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DIRECTORS" REPORT
TO THE SHAREHOLDERS

The Board of Directors of Fauji Foods Limited is pleased to present the directors’ report along with the condensed
unaudited interim financial information of the Company for 3 months ended March 31, 2023.

The uncertainty in local and global economic environment continues to pose challenges for all businesses. The
inflation coupled with devaluation led to massive cost increases. As a consequence of last year's floods, the raw
milk prices continued to rise in Q1 *23. Despite of these challenges, FFL has shown remarkable growth in top and
bottom line. The EBIDTA that has been on a growth path since Q4, * 22 surged to PKR 253 Mnin Q1 *23. With the
legacy debt paid off, the company recorded its first ever month in profit in March 2023.

EBITDA Evolution

(PKR mn)

Q1 2022 Q22022 Q3 2022 Q4 2022 Q12023

M Reported EBITDA (PKR mn) M Quarterly sales tax adjusted EBITDA (PKR mn)

FFL's persistence with the strategy of Margin Accretive growth and Reducing COGS has brought sustainability to
business results. The impact of progress on each of these strategic pillars is captured below:

a)

b)

Margin Accretive Growth:

FFL achieved growth of 116.6% in Net Revenue in Q1 of 2023 over same period last year (SPLY). This was
driven by continued volume growth in UHT Milk (54%), increase in distribution (additional 13,000 outlets)
and yet another strong quarter of Institutional Sales that achieved Rs. 2.03 billion revenue (+231%).

Reducing The COGS:

The topline growth was complimented by improvement in Gross margins that nearly doubled from 6.4% Q1
2022 to 12.8% in Q1 2023, highest in the history of FFL. The twin sustainability projects of 1 MW solar and
bio mass went into production in Q1 and will continue to positively impact energy cost from here onwards.
In line with our strategy to optimize costs, company localized packaging of a key SKU. These initiatives
along with price increases & other planned cost optimizations yielded an additional 6.4% Gross Margin. As
aresult, FFL achieved an operating profit of PKR 127 mn vs PKR (278) mn loss in SPLY & an EBIDTA of PKR
253 million, a growth of 262% over SPLY.

Revenue Operating Profit/Loss Net Loss
(Pkr mn) (Pkr mn) (Pkr mn)

5,169 127

(170)
2,387

(@78) (499)

fauji foods



c) Elimination of Legacy Debt and Interest Cost:

Q1 23 interest cost of PKR 299.78 mn is essentially what resulted in the loss after tax of PKR (170) mn
for Q1" 23. On March 8th 2023, the entire debt of RS 8.0 bn was paid off after completing the other than
right equity injection process. The repayment of legacy debt, which was a serious drag on the business
performance, now provides a platform to grow the business in a sustainable manner.

Future Outlook:

Looking ahead, the investment in brands and distribution infrastructure should continue to fuel the growth. With the
legacy debt burden now removed from the books, the growth in Margins and EBIDTA will help grow the business
even faster whilst introducing new products. The political and economic uncertainty is unlikely to go away in the
near future, however the strategy of pivoting to value added portfolio will enable the business to cover the expected
inflation through pricing & margin management. We are confident that a new chapter in the journey of FFL begins
enabling it to take strides towards fulfilling the tremendous potential in dairy and food business in Pakistan.

Despite the ever evolving & challenging economic scenario, both internationally & locally, the somewhat inelastic
nature of dairy products remains the mainstay around which we build our strategies to not only mitigate market
movements but also to effectively grow our business profitably.

The Board is thankful to the valuable stakeholders and shareholders for their trust and continued support to the
company.

Wagar Ahmed Malik Usman Zaheer Ahmad
Chairman Chief Executive Officer

Dated: April 19, 2023
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CONDENSED INTERIM STATEMENT
OF FINANCIAL POSITION

As at 31 March 2023

Un-audited Audited

31 Mach 31 December
2023 2022
Rupees Rupees

EQUITY AND LIABILITIES

Share capital and reserves
Authorized capital
2,800,000,000 (2022: 2,800,000,000)

ordinary shares of Rs 10 each 28,000,000,000 28,000,000,000
Issued, subscribed and paid up capital
2,519,963,139 (2022: 1,584,088,159) ordinary

shares of Rs 10 each 6 25,199,631,390 15,840,881,590
Capital Reserves
Share deposit money - 2,708,749,800
Share premium 1,821,671,554 1,835,148,154

Surplus on revaluation of property, plant and
equipment - net of tax 2,108,462,480 2,131,898,795

Revenue Reserve

Accumulated loss (18,615,376,227)

(18,469,229,527)

10,514,389,197

4,047,448,812

Non-current liabilities

Long term finances 2,350,000,000 5,482,593,723
Lease liabilities 248,484,574 53,570,131
Employee retirement benefits 28,484,103 30,795,946
2,626,968,677 5,566,959,800

Current liabilities
Short term borrowings - secured - 1,705,540,931
Current portion of long term liabilities 106,064,422 579,001,285
Trade and other payables 2,346,347,671 1,755,021,988
Unclaimed dividend 965,752 965,752
Accrued finance cost 33,712,332 402,289,522
Provision for Taxation 66,369,511 159,052,640
2,553,459,688 4,601,872,118
15,694,817,562 14,216,280,730

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

b&—h

Chairman

Chief Executive Officer

Director Chief Financial Officer
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Un-audited Audited

31 Mach 31 December

2023 2022
Rupees Rupees
ASSETS
Non-current assets
Property, plant and equipment 10 8,407,097,926 8,138,695,696
Intangible assets 5,764,576 5,929,326
Security deposits 9,773,658 9,539,947

8,422,636,160 8,154,164,969

Current assets

Stores, spares and loose tools 225,377,504 185,095,995
Stock-in-trade 2,027,667,785 1,239,691,594
Trade debts - considered good 902,432,172 557,499,467
Loans and advances - considered good 307,902,172 149,550,153
Deposits, prepayments and other receivables 218,067,294 239,435,429
Sales tax refundable - net 1,430,643,179 1,275,508,594
Income tax recoverable 1,156,668,634 1,269,852,300
Cash and cash equivalents 1,003,422,662 1,145,482,229

7,272,181,402 6,062,115,761

15,694,817,562 14,216,280,730
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CONDENSED INTERIM STATEMENT
OF PROFIT OR LOSS (UN-AUDITED)

For the three months period ended 31 March 2023

31 Mach 31 Mach

Note 2023 2022

Rupees Rupees

Revenue from contracts with customers - net 5,169,068,273 2,386,812,368
Cost of revenue 1 (4,508,395,953) (2,238,770,459)
Gross profit 660,672,320 153,041,909
Marketing and distribution expenses (346,722,001) (320,021,195)
Administrative expenses (186,738,039) (110,994,743)
Profit / (Loss) from operations 127,212,280 (277,974,029)
Other income 69,820,244 42,109,123
Other expenses (467,792) -
Finance cost (299,778,236) (232,624,961)
Loss before taxation (103,213,504) (468,489,867)
Taxation (66,369,511) (30,692,098)
Loss after taxation (169,583,015) (499,181,965)
Loss per share - basic and diluted (0.07) (0.32)

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

R a— \SRX > M\W /Bhlx

Chairman Chief Executive Officer Director Chief Financial Officer
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CONDENSED INTERIM STATEMENT OF OTHER
COMPREHENSIVE INCOME (UN-AUDITED)

For the three months period ended 31 March 2023

31 Mach 31 Mach
Note 2023 2022
Rupees Rupees
Loss after taxation for the period (169,583,015) (499,181,965)
Other comprehensive income
Items that will not be reclassified to profit and loss account
Remeasurement of defined benefit obligation - -
Total comprehensive loss for the period (169,583,015) (499,181,965)

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

N L

Chairman Chief Executive Officer Director Chief Financial Officer
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CONDENSED INTERIM STATEMENT
OF CHANGES IN EQUITY (UN-AUDITED)

For the three months period ended 31 March 2023

Issued,

subscribed

and paid-up
capital

Share
premium

Capital Reserve

Share deposit
money

property, plant
and equipment

Revenue
reserves

Surplus on

revaluation of
Accumulated

loss

- net of tax

Rupees

Balance as at 01 January 2022 15,840,881,590 1,854,498,097 - 2225644056 (16,395,504,505) 3,525,519,238
Share i cost (2,849,343) - (2,849,343)
Total comprehensive loss for the period

Loss after taxation - - - (499,181,965)  (499,181,965)
Other comprehensive income - - - - - -
Total comprehensive loss - - - - (499,181,965) (499,181,965)
Surplus transferred to 1 losses

Incremental depreciation relating to surplus

on revaluation - net of tax - - - (23,436,315) 23,436,315

Balance as at 31 March 2022 15,840,881,590 1,851,648,754 - 2202207,741 (16,871,250,155) 3,023,487,930

Balance as at 01 January 2023 15,840,881,590 1,835,148,154  2,708,749,800 2,131,898,795 (18,469,229,527) 4,047,448,812
Shares issuance cost (13,476,600) (13,476,600)
Issuance of shares other than right
Against conversion of accrued markup 708,749,800 - (708,749,800) - - -
Against cash 8,650,000,000 - - - 8,650,000,000
9,358,749,800 = (708,749,800) = - 8,650,000,000

Reclass of share deposit money to long term loan - - (2,000,000,000) - - (2,000,000,000)
Total comprehensive loss for the period
Loss after taxation = = = = (169,583,015)  (169,583,015)
Other comprehensive income - - - - - -
Total comprehensive loss - - - (169,583,015)  (169,583,015)
Surplus transferred to 1 losses
Incremental depreciation relating to surplus

on revaluation - net of tax - - - (23,436,315) 23,436,315 -

Balance as at 31 March 2023

25,199,631,390

1,821,671,554

2,108,462,480 (18,615,376,227) 10,514,389,197

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

v
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CONDENSED INTERIM CASH FLOW
STATEMENT (UN-AUDITED)

For the three months period ended 31 March 2023

31 Mach 31 Mach
Note 2023 2022
Rupees Rupees

Cash flows from operating activities
Loss before taxation (108,213,504) (468,489,867)
Adjustments for non-cash items:
Depreciation on property, plant and equipment 10 125,374,410 121,603,517
Amortization of intangible assets 164,750 -
Gain on disposal of property, plant and equipment (18,257) (486,505)
Profit on bank deposits (67,481,747) (36,839,143)
Employee retirement benefits 6,609,396 7,052,773
Finance cost 299,778,236 232,624,961
Profit / (Loss) before working capital changes 261,213,284 (144,534,264)
Effect on cash flow due to working capital changes
(Increase) / decrease in current assets:
Stores, spares and loose tools (40,281,509) (81,174,936)
Stock-in-trade (787,976,191) (6,120,776)
Trade debts (344,932,705) (92,847,883)
Loans and advances (158,352,019) 12,427,789
Deposits, prepayments and other receivables 21,134,424 (59,151,161)
Sales tax refundable (155,134,585) (81,540,207)
Increase / (decrease) in current liabilities 591,325,683 290,818,254

(874,216,902) 32,411,080
Cash used in operations (613,003,618) (112,123,183)
Income tax paid (45,868,974) (8,383,196)
Employee benefits paid (8,921,233) (5,994,499)
Net cash generated from / (used) in operating activities (667,793,825) (126,500,878)
Cash flow from investing activities
Fixed capital expenditure (393,910,783) (4,225,817)
Sale proceeds from disposal of property, plant and equipment 152,400 1,432,273
Income on bank deposits received 67,481,747 36,839,143
Net cash generated from / (used) in investing activities (326,276,636) 34,045,599
Cash flow from financing activities
Long term finances paid (8,638,149,278) (12,615,260)
Share capital issuance 9,358,749,800 -
Share deposit money (2,708,749,800) -
Share premium (13,476,600) (2,849,343)
Liabilities against assets subject to finance lease - net 227,533,117 (14,405,018)
Finance cost paid (668,355,414) (304,295,682)
Net cash generated from / (used) in financing activities 2,557,551,825 (334,165,303)
Net decrease in cash and cash equivalents 1,5663,481,364 (426,620,582)
Cash and cash equivalents - at beginning of the period (560,058,702) 169,082,593
Cash and cash equivalents - at end of the period 1,003,422,662 (257,537,989)

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

N = Sl A VS

Chairman Chief Executive Officer Director Chief Financial Officer
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NOTES TO THE CONDENSED INTERIM
FINANCIAL STATEMENTS (UN-AUDITED)

For the three months period ended 31 March 2023

Fauji Foods Limited (“the Company”) was incorporated in Pakistan on 26 September 1966 as a
Public Company and its shares are quoted on Pakistan Stock Exchange. It is principally engaged
in processing and sale of toned milk, milk powder, fruit juices, allied dairy and food products. The
registered office of the Company is situated at 42 CCA, Ex Park View, DHA Phase-VIll, Lahore and
the manufacturing facility is located at Bhalwal, District Sargodha. The Company is a subsidiary of
Fauji Fertilizer Bin Qasim Limited, the Parent Company.

The condensed interim financial statements of the Company for the first quarter ended 31 March,
2023 is un-audited and has been presented in accordance with the requirements of the International
Accounting Standard (IAS - 34 Interim Financial Reporting) and provisions of or directives issued
under the Companies Act, 2017 (the Act). In case where the requirements differ, the provisions of
or directives issued under the Act have been followed. These are required to be presented to the
shareholders under section 237 of the Act.

The condensed interim financial statements does not include all the information required for the full
financial statements and should be read in conjunction with the financial statements of the Company
as at and for the year ended 31 December, 2022.

The accounting policies and the methods of computation adopted in the preparation of the
condensed interim financial statements are the same as those applied in the preparation of audited
annual financial statements of the Company for the year ended 31 December, 2022.

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

During the preparation of the condensed interim financial statements, the significant judgments
made by the management in applying the Company’s accounting policies and the key sources
of estimation and uncertainty were the same as those that applied to annual audited financial
statements for the year ended 31 December, 2022.

During the period, Company issued shares totalling 935,874,980 at the rate of Rs. 10 each by way of
other that right against cash 865,000,000 and conversion of accrued markup 70,874,980 respectively
after obtaining all regulatory approvals.

During the period, Company paid all mark up based syndicate finance facility and reclassify
unsecured interestr free loan from share deposit money to non current liabilities.

During the period, Company paid all secured markup based short term running finance facilities.

Contingencies and commitments
Contingencies
(i) The Company has issued following guarantees:

Guarantees aggregating Rs. 161.61 million (31 December 2022: Rs. 161.61 million) have
been issued by banks on behalf of the Company to Sui Northern Gas Pipeline Limited,
Pakistan State Oil and Controller Naval Account.

There has been no significant change in contingencies as reported in the audited financial
statements of the Company for the period ended December 31, 2022.

fauji foods



9.2 Commitments

(i) Commitments, for purchase of raw / packing material, outstanding at the period end were
Rs. 6.73 million (31 December 2022: Rs. 7.51 million).

Un-audited Audited
31 Mach 31 December
2023 2022
Rupees Rupees
10 Property, plant and equipment
Opening balance - Net book value 7,847,856,113 8,282,128,337
Additions during the period / year 259,971,390 64,676,109
Capital Work in Process 71 424,778,973 290,839,583

8,5632,606,476 8,637,644,029

Book Value of property plant and equipment

disposed off/adjusted during the period / year (134,140) (3,460,555)

Depreciation charged during the period / year (125,374,410) (495,487,778)
8,407,097,926 8,138,695,696

10.1  Capital work-in-progress
Plant and machinery 424,778,973 290,839,583
424,778,973 290,839,583

11 Cost of Sales

Raw materials consumed 3,908,901,463 1,374,724,323
Salaries, wages and other benefits 67,464,565 53,362,648
Freight and forwarding 102,237,836 42,751,558
Power and fuel 114,973,710 104,794,243
Packing materials consumed 611,671,700 451,684,709
Stores and spares consumed 28,454,400 26,290,087
Repair and maintenance 64,200,000 52,453,298
Depreciation on property, plant and equipment 108,291,056 106,459,075
Travelling and conveyance 3,424,023 1,939,803
Printing and stationery 570,356 242,526
Legal and professional charges 652,252 456,294
Insurance 1,560,239 1,680,325
Others 365,654 443,424

5,012,767,254 2,217,182,313

Adjustment of work-in-process

Opening stock 157,048,335 118,186,971
Closing stock (161,272,639) (89,219,414)
(4,224,304) 28,967,557
Cost of goods manufactured 5,008,542,950 2,246,149,870
Adjustment of finished goods
Opening stock 543,764,411 326,816,255
Closing stock (1,043,911,408) (339,195,666)
(500,146,997) (12,379,411)

4,508,395,953 2,233,770,459
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NOTES TO THE CONDENSED INTERIM
FINANCIAL STATEMENTS (UN-AUDITED)

For the three months period ended 31 March 2023

12

Related party disclosure

Related parties comprise of associated undertakings, directors, entities with common directorship,
post employment plans and key management personnel. Significant transactions with related parties

are as follows:

Relationship Nature of 31 March 31 March
with the company Relationship transactions 2023 2022
Rupees Rupees
i. Associated Undertakings
Fauii Fertilizer Bin Qasim Parent Company Misc. expenses charged by
Limited (Shareholding and related party 70,000 11,274
common directorship) Expense of IT facilities charged
by related party 1,500,000 1,500,000
Finance cost charged by
related party 2,712,329 3,698,630
Fauji Foundation Associated Undertaking Management shared services
charged by related party - 1,225,331
(Shareholding and TA/DA and boarding expenses
common directorship) charged by related party - 1,019,520
Consultancy expense charge
by related party 2,825,000 -
Misc. expenses charged to
related party by Company 96,997 -
Askari Bank Limited Associated Undertaking Finance cost charged by
(Common directorship) related party 23,528,808 18,087,771
Interest income on saving
accounts 42,909,911 32,874,626
Profit on TDR 21,080,824 -
FFBL Power Company Associated Undertaking Purchase of Coal - 5,294,322
Limited (Shareholding and
common directorship)
Employee's Provident
Fund Trust Post employee benefit plan Contribution for the year 15,566,748 14,456,806
Employee’s Gratuity
Fund Trust Post employee benefit plan Contribution for the year 7,924,431 -
il Associated persons
Directors Meeting fee 3,130,000 4,170,000
Key management personnel Remuneration and benefits 52,540,667 26,464,918
16 fauji foods



13 Date of authorization of issue
These financial statements were authorized for issue on April 19, 2023 by the board of directors of
the Company.

14 Events after the balance sheet date

There are no subsequent events occurring after balance sheet date.

15 Corresponding figures

Corresponding figures have been re-arranged and re-classified, wherever necessary, for the purpose
of comparison and better presentation as per reporting framework.

e L " S A

Chairman Chief Executive Officer Director Chief Financial Officer

TOWARDS A

BETTER

TOMORROW Quarter ended 31 March 2023 17



fauji foods

HEAD OFFICE

9 4A2CCM ExPork View, DHA Fhose

3 +60-42-3738300,

& wawwioujoods.com

ATAG3E5-17

1m0 e [ Houseihunpur

Wi, Lofore

VANTAGE





