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FrieslandCampina Engro Pakistan Limited
7p‘ {Formerly Engro Foods Limited)
FrieslandCampina air . Karach
Engro Pakistan Limited :

DIRECTORS’ REPORT

The Directors of FrieslandCampina Engro Pakistan Limited (a majority-owned subsidiary of
FrieslandCampina Pakistan Holdings B.V.) (the “Company”) are pleased to submit the report along with
the condensed financial information of the Company for the third quarter ended September 30, 2023.

BUSINESS PERFORMANCE OVERVIEW

The company delivered strong topline growth of 40% despite the challenging operating environment
and economic slowdown. The Company generated revenue of PKR 73.8 billion, compared to PKR 52.8
billion in the same period last year, fueled by both volume and value growth.

The Company witnessed gross profit growth of 23 %, while the gross margin declined by 200 bps due
to inflationary pressure on commodities and energy prices. In Q3’23, the gross margin declined by 458
bps compared to the same period last year, primarily attributable to one-offs in the preceding year, in
addition to the aforementioned factors. The operating margin only declined by 13 bps over last year
due to initiatives such as cost rationalization and driving efficiencies across the value chain.

However, the profit after tax (Rs. 1.57 billion vs. Rs. 1.77 billion in the same period last year) as a
percentage of sales declined by 121 bps due to a significant increase in finance costs and taxation.

DAIRY-BASED PRODUCTS SEGMENT

The segment reported revenue of Rs. 65.7 billion, reflecting a growth of 43% compared to the same
period last year. Olper’s, our flagship brand, led the growth in the segment by strengthening its
leadership position in the market through consistent brand and trade investments.

Olper’s UHT continued to build the reach of the ‘Happy Mornings’ campaign through TV, social media,
and in-store activities. The campaign establishes Olper’s as an enabler of Happy Mornings for
consumers by offering high-quality milk that is nutritious and delicious. These efforts helped drive
Olper’s household penetration and strengthened its Equity position within the Dairy Segment of
Pakistan. The Olper’s Flavoured Milk ‘All Stars’ campaign was launched in 2023, which continued to
build the category by making it relevant for school-going children.

Our other brands like Olper’s full-cream milk powder (FCMP), Olper’s Cream, and Tarang have also
gained a healthy market share despite competition from established players.
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FROZEN DESSERTS SEGMENT

The segment reported revenue of Rs. 8.1 billion, reflecting a growth of 20% compared to the same
period last year. This growth has been enabled by timely investments in occasions and innovations.

We believe that the novel experiences that we offer across our wide range of products in this segment
are something everyone deserves.

FINANCIAL PERFORMANCE

The financial performance of the company for the nine months ended September 30, 2023, is
summarized below:

Nine months ended Variation
Sep 30, 2023

(Rs. in million) 2023 2022
Net Sales 73,819 52,827 40%
Operating Profit 5,316 3,874 37%
% of sales 7.2% 7.3% -13 bps
Profit / (Loss) after tax 1,575 1,765
% of sales 2.1% 3.3% -121 bps
Earnings / (Loss) per share (Rs.) 2.06 2.30

FUTURE OUTLOOK

As FrieslandCampina Engro Pakistan, we bring over 150 years of experience to the dairy landscape of
Pakistan. Our purpose is to “transform the health and wellbeing of Pakistanis now and for generations
to come, by nourishing them through unlocking the goodness of milk from grass to glass, as well as by
enhancing the livelihood of farmers.”

The company expects to face headwinds on both demand and supply sides due to the anticipated high
levels of inflation, high-interest rates, and declining purchasing power of consumers. However, with an
agile business model in place, the management is confident that it will be able to drive efficiencies
across the value chain, build resilience and continue to deliver growth by staying relevant to the
consumetr.

Dairy farmers are the backbone of FCEPL's supply chain, and we take great pride in our exemplary Dairy
Development Program. The program is tailored and designed to ensure inclusive growth and increased
profitability by sharing knowledge and best practices for dairy farming, providing training on animal
health, housing and barn design, feed and water, milk hygiene, aflatoxin control, cow signals, farm
economics, calf rearing, and the environment. We also help facilitate farmer communities in obtaining
subsidized loans as working capital. Our innovations draw upon our deep, global dairy expertise and
are tailored specifically for local preferences and cultural adoption. With this outlook and our unique
position, we are combining enterprising talent with emerging methodologies to set the foundation for
the next chapter in the food safety and nourishment story in Pakistan.
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The business will continue to invest behind brand equity and expand its profit-accretive portfolio to
leverage margins. Leveraging its global expertise and 150 years of heritage, the Company remains
committed to the highest standards of hygiene, food safety, and sustainability and providing safe,
affordable, and nourishing dairy products to millions of Pakistanis every day.

.7 M Q (Ja-

Abdul Samad Dawood Ali Ahmed Khan
Chairman Chief Executive Officer

Karachi: October 16, 2023

FRIESLANDCAMPINA ENGRO PAKISTAN LIMITED 04

THIRD QUARTER ENDED 2023



FRIESLANDCAMPINA ENGRO PAKISTAN LIMITED

CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2023
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FRIESLANDCAMPINA ENGRO PAKISTAN LIMITED
CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION
AS AT SEPTEMBER 30, 2023

(Amounts in thousand)

Note

ASSETS
Non-Current Assets

Property, plant and equipment 4
Biological assets

Intangibles

Right-of-use assets

Long term advances and deposits

Current Assets

Stores, spares and loose tools 5
Stock-in-trade 6
Trade debts

Advances, deposits and prepayments

Accrued mark-up / interest

Other receivables

Sales tax recoverable

Taxes recoverable

Short term investments

Cash and bank balances

TOTAL ASSETS

EQUITY AND LIABILITIES
Equity

Share capital

Share premium

Employee share option compensation reserve

Remeasurement of post employment benefits - Remeasurement loss
Unappropriated profit

Non-Current Liabilities

Long term:

- finances

- lease liability against right-of-use assets
Deferred tax liability - net

Current Liabilities

Current portion of long term:
- finances
- lease liabilities against right-of-use assets
Trade and other payables
Contract liabilities
Unclaimed dividend
Accrued interest / mark-up on:
- long term finances
- short term finances
Short term finances 7

Contingencies and Commitments 8

TOTAL EQUITY AND LIABILITIES

The annexed notes 1 to 19 form an integral part of these condensed interim financial statements.

R M Q (Ja-

Chairman Chiet Executive Ofticer
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Unaudited Audited
September 30, December 31,
2023 2022
——————————————————— Rupees -------------------
10,822,343 9,857,619
2,966,576 2,167,920
18,161 29,622
921,903 729,465
209,561 129,489
14,938,544 12,914,115
1,095,948 413,963
16,442,961 7,566,388
2,761,707 1,902,141
745,428 656,501
- 25,767
699,373 355,747
6,129,517 4,891,189
1,655,975 2,196,246
- 2,000,000
606,617 1,824,554
30,137,526 21,832,496
45,076,070 34,746,611
7,665,961 7,665,961
865,354 865,354
- 1,267
(274,156) (274,156)
6,007,917 4,431,245
14,265,076 12,689,671
250,000 750,000
551,733 437,691
97,831 41,597
899,564 1,229,288
500,000 1,569,643
470,850 268,338
24,423,190 17,916,403
302,814 765,448
6,774 6,882
28,904 72,287
790,751 228,651
3,388,147 -
29,911,430 20,827,652
30,810,994 22,056,940
45,076,070 34,746,611

ST

Chief Financial Officer




FRIESLANDCAMPINA ENGRO PAKISTAN LIMITED
CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS (UNAUDITED)
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2023

(Amounts in thousand except for earnings per share)

Note Quarter ended September 30, Nine months ended September
2023 2022 2023 2022

------------------- Rupees Rupees ---------mnnmmnoene-
Revenue from contracts with customers - net 26,803,644 22,056,694 73,818,555 52,827,498
Cost of sales (23,389,083) (18,236,360) (62,690,909) (43,809,402)
Gross profit 3,414,561 3,820,334 11,127,646 9,018,096
Distribution and marketing expenses (1,776,119) (1,823,393) (5,633,834) (4,361,512)
Administrative expenses (491,301) (531,907) (1,345,937) (1,240,190)
Other operating expenses (48,125) (209,264) (430,940) (369,407)
Other income 343,492 329,110 1,598,988 827,494
Operating profit 1,442,508 1,584,880 5,315,923 3,874,481
Finance cost (970,140) (365,306) (2,292,432) (990,910)
Profit before taxation 472,368 1,219,574 3,023,491 2,883,571
Taxation 9 (223,213) (392,583) (1,448,086) (1,118,406)
Profit for the period 249,155 826,991 1,575,405 1,765,165
Earnings per share - basic and diluted 10 0.33 1.08 2.06 2.30

The annexed notes 1 to 19 form an integral part of these condensed interim financial statements.

S SN, R A (Ja- Footen

Chairman Chief Executive Officer Chief Financial Officer
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FRIESLANDCAMPINA ENGRO PAKISTAN LIMITED
CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UNAUDITED)
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2023

(Amounts in thousand)

Quarter ended September 30, Nine months ended September 30,
2023 2022 2023 2022
------------------ Rupees Rupees -------------nnmm-
Profit for the period 249,155 826,991 1,575,405 1,765,165
Other comprehensive income for the period - - - -
Total comprehensive income
for the period 249,155 826,991 1,575,405 1,765,165

The annexed notes 1 to 19 form an integral part of these condensed interim financial statements.

AT (v Q (Ja- Fort

Chairman Chief Executive Officer Chief Financial Officer
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FRIESLANDCAMPINA ENGRO PAKISTAN LIMITED
CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2023

(Amounts in thousand)

RESERVES
Share CAPITAL REVENUE Total
capital Share Employee Remeasurement Unappropriated
premium share option of post profit
compensation employment
reserve benefits
Rupees
Balance as at January 1, 2022 (Audited) 7,665,961 865,354 43,093 (170,910) 1,923,746 10,327,244
Transfer of employee share option compensation
reserve to unappropriated profit - - (41,826) - 41,826 -
Profit for the period - - - - 1,765,165 1,765,165
Other comprehensive income for the period - - - - - -
Total comprehensive income for the period - - - - 1,765,165 1,765,165
Balance as at September 30, 2022 (Unaudited) 7,665,961 865,354 1,267 (170,910) 3,730,737 12,092,409
Balance as at January 1, 2023 (Audited) 7,665,961 865,354 1,267 (274,156) 4,431,245 12,689,671
Transfer of employee share option compensation
reserve to unappropriated profit - - (1,267) - 1,267 -
Profit for the period - - - - 1,575,405 1,575,405
Other comprehensive income for the period - - - - - -
Total comprehensive income for the period - - - - 1,575,405 1,575,405
Balance as at September 30, 2023 (Unaudited) 7,665,961 865,354 - (274,156) 6,007,917 14,265,076

The annexed notes 1 to 19 form an integral part of these condensed interim financial statements.

.7 (v Q (Ja- Forler

Chairman Chief Executive Officer Chief Financial Officer
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FRIESLANDCAMPINA ENGRO PAKISTAN LIMITED
CONDENSED INTERIM STATEMENT OF CASH FLOWS (UNAUDITED)
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2023

(Amounts in thousand)

Nine months ended
September 30,

Note 2023 2022
—————————————————— Rupees ------------------

CASH FLOWS FROM OPERATING ACTIVITIES
Cash (utilized in) / generated from operations 11 (804,532) 4,311,260
Finance costs paid (1,684,217) (762,020)
Taxes paid (851,581) (250,855)
Contribution to retirement benefits funds (48,177) (41,703)
Long term advances and deposits - net (80,072) (46,494)
Net cash (utilized in) / generated from operating activities (3,468,579) 3,210,188
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of:

- property, plant and equipment (1,756,528) (1,001,264)

- intangibles (14,506) (2,994)
Proceeds from disposal of:

- property, plant and equipment 134,089 70,069

- biological assets 157,438 154,563
Income on short term investments 145,085 24,489
Net cash utilized in investing activities (1,334,422) (755,137)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of long term finances (1,569,643) (1,158,928)
Dividend paid (108) (57)
Repayment of lease liability against right-of-use assets (233,332) (284,431)
Net cash utilized in financing activities (1,803,083) (1,443,416)
Net decrease in cash and cash equivalents (6,606,084) 1,011,635
Cash and cash equivalents at beginning of the period 3,824,554 1,883,178
Cash and cash equivalents at end of the period 12 (2,781,530) 2,894,813

The annexed notes 1 to 19 form an integral part of these condensed interim financial statements.

W A (Ja-

Chief Executive Officer

AT I

Chairman Chief Financial Officer
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FRIESLANDCAMPINA ENGRO PAKISTAN LIMITED
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2023

(Amounts in thousand)

11

1.2

2.1

2.2

2.3

LEGAL STATUS AND OPERATIONS

FrieslandCampina Engro Pakistan Limited (the Company), is a public listed company incorporated in
Pakistan, under the repealed Companies Ordinance, 1984 (now the Companies Act, 2017) on
April 26, 2005, and its shares are quoted on the Pakistan Stock Exchange. The Company is a
subsidiary of FrieslandCampina Pakistan Holdings B.V. (the Holding Company) which is a subsidiary of
Zuivelcodperatie FrieslandCampina UA (the Ultimate Parent Company) and its registered office is
situated at 5th Floor, the Harbour Front Building, Plot No. HC-3, Block-4, Scheme No. 5, Clifton,
Karachi.

The principal activity of the Company is to manufacture, process and sell dairy based products and
frozen desserts. The Company also owns and operates a dairy farm.

BASIS OF PREPARATION

These condensed interim financial statements have been prepared in accordance with the accounting
and reporting standards as applicable in Pakistan for interim financial reporting. The accounting and
reporting standards as applicable in Pakistan for interim financial reporting comprise of:

- International Accounting Standard 34, ‘Interim Financial Reporting’ (IAS 34), issued by
International Accounting Standards Board (IASB) as notified under the Companies Act, 2017
(the Act); and

Provisions of and directives issued under the Act.

Where the provisions of and directives issued under the Act differ with the requirements of IAS 34, the
provisions of and directives issued under the Act have been followed.

The cumulative figures for the half year ended September 30, 2023 presented in these condensed
interim financial statements have been subjected to limited scope review by the auditors, as required
under section 237 of the Act. These condensed interim financial statements do not include all the
information required for annual financial statements and therefore should be read in conjunction with the
financial statements of the Company for the year ended December 31, 2022.

The preparation of these condensed interim financial statements in conformity with the accounting and
reporting 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 expectation of future events that are believed to be reasonable under the
circumstances. Actual results may differ from these estimates.

During preparation of these 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 are the same as those that were applied for the preparation of financial statements of the
Company for the year ended December 31, 2022, unless otherwise specified.

FRIESLANDCAMPINA ENGRO PAKISTAN LIMITED
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(Amounts in thousand)

3.

3.1

3.2

3.3

4.1

ACCOUNTING POLICIES

The accounting policies and the methods of computation adopted in the preparation of these condensed
interim financial statements are consistent with those applied in the preparation of the financial
statements for the year ended December 31, 2022, except in respect of taxes on income, which has
been accrued in the interim period using the tax rate that would be applicable to expected total annual
profit / (loss).

Standards, amendments to published accounting and reporting standards and interpretations
which are effective during the period.

There were certain amendments to accounting and reporting standards which became effective during
the current period. However, these do not have any significant impact on the Company’s financial
reporting and, therefore, have not been disclosed in this condensed interim financial information.

Standards, amendments to published accounting and reporting standards and interpretations
that are not yet effective and have not been early adopted by the Company.

There are certain standards and amendments to accounting and reporting standards that are not yet
effective and are considered either not to be relevant or to have any significant impact on the
Company's financial reporting and, therefore, have not been disclosed in this condensed interim
financial information.

Unaudited Audited
September 30, December 31,
2023 2022
------------------- Rupees -----------=nnmnnmm
PROPERTY, PLANT AND EQUIPMENT
Operating assets, at net book value
(notes 4.1, 4.2 and 4.3) 9,257,811 9,053,759
Capital work-in-progress (note 4.3) 964,794 605,888
Major spare parts and stand-by equipment 599,738 197,972
10,822,343 9,857,619
Unaudited
Nine months ended September 30,
2023 2022
------------------- Rupees -------------------
Following additions, including transfers from
capital work-in-progress, were made to
operating assets during the period:
Buildings on freehold land 200,499 71,744
Plant, machinery and related equipment 799,147 1,069,406
Office equipment & furniture and fittings 54,667 45,788
Computer equipment 84,165 55,098
Vehicles 270,766 78,198
1,409,244 1,320,234

FRIESLANDCAMPINA ENGRO PAKISTAN LIMITED
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(Amounts in thousand)

4.2

4.3

4.4

6.1

The details of operating assets disposed-off / written-off during the period are as follows:

Accumulated

- Net Sales
Cost depreciation /
. . book value proceeds
impairment
Rupees

Plant & machinery 364,035 (333,231) 30,804 54,555
Freezers & Trikes 116,629 (108,842) 7,787 32,493
Office furniture & equipment 28,177 (26,611) 1,566 4,260
Computer equipment 24,179 (23,908) 271 3,245
Vehicles 107,305 (85,475) 21,830 39,536
September 30, 2023 640,325 (578,067) 62,258 134,089
September 30, 2022 182,302 (137,878) 44,424 70,069

Following additions were made to
capital work-in-progress during the period:

Building on freehold land

Plant, machinery and related equipment

IS and milk automation projects

Office equipment, furniture & fittings and
computer equipment

Vehicles

Following transfers were made from
capital work-in-progress during the period:
- Operating assets (note 4.1)
- Intangibles

STORES, SPARES AND LOOSE TOOLS

Mode of
disposal

Third party disposals

Third party disposals and Write-off

Third party disposals

Employee buybacks and Insurance claims

Employee buybacks and Insurance claim

Unaudited
Nine months ended September 30,
2023 2022
------------------- Rupees -----------=nnmnomm
144,002 38,907
1,250,090 814,073
14,506 2,994
140,400 70,086
222,036 78,198
1,771,034 1,004,258
(1,409,244) (1,320,234)
(2,885) (2,994)
(1,412,129) (1,323,228)

These are net of provision against expired / obsolete stores and spares amounting to Rs. 360,219

(December 31, 2022: Rs. 410,896). Stores, spares and

loose tools amounting to Rs. 82,760

(September 30, 2022: Nil) have been written-off against provision during the period.

STOCK-IN-TRADE

Raw and packaging material (note 6.1)
Work in process (note 6.2)
Finished goods (notes 6.3)

Less: Provision for expired / obsolete stock

Includes Rs. 2,553,728 (December 31, 2022:
held by third parties.

FRIESLANDCAMPINA ENGRO PAKISTAN LIMITED
THIRD QUARTER ENDED 2023

Unaudited Audited
September 30, December 31,
2023 2022
------------------- Rupees -----------mnnmnomm
6,442,610 4,158,358
7,598,677 1,177,704
2,476,527 2,350,185
16,517,814 7,686,247

(74,853) (119,859)
16,442,961 7,566,388

Rs. 389,599) in respect of raw and packaging material

13



(Amounts in thousand)

6.2

6.3

6.4

7.1

7.2

8.1

8.11

8.1.2

8.1.3

8.14

8.15

Includes Rs. 2,563,505 (December 31, 2022: Rs. 431,819) in respect of semi-finished stock held by
third parties.

Includes Rs. 1,449,370 (December 31, 2022: Rs. 3,137,660) in respect of finished goods held by third
parties and Rs. 19,700 (December 31, 2022: 87,459) in respect of finished goods carried at net
realizable value.

Stock-in-trade amounting to Rs. 21,467 (September 30, 2022: Rs. 9,958) has been written-off against
provision during the period.

SHORT TERM FINANCES - secured

The facilities for short term running finance available from various banks, which represent the aggregate
sale price of all mark-up arrangements, amounts to Rs. 10,750,000 (December 31, 2022: Rs.
7,750,000). The unutilized balance against these facilities as at September 30, 2023 was Rs. 3,388,146
(December 31, 2022: Rs. 7,750,000). The rates of mark-up on these finances are KIBOR based and
range from 22.61% to 23.11% (December 31, 2022: 15.71% to 17.08%) per annum. These facilities are
secured by way of floating charge upon all the present and future current assets of the Company.

The facilities for opening letters of credit and bank guarantees as at September 30, 2023 amounts to
Rs. 20,640,000 (December 31, 2022: Rs. 17,150,000), of which the amount remaining unutilized as at
September 30, 2023 was Rs. 6,412,267 (December 31, 2022: Rs. 12,682,582).

CONTINGENCIES AND COMMITMENTS

There is no significant change in the matters disclosed in notes 14, 25 and 33.2 to the financial
statements for the year ended December 31, 2022, except for the following:

Commitments in respect of capital expenditure contracted for but not incurred as at September 30, 2023
amounts to Rs. 1,035,746 (December 31, 2022: Rs. 1,239,977).

Commitments in respect of purchase of certain commodities as at September 30, 2023 amounts to
Rs. 2,648,631 (December 31, 2022: Rs. 309,439).

The Company being aggrieved with order of the Deputy Commissioner Inland Revenue (DCIR) for tax
year 2020 raising a demand of Rs. 30,712, which has already been paid by the Company under protest,
has filed an appeal before Commissioner Inland Revenue [CIR (A)] on January 26, 2023 which is
pending adjudication.The Company, based on the opinion of its tax consultant, is confident of a
favorable outcome of the appeal, and, accordingly taxes recoverable have not been reduced by the
effect of the aforementioned disallowances.

On February 27, 2023 CIR (A) passed an order against the appeal filed for recovery of Super tax for tax
year 2022 and directed the department to adjust the demand against the available income tax refunds of
tax year 2013. The Company being aggrieved with the decision of the CIR (A), has filed an appeal
before Appellate Tribunal Inland Revenue (ATIR) which is pending adjudication.

On February 28, 2023, Additional Commissioner Inland Revenue (ACIR) passed an appeal effect order
based on decision of CIR (A) and given complete effects on remand back issues and decided in favor
of Company. The Company, based on the opinion of its tax consultant, is confident of a favorable
outcome of the appeal, and accordingly taxes recoverable have not been reduced by the effect of the
aforementioned disallowances.

FRIESLANDCAMPINA ENGRO PAKISTAN LIMITED
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(Amounts in thousand)

8.1.6  On June 06, 2023, Additional Commissioner Inland Revenue (ACIR) passed an appeal effect order
based on decision of CIR (A) and created a tax refund of Rs. 137,272 to the extent of remanded back
matters. The Company, based on the opinion of its tax consultant, is confident of a favorable outcome of
the appeal, and accordingly taxes recoverable have not been reduced by the effect of the
aforementioned disallowances.

8.1.7 On June 06, 2023, Additional Commissioner Inland Revenue (ACIR) passed an appeal effect order
based on decision of CIR (A) and created a tax refund of Rs. 83,353 to the extent of remanded back
matters.The Company, based on the opinion of its tax consultant, is confident of a favorable outcome of
the appeal, and accordingly taxes recoverable have not been reduced by the effect of the
aforementioned disallowances.

8.1.8 The Company, being aggrieved with the order of CIR (A) raising a demand of Rs. 150,402 against the
inappropriate apportionment of input tax in the monthly sales tax returns for the period July 2020 to June
2021. The Company has filed an appeal before ATIR on February 10, 2023 which is pending
adjudication.

8.1.9 On September 07, 2023, Deputy Commissioner Inland Revenue (DCIR) passed an order by disallowing
input adjustment on foreign services having inappropriate tax numbers and created demand of
Rs.17,348. The Company has filed appeal to CIR (A) against the order.The Company, based on the
opinion of its tax consultant, is confident of a favorable outcome of the appeal, and accordingly taxes
recoverable have not been reduced by the effect of the aforementioned disallowances.

8.1.10 On March 3, 2023, Collectorate of Customs Adjudication-I, Karachi, issued show cause notices alleging
that the Company has misdeclared HS code on certain raw materials imported and therefore, required to
pay additional duties and taxes. On April 27, 2023, August 08, 2023 and August 16, 2023 Collectorate,
issued demand orders of Rs.132,561.The Company being aggreived with the said demands has filed
an appeals with Custom Tribunal Karachi which are pending for adjudication.The Company, based on
the opinion of its tax consultant, is confident of a favorable outcome of the appeals.

8.1.11 Following the directions of Lahore High Court (LHC), on April 04, 2023, the Customs department
confirmed the earlier ruling of the Classification Committee pertaining to Tea Whiteners dated March
15, 2022 against the taxpayers. Being aggrieved, the ruling dated April 04, 2023 was again challenged
in LHC on the grounds that proper opportunity of being heard was not provided to petitioners.

Subsequently, LHC converted these appeals into representations before the FBR and directed the FBR
to decide the same within 15 days. FBR vide order dated September 20, 2023 has upheld the
Classification Committee ruling. However, various companies have challenged the FBR order in LHC
which has suspended FBR's order and directed that previous ruling shall continue to apply in meantime.

9. TAXATION

Section 4C 'Super tax on high earning persons' of the Ordinance introduced through the Finance Act,
2022 has been further amended through the Finance Act, 2023, whereby super tax rate has been
increased to 10% where the income exceeds Rs. 500,000. This is retrospectively applicable from tax
year 2023 onwards. In previous year, the Company had already recognised super tax provision at 4%
for tax year 2023 based on the rate applicable at December 31, 2022. Accordingly, during the current
period, the Company has increased the super tax provision to 10% which has resulted in additional
provision of Rs. 171,188 for prior tax year 2023. Further, this also includes super tax provision
recognised at 10% for tax year 2024, amounting to Rs. 219,239.

Deferred tax expense has been recognised at the rate of 39% (including 10% super tax) being the new
rate substantively enacted at the balance sheet date and is expected to apply to the periods when the
asset is realised or the liability is settled. Liability as at December 31, 2022 was recognised at 33%
being the rate then enacted.
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(Amounts in thousand)

10. EARNINGS PER SHARE - Basic and diluted

Quarter ended September 30, Nine months ended September 30,

2023 2022 2023 2022
---------------- Rupees Rupees ----------mmneneee-
There is no dilutive effect on the basic earnings
per share of the Company, which is based on:
Profit for the period 249,155 826,991 1,575,405 1,765,165

Number of shares

Weighted average number of ordinary shares 766,596,075 766,596,075 766,596,075 766,596,075
Earnings per share 0.33 1.08 2.06 2.30
Unaudited
Nine months ended September 30,
2023 2022
------------------- Rupees -------------------

11. CASH GENERATED FROM OPERATIONS
Profit before taxation 3,023,491 2,883,571

Adjustment for non-cash charges and other items:

- Depreciation on property, plant and equipment 1,145,970 1,424,923
- Depreciation on right-of-use asset 280,990 231,573
- (Reversal) / Provision for Impairment of
operating assets - net (3,034) 3,993
- Impairment of intangible assets - net - 90
- Amortization of intangibles 14,345 21,307
- Loss on death / disposal of biological assets 80,827 43,550
- Gain on disposal of operating assets (71,833) (34,976)
- Gain on derecognition of right of use asset (13,040) (23,349)
- Gain arising from changes in fair value less
estimated point-of-sale costs of biological assets (1,036,921) (686,289)
- Provision for retirement and other service benefits 128,617 94,544
- Provision for impairment of stock-in-trade 225,948 82,513
- Provision for slow moving spares - net 32,084 59,792
- (Reversal) / Provision for impairment of trade debts (2,336) 698
- Government grant recognized as income - (13,959)
- Exchange (gain) / loss recognized (62,240) 57,419
- Interest income on short term investments (119,318) (3,225)
- Finance cost on short term and long term
finances including bank charges 2,202,934 945,436
- Finance cost on lease liability against right-of-use assets 89,498 45,474
Working capital changes (note 11.1) (6,720,514) (821,825)
(804,532) 4,311,260
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(Amounts in thousand)

111

12.

13.

13.1

13.2

14.

Unaudited
Nine months ended September 30,
2023 2022
------------------- Rupees ------------mmomm-
Working capital changes
(Increase) / Decrease in current assets
- Stores, spares and loose tools (1,115,835) (211,302)
- Stock-in-trade (9,102,521) (2,612,536)
- Trade debts (857,230) (298,208)
- Advances, deposits and prepayments (88,927) (385,214)
- Other receivables (343,626) (123,017)
- Sales tax recoverable (1,238,328) (1,149,172)
(12,746,467) (4,779,449)
Increase / (Decrease) in current liabilities
- Trade and other payables 6,488,587 3,806,983
- Contract liabilities (462,634) 150,641
6,025,953 3,957,624
(6,720,514) (821,825)
CASH AND CASH EQUIVALENTS
Cash and bank balances 606,617 1,894,814
Short term finances (3,388,147) -
(2,781,530) 1,894,814

FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENTS
Financial risk factors

The Company's activities expose it to a variety of financial risks: market risk (including currency risk and
interest rate risk), credit risk and liquidity risk.

There have been no changes in the risk management policies during the period, consequently these
condensed interim financial statements do not include all the financial risk management information and
disclosures required in the annual financial statements.

Fair value of financial assets and liabilities

The carrying value of all financial assets and liabilities reflected in these condensed interim financial
statements approximate their fair values.

FAIR VALUE MEASUREMENT

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

Fair value hierarchy

The Company shall classifies fair value instruments using a fair value hierarchy that reflects the
significance of inputs used in making the measurements. The fair value hierarchy has the following
levels:

- Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date;

- Level 2: Inputs other than quoted prices within level 1 that are observable for the asset or
liabilities, whether directly (i.e. as prices) or indirectly (i.e. derived from prices); and

FRIESLANDCAMPINA ENGRO PAKISTAN LIMITED
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(Amounts in thousand)

- Level 3: Inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

As at September 30, 2023 and December 31, 2022, the Company did not have any financial instruments
which were measured at fair values.

The Company's biological assets are carried at fair values using valuation level 2. There were no
changes in valuation techniques during the period.

The Company has a number of financial instruments which are not measured at fair value in the
statement of financial position. These include bank balances, loans to employees, trade debts and
payable and long term finances. For the majority of these instruments, the fair values are considered not
to be materially different from their respective carrying amounts since the instruments are either short
term in nature or are periodically repriced.

15. TRANSACTIONS WITH RELATED PARTIES

151 Transactions with related parties, other than those which have been disclosed elsewhere in these
condensed interim financial statements, are as follows:

Unaudited
Nine months ended September 30,
2023 2022
————————————————— Rupees -----------------
Nature of relationship Nature of transactions
Associated companies / Arrangement for sharing
undertakings of premises, utilities, personnel and assets 15,513 48,127
Fee for technical assistance 1,609,422 1,126,316
Reimbursement of expenses incurred
by the Company 92,458 98,063
Reimbursement of expense paid /
payable on behalf of the Company 52,204 9,363
Purchases of goods and services 71,478 73,020
Sale of goods 420,326 -
Donation 6,250 15,000
Contribution for staff Managed and operated by Engro Corporation Limited
retirement funds
- Gratuity funds 48,177 21,998
- Provident fund 368,710 319,116
Key management personnel Managerial remuneration 243,942 219,355
including the Chief Executive
Officer Contribution for staff retirement benefits 24,738 31,507
Bonus payment 89,458 106,701
Directors Fee 4,281 2,893

15.2 There are no transactions with key management personnel other than under the terms of the
employment.
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16.

16.1

16.2

17.

18.

SEGMENT INFORMATION

The basis of segmentation and reportable segments presented in these condensed interim financial
statements is the same which was disclosed in financial statements for the year ended
December 31, 2022.

Unallocated assets includes assets which can not be allocated to a specific segment on a reasonable
basis. Liabilities are not segment-wise reported to the Board of Directors. All the unallocated results and
assets and liabilities are reported to the Board of Directors at entity level. Inter-segment revenue of
processed milk and powder are made by Dairy based products segment to Frozen desserts segment.

Information regarding the Company's operating segments is as follows:

Unaudited Unaudited
Nine months ended September 30, 2023 Nine months ended September 30, 2022
Predists deseerts Tol  OT0 ee. deseents Tota
Rupees
Results for the period
Revenue 66,414,776 8,090,807 74,505,583 46,270,901 6,826,382 53,097,283
Inter-segment revenue (687,028) - (687,028) (207,055) (62,730) (269,785)
65,727,748 8,090,807 73,818,555 46,063,846 6,763,652 52,827,498
Profit for the period 1,067,280 508,125 1,575,405 1,526,461 238,704 1,765,165
Unaudited Audited
Nine months ended September 30, 2023 December 31, 2022
Rupees
Assets
- Segment assets 30,748,717 4,435,841 35,184,558 18,678,211 3,765,144 22,443,355
- Un-allocated assets - - 9,931,532 - - 12,303,256
30,748,717 4,435,841 45,116,090 18,678,211 3,765,144 34,746,611

SEASONALITY

The Company’s businesses are subject to seasonal fluctuation, with demand of frozen desserts and
dairy based products increasing in summer. The Company’s dairy business is also subject to seasonal
fluctuation due to lean and flush cycles of raw milk collection. Therefore, revenues and profits for the
half year and quarter ended September 30, 2023 are not necessarily indicative of results to be expected
for the full year.

CORRESPONDING FIGURES

In order to comply with the requirements of International Accounting Standard 34 - ‘Interim Financial
Reporting’, the condensed interim statement of financial position has been compared with the balances
of annual financial statements of preceding financial year and 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 have been compared with the transactions of
comparable period of immediately preceding financial year.

FRIESLANDCAMPINA ENGRO PAKISTAN LIMITED
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(Amounts in thousand)

Corresponding figures have been rearranged and reclassified, wherever necessary, for the purpose of
comparison, the effects of which are not material.

19. DATE OF AUTHORIZATION FOR ISSUE

These condensed interim financial statements were authorized for issue on October 16, 2023 by the
Board of Directors of the Company.

g (v A (Ja- 9o

Chairman Chief Executive Officer Chief Financial Officer
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