finandal
statements for the year ended 30 June 2015,

DATE OF AUTHORIZATION

These congensed interim financal satements were agproved by the Board of Derectoes of the Compary and authorized
for issue on February 24, 2020.

CORRESPONDING FIGURES

In order @ comply with the requirements of 1AS 34, the condensed interim statement of finandal position and
condensed interim staternent of changes in equity hawve besn compared with the balances of annual sudited financial
statemants of preceding financial year, whereas, the condensed interim statement of profit or |oss, condersed inberim
staterment of comprehensive income and condended inberim stabement of cash Aows have been compared with the
balances of comparable period of immediately preceding financial year,

Carrespanding figures have been reclsilied whenever necessary bo refled more spprapriste presentation of events and
trarsactions for the purpose of comparison in acoordanoe with the accounking and roposting standands as applicable in
Pakistan, However, no significant reclassification has been made.

GENERAL

Figures have bean rounded off to the nearest Mousand of Rupess unless otherwise stated.

CHIEF EXECUTIVE OFFICER MRECTOR CHIEF FINANCIAL OFFICER
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