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COVER STORY

FFBL: Pakistan's sole DAP producer

In this annual report, we present not merely a
financial reflection but a tale of determination
that defines FFBL — Pakistan’s exclusive DAP
producer. This narrative unfolds against the
backdrop of challenges and adversities, where
our company stands as a testament to resilience
and adaptation.

FFBL faced a multitude of challenges in the

past year: managing high opening inventory
levels, navigating historic high interest rate risk,
addressing shortages of gas supplies, mitigating
foreign exchange losses, and contending GST
discrimination. Most importantly, FFBL was the
only company among local fertilizer producers to
face these challenges at such a magnitude.

Let us unfold our narrative of unwavering
determination.




ABOUT THIS REPORT

The FFBL Annual Report 2023 (the
Report) integrates the following
sections:

® Company Overview

¢ Directors’ Report

® Sustainability Report

® Chairman Audit Committee Report

® Statement of Compliance with CCG
® Standalone Financial Statements

® Consolidated Financial Statements

® Shareholders’ Information

The Report is structured to assist our
readers in assessing our business by
providing information about state of
affairs, performance and the outlook of
FFBL. It fairly addresses the material
matters pertaining to the long term
sustainability of the Company and its
integrated performance. This Report
comprises of strategic and operational
review by the Board of Directors which
encompasses financial reviews and
analysis, overview of governance,

risk management and internal control
frameworks. ‘Navigating through this
Report’ given on page 4 shall further
facilitate the reader in comprehending

External Assurances / Reviews

Description of the Report

Review Report on the Statement of Compliance with the Code of Corporate Governance

this Report. Our value creating business
model supported by the outputs,
outcomes and impacts of various forms
of capitals associated with business
activities, and how we look forward
towards business opportunities, has
also been explained. The Board has
endorsed and authorized the release of
their report on January 25, 2024.

Scope and Boundary

Our Report covers the period from
January 1, 2023 to December 31,
2023 and subsequent events up to
the issuance of this report have also
been explained in various sections of
the Report. Operational and financial
analysis and reviews are carried out
by extracting financial information from
the Audited Financial Statements for
the year ended December 31, 2023
with relevant comparative information.
The Financial Statements consistently
comply with the requirements of:

¢ International Financial Reporting
Standards (IFRS)

® Companies Act, 2017 and other
applicable regulations

Chairman’s Review, Directors’ Report,

Audit Committee’s Report, Report on
Compliance of Code of Corporate
Governance (CCG), and other
information contained in this Report
have been structured in compliance
with the requirements of Companies
Act 2017, CCG, Listing Regulations of
the Pakistan Stock Exchange (PSX)
and other local and international good
governance practices as promoted by
ICAP / ICMAPR, and PSX etc.

Forward Looking
Statement

This Report includes ‘Forward Looking
Statement’ which addresses our
expected future business and financial
performance / condition, sources of
information and assumption used for
projections / forecasts and our future
course of action to manage the risks
and capitalize on opportunities (known
and unknown). Such statements are
valid only for the date of publication.

EY Ford Rhodes

Independent Auditor’s Report on the Audit of Financial Statements

EY Ford Rhodes

Independent Auditor’s Report on the Audit of Consolidated Financial Statements

EY Ford Rhodes

Entity Credit Rating




VISION

To be an inspiring business, transforming
opportunities into sustainable realities.

MISSION

Ensure business sustainability with sharp
focus on people development, growth and
stakeholder value, thus contributing towards
food security and group’s CSR efforts.
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NAVIGATING THROUGH THIS REPORT

The key objective of this Report is to provide a comprehensive information about our Company,
driven through a robust business model that illustrates our strategies to create value for the
stakeholders in the long run while managing key risks and capitalizing on opportunities.

Navigating through this Report will assist the reader to
understand and address following key questions:

Core Question Where to Look Page

Organizational overview and external environment

What does the Company do and Vision and mission statement 3
circumstances under which it operates? )
Product Portfolio 9
Code of conduct 17
Geographical presence 41
Group Structure 18
Company Structure / Organogram 21
Company Information 12
Strategy and resource allocation
Where does the Company wantto goand  Objectives and strategies 24
how does it intends to get there? .
Liquidity and cash flow management 70
Risk and opportunities
What are the specific risks and SWOT Analysis 40
opportunities that affect the Company’s , .
ability to create value over the short, Risk and opportunities report 75
medium and long term, and how it is
dealing with them?
Governance
How does the Company’s governance Profile of the Board 26
structure supports its ability to create value
PP y Committees of the Board 88

in the short, medium and long term?

Corporate Governance & Compliance 83




Core Question

Performance and Position

Where to Look

To what extent has the organization Highlights for the year 22

achieved its strategic objectives for the

period and what are its outcomes in terms How we evolved 14

of effects on the capitals? Chairman's review 47
Chief Executive Officer’s review 48
Financial Capital 50
Information Communication Technology 98
Human Capital 105
Social & Relationship Capital 102

Outlook

What are the challenges and uncertainties ~ Forward Looking Statement 118

that the Company is likely to encounter

in pursuing its strategy, and what are the

potential implications for its business

model and future performance?

Stakeholders Relationship and Engagement

What is the state of key stakeholder Analyst Briefing 92

relationships and how the Company has , .

responded to key stakeholders’ legitimate Enco.uragmg Minority Shareholders to Attend General 92

needs and interests? Meetings
Investors’ relations section on FFBL website 92
Stakeholders' engagement 96
Issues raised at last AGM 93
Wealth Statement 69

Financial Statements

What is the financial performance of the Financial Statement 159

Company and the Group?

HAL! - Consolidated Financial Statement 233
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has also made investments in numero

dairy products processing, financial services and production of other chemicals.

Fertilizers provide essential elements for nourishment, development and growth of plant as well as

grain or fruit. FFBL produces and markets following two fertilizers under the brand name of SONA

(meaning Gold);

« SONA DAP
»  SONA Urea (Granular)

=2

SONA DAP

Agricultural Use

Di-Ammonium Phosphate (DAP) is the
most concentrated phosphatic fertilizer
which contains both Phosphorus (P)
and Nitrogen (N) which are primary
nutrient for plant nourishment.

DAP belongs to a series of water-
soluble ammonium phosphates

that is produced through a reaction

of ammonia and phosphoric acid.
Whereas, ammonia is compound of
nitrogen and hydrogen.

Phosphorus to Nitrogen ratio in SONA
DAP is 46:18 and it is produced in
free-flowing granular form. Granules are
stronger, harder and of uniform size and
being non- hygroscopic, it stores well
even in high rainfall areas.

It is essential for plants to build a healthy
root system as well as in providing the
energy required to extract nutrients

from the soil. It helps plant to capture
and transform the sun’s energy into
chemical energy (photosynthesis) and
ensures optimal growth and maturity

of plant as well as its grain or fruit.
Furthermore, as basal DAP application,
accompanying nitrogen content

L

also meets the early stage nitrogen
requirements of crop plants.

The solubility of SONA DAP is more
than 90%, which is the highest among
the phosphatic fertilizers available in
the Country; due to which it can also

be applied post planting through
fertigation. DAP goes through chemical
reactions with a net acidic effect, after
its application in soil, making it the
most suitable phosphatic fertilizer for
farmlands in Pakistan.

FFBL is the sole producer of DAP in
Pakistan.

Industrial Use

It is also used as fire retardant in
commercial fire fighting products, metal
finisher, yeast nutrient and sugar puirifier.

SONA Urea
Granular

Agricultural Use

SONA Urea is a concentrated straight
nitrogenous fertilizer that contains 46%
nitrogen in ammoniacal form, which is
an essential plant nutrient for formation
of vital proteins.

=

Nitrogen is an integral part of
chlorophyll, which is necessary for

the photosynthesis. Urea is applied in
splits (basal & top-dressing) to promote
growth of crops and orchards.

SONA Urea is produced in the form

of white solid granules and has the
added advantage of ease in application
on standing crops due to bigger size
granules.

Being hygroscopic, Urea is packed

in moisture proof High Density
Polyethylene (HDPE) liners in addition to
Woven Polypropylene (WPP) bags.

In irrigated areas, urea is applied (top
dressed) in the standing crop followed
by irrigation to minimize gaseous losses
as ammonia volatilization occurs.

In rain fed areas, it is often spread just
before rain or after rains to minimize
gaseous as well as runoff losses.

Industrial Use

Raw material for manufacturing of
plastics, adhesives and industrial
feedstock.

Company Overview 9
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Dairy
Fauji Foods Limited (FFL)

Considering the importance of healthy food
production, scarcity and demand in market, FFL has
continued to engage in processing and marketing

of high quality dairy products. These brands include
the House of Nurpur, a range filled with top line dairy
products. Nurpur’s portfolio of brands ensures quality
and nourishment to our consumers. In addition, FFL
is also engaged in tea creamer category providing the

Pakistani consumer with a leading brand i.e. DOSTEA.

Food Quality and sustainability are high priorities level
set by the Company in order to maximize sustainable
achievements

10 o 2023

Power
FFBL Power Company Limited (FPCL)

A coal fired power generation project having gross
capacity of 118 MW.

FPCL supplies reliable and uninterrupted electricity
to FFBL and K-Electric. FPCL is contributing towards
economic growth of Pakistan and is lighting our
houses since it’s start of operations in 2017.



GISLATIVE & REGULATORY
ENVIRONMENT

The Company operates in highly sensitive market as
its products ultimately contribute in meeting nutrition
requirements and national food security of Pakistan.

The Government regularly monitors the production,
sales as well as costs and selling price trends for
timely and effective decision making. Moreover,
FFEBL, being a law-abiding corporate citizen and
listed on stock exchange, is required to comply with
the national laws with respect to its governance,

transactions and activities.

LICY STATEMENT ON
ETHICS AND BUSINESS
PRACTICE

FFBL is a purpose oriented, value driven organization
and aspires to meet the highest standards of ethics.
FFBL is committed to have a lasting impact on society
through its products and conduct of its business.

Our code of conduct defines a set of expectations
for the behavior of our people. It serves as a guide
to understand the essentials of our policies and how
those policies are anchored in our values. We expect
our people to comply with our code of conduct and we
also expect our business partners, such as bankers,
contractors and advisors to act in a manner that is
consistent with our code.

Company Overview 11
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HOW WE EVOLVED

1993

Incorporation of the Company

2008

DAP Revamp resulting in increase
production by 51% from 1,472 MT
to 2,232 MT per day

Start of PMP’s commercial
production and shipment to

FFBL in April 2008 and May 2008
respectively

Investment in Fauji Cement
Company Limited

2017

Start of commercial production
by FPCL

Record yearly DAP production of
808,808 MT

Record monthly DAP production
of 74,500 MT

Highest ever daily DAP production
of 2,513 MT

Highest ever Sona DAP sales of
831,173 MT

ANNUAL 2023
REPORT

1996

® | isted with Karachi, Lahore and
Islamabad Stock Exchanges

®  Investment in Wind Power
Projects

°

Successful implementation of
SAP-ERP system.

2018

®  Achieved highest daily DAP
production of 2,523 MT on 7
August, 2018

®  Highest ever monthly DAP
production of 75,494 MT in
August, 2018

°

Highest ever monthly Ammonia
production of 49,834 MT in
August, 2018

2000

Commencement of commercial
production

20M

Rewarding year for FFBL,
exhibiting highest standards

of performance, surpassing all
previous records

PMP production increased to
382 KT of PO, (surpassing the
name plate capacity of 375 KT in
any year)

2019

Highest ever yearly DAP
production of 830,696 MT

Highest ever monthly DAP
production of 76,595 MT in July
2019

5th International Award in
category of “Environment, Health
& Safety Performance”

2003

Successful commissioning of
Desulphurisation Project
Agreement with Office Cherifien
des Phosphates’ (OCP), Morocco
for supply of raw material
Phosphoric Acid (P,0, )

2013

Incorporation of Fauji Meat
Limited and Fauji Foods Limited
Investment in Askari Bank Limited

Highest ever DAP production of
744,436 MT

2020

Highest ever yearly DAP sales of
926,273 MT

Highest ever daily DAP production
of 2,533 MT on October 14, 2020

6th International Award in
category of “Environment, Health
& Safety Performance”

Disposal of investment in Fauiji
Cement Company Limited by
selling in open market



2005

Incorporated PMP as a joint
venture with OCP (to secure
reliable supply of Phosphoric
acid)

2014 .

Incorporation of FFBL Power
Company Limited

Received two awards in Corporate
Social Responsibility

Bronze Medal in ERP from SAR
Germany

Highest ever DAP production of
72,390 MT in a month

2021

Crossed Rs. 100 billion sales °
revenue hallmark

Successfully completed sale of °
equity investment in Wind power

projects

Achieved 42% DAP market share

Achieved highest daily DAP

production of 2,552 MT on 31

March 2021

Highest ever monthly Ammonia

production of 50,875 MT in March,

2021

2006

Achieved ISO Certification in QMS
(9001:2000), EMS (14001:2004)
and OHSAS (18001:1999)

2015

Highest ever yearly DAP
production of 768,004 MT
Highest ever daily DAP production
of 2,461 MT on December 19,
2015

Highest ever monthly sale of DAP
223,186 MT in October 2015
Highest ever yearly production of
429,398 MT of phosphoric acid

by PMP

2022

Crossed Rs. 150 Billion sales
revenue hallmark

Highest ever quarterly DAP
production of 226KT in 2nd
quarter

Highest ever monthly DAP
production of 79KT in May 2022

Achieved 56% DAP market share

2007/

Successful completion of
Ammonia BMR resulting in
increased production of Ammonia
by 23% from 1,270 MT to 1,570
MT and Urea by 15% from 1,670
MT to 1,920 MT per day

2016

Highest ever yearly DAP
production of 791,256 MT

Highest ever yearly DAP sales of
790,622 MT

SAP Bronze Medal Customer
COE of the Year Award 2016,
Berlin Germany

2023

®  Successfully completed sale of equity
investment in Fauji Meat Limited.

® Crossed Rs. 206 Billion gross revenue
hallmark.

®  Crossed Rs. 33 Billion gross profit
hallmark.

®  Merit Award from SAFA for annual
report 2022.

°

Award 2022 (Chemical and fertilizer
sector).

Company Overview
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CORE VALUES

Innovation

We encourage innovative practices that help set us apart in the marketplace. By
challenging convention, we hope to create greater value for our stakeholders.

Teamwork

We believe that through collaboration with partners that come from diverse
cultures, we are better able to grow and achieve success.

Perseverance

We create an environment that encourages everyone to perform to the best of
their abilities to achieve the goals they have set out.

Diversity

We believe that by embracing diversity, with a country as ethnically diverse as
Pakistan, we can add new perspectives that help us shape the marketplace and
better serve the needs of our stakeholders.

Empowerment

We empower people so that they have the confidence to achieve greatness. We
believe in delegating the right tools needed for everyone to achieve their goals,
regardless of race or gender.

16 oo 2023



CODE OF CONDUCT

Corporate
Image

Health
and Safety

Confidentiality

Company’s reputation and Stakeholders are valuable

We are all responsible for

Every employee is obligated

identity are among the maintaining a safe workplace  to protect the Company’s

by following health and safety  confidential information, which

equal partners for us with
Company’s most valuable whom a long term, fair and

assets. rules and practices.

is proprietary to the Company.

trustworthy relationship is built.

Respect for
People and
Team Work

We are dedicated through
dignity and respect, owe
nothing less to each other.
We know it well that none of
us acting alone can achieve

Success.

Unauthorized
Use of
Corporate
Assets

Every employee is obligated
to protect the assets of the
Company.

Integrity and
Honesty

We earn trust from everyone

by maintaining the highest
level of corporate integrity

through open, honest and fair

dealings.

Conflict
of Interest

All employees must avoid
any personal or business
influences that affect their
ability to act in the best

interests of the Company.

Dedication to
Quality

Our quality policy is an
integral part of our business
philosophy and we are
committed to provide total
customer satisfaction.

Corporate
Records

Documents and records of are
part of the Company’s assets
and employees are entrusted
with maintaining their accuracy

and safety.

Legal
Compliance

The Company’s activities
and operations are carried
out in strict compliance with
all applicable laws and the
highest ethical standards.

Company Overview 17



FFBL GROUP STRUCTURE
FPCL

FPCL owns and operates a coal based power generation
facility at Port Qasim Karachi with a net capacity of 103
MW (Gross Capacity of 118 MW). FPCL achieved its
commercial operations date (COD) on 19 May 2017.

Fauji Foods Limited, a majority owned Company of

FFBL, is engaged in processing, marketing and sale of

products including Milk, Cheese, Butter, Tea Whitener,

Chocolate Dip, Jams, Marmalade and Fruit Drinks. The T ———
Company'’s brand ‘Nurpur’ is one of the oldest and

highly recognizable brand in Pakistan.

T —

'y

Associate

AKBL

Askari Bank’s branch footprint comprises 765 branches,
including 140 Islamic Banking Branches, a Wholesale
Banking Branch in Bahrain and a representative office in
Beijing, China. Every year FFBL earns dividend income
from investment in AKBL and show diversification into
different sectors by the Company.

PMP

Pakistan Maroc Phosphore S.A. Morocco (PMP) is a
joint venture between the FFBL, Fauji Foundation, Fauiji
Fertilizer Company Limited and Office Cherifien Des
Phosphates, Morocco to manufacture phosphoric acid
primarily for the Company, and to market additional
production. Total capacity of PMP is 375KT per year. Total
cost of the project is 250 million USD.

18 o 2023




Subsidiaries

W

FFBL

>/
>~ Faiji Fertilizer Bin Qasm Limited

Joint Venture

Company Overview 19
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COMPANY STRUCTURE
/ ORGANOGRAM

Chairman

) ‘

Cor'?ﬁt:r?ii':tee - B O D - C E O COO FPCL

~——
)

Investment ® Co-MD PMP

Committee
—

.
Human Resource
& Remuneration | @
Committee
—

)

Technical
Committee .

Company Human Capital Supply Chain Admin Plant Finance Information Internal Marketing Government
Secretariat Management Management Head Office Management Communication Audit Relations
& Technology

Operations Admin Plant Maintenance Technical Hazop Safety
Services Environment &
Quality

Value Creation Business Model

Our value creation business model and process show how we take in value, use our manufacturing facilities,
people, systems and relationships to create additional value for our shareholders, employees, and other
stakeholders. Detailed value chain has been disclosed on page 134 of the Report.

Significant Changes from Prior Year

Any significant changes from prior year have been appropriately disclosed in the relevant sections of this Report.

External Environment

Significant factors affecting the external environment and our associated responses have been disclosed in detail
on page 136 of the Report.

Company Overview
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HIGHLIGHTS FOR THE YEAR

(Rs. in Million) (Rs. in Million)
145,872 193,064
Total Assets Sales - Net
(Rs. in Million) (Rs. in Million)
—
33,110 ( 21,901
Gross Profit Operating Profit
(Rs. in Million) (Rs.)
4,403 3.41
Profit After Tax Earning Per Share

MARKET SHARE

Combined Share of FFBL and FFC




MAJOR EVENTS CALENDAR

BOD Meeting
23 Oct 2023

4th Corporate
Briefing

BOD Meeting
21 July 2023

3rd Corporate
Briefing

BOD Meeting
26 April 2023

1st Corporate
Briefing

BOD Meeting
18 Dec 2023

21st EOGM
18 Aug 2023

BOD Meeting
31 May 2023

2nd Corporate
Briefing

29th AGM
28th March 2023

BOD Meeting
30 Jan 2023.

ompany Overview
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OBJECTIVES AND STRATEGIES

FFBL strives to have a unique, positive and lasting impact on the farming community,
society and its own people. We live up to mission of being a reliable partner in national
food security as well as our in group’s corporate social responsibility efforts. Accordingly,
we have finely calibrated our corporate objectives and strategies with our mission.

Identify and implement synergies
among business and function units
and processes at organization

and group level for optimization of
existing business operations

Strategy

Short term, medium term and long
term

Nature

Priority High

Human capital and financial capital.
Resource allocated P P

Synergies identified, implemented

Key Performance S :
and efficiencies achieved

Indicator

Status It is an on-going process.

KPI will remain relevant in future.
Future relevance wi i vant in futu

of KPI

Diverse business units within FFBL
and business functions across
group necessitate optimization of
processes as well as identifying,
quantifying and capturing synergies.

Opportunities /
Threats

24 oo 2023




Our objectives and the strategies to achieve them are guided by the concept of shared
value creation, where we strive to be a source of value creation for all of our stakeholders
i.e. our customers (the farming community), shareholders, the Government, our business
partners (dealers, suppliers, bankers, consultants), our people and the communities
around us.

il %)

Strive to achieve organization
purpose with a culture that
nurtures innovation, agility and
perseverance among our people.

Long Term

High

Human capital, social and
relationship capital.

Employee Engagement

System is being reinforced to
promote a culture of innovation.

The KPI will remain relevant in
future.

Engaged employee shall deliver
increased productivity and FFBL
shall be able to leave a positive
and lasting impact on society
through its products.

Company Overview 25
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PROFILE OF THE BOARD

Mr. Wagar Ahmed Malik

Sitara-e-Imtiaz

Chairman

ANNUAL
REPORT

2023

A fellow member of the Institute of Chartered Accountants of England & Wales (ICAEW) and is

also an alumnus of the Harvard Business School (HBS) and INSEAD. Outside work, he is keen on
art and horticulture. His career spans more than three decades in both the global and Pakistani
business arenas. He specializes in transformation and turnaround along with a keen understanding
of governance.

His expertise extends across diverse industries including chemicals, petrochemicals, consumer
goods, life sciences, fertilizer, E&P, and cement.

Earlier, he served with the British giant then ICI Plc UK Ltd for 28 years in various roles including in
Pakistan, the UK, the Americas & Europe. His last role with them was CEO of ICl Pakistan Ltd from
2005 to 2012.

He participates actively in social and philanthropic activities through I-Care Foundation, as a
Trustee, where he contributes to improving the quality of life of the underprivileged by enhancing the
level of philanthropic support.

He is a recipient of Sitara-e-Imtiaz given by The President of The Islamic Republic of Pakistan for
his contribution towards the economy, public service, and social welfare in Pakistan and the British
Asian Trust Award by Prince Charles (Now HM King Charles Ill).

He is currently serving as a Non-Executive Director & Chairman on the Boards of following entities:

LISTED COMPANIES NON-LISTED COMPANIES

¢ Mari Petroleum Company Ltd e Fauji Fresh n Freeze Ltd

* Fauiji Fertilizer Company Ltd e Fauji Akbar Portia Marine Terminals Ltd

¢ Fauji Cement Company Ltd ¢ Fauji Trans Terminal Ltd

e Askari Bank Ltd * Fauji Oil Terminal & Distribution Company Ltd
e Fauji Fertilizer Bin Qasim Ltd e Fauji Infraavest Foods Ltd

¢ Fauji Foods Ltd ¢ FFBL Power Company Ltd

e Pakistan Oxygen Ltd e Foundation Power Company Daharki Ltd

» Fauji Kabirwala Power Company Ltd

* Daharki Power Holding Ltd

e FonGrow (Pvt) Ltd

e Fauji Meat Ltd

¢ Foundation Solar Energy (Pvt) Ltd Pakistan

He is also currently serving as a Non-Executive Director / President on the Board of the following
entities:

e Pakistan Maroc Phosphore SA
e Pakistan Mobile Communications Ltd (VEON)
e Foundation University

Earlier, he served on various boards of prominent organizations:

* Member of the Board of Governors, Lahore University of Management Sciences
¢ Director, Pakistan Business Council

e President, Overseas Chamber of Commerce & Industry

» Director, State Bank of Pakistan

e Director, Standard Chartered Bank (Pak) Ltd

» Director, Engro Corporation Ltd

e Chairman, Pakistan Petroleum Ltd

e Director, Engro Polymer and Chemicals Ltd

e Director, TPL Insurance Ltd

e Director, Rafhan Maize Ltd



Mr. Arif Ur Rehman

Chief Executive Officer

Since 10 Oct 2021, Mr Arif ur Rehman is serving as Chief Executive Officer of Fauiji Fertilizer
Bin Qasim Limited and FFBL Power Company Limited. He is also on Board of Directors of
Fauji Foods Limited, Askari Bank Limited and Pakistan Maroc Phosphore S. A.

In July 2016 he was appointed Chief Manufacturing Officer, based at the Head Office in
Lahore with responsibility for all aspects of manufacturing for the Fatima Group’s three
Fertilizer Manufacturing facilities, Fatima Fertilizers, Sadigabad; Pak Arab Fertilizer Company,
Multan and Fatima Fertilizers, Lahore (Ex Dawood Hercules). He had responsibility for
Operations, Costs, Budgets and People aspects for all Fertilizers. In addition he was also
responsible for the Supply Chain Function for the entire group where he controlled the
budget of about USD 200 Million per year, growth, sustainability and strategy of the FG;
Fertilizer Business.

In 2007 he joined the Fatima Group as Project Director and led the USD 750 Million Project
from ground breaking till its commissioning. This was a green field project comprising of
Ammonia, Urea, NP CAN, Nitric Acid, Utilities and related facilities. One of the salient features
of the job was that it was a self-managed EPC Project. Arif was engaged with dozens of
international contractors directly and completed the project successfully in 2011. After

the commissioning of the project Arif was appointed its Director Operations. In that role

he brought the site to its full potential by a series of revamps that included the plants and
organizational and systems improvement. As a result the production increased from 0.8 to
1,475 Million tons per year and the bottom line improved from Rs. -2.0 Billion to 410 Billion.

In 1996, he joined ICI Pakistan’s PTA Business, which was the first and is still the only PTA
plant in Pakistan with new technology. He worked as the commissioning leader for the

most complex, Oxidation Plant. Later on he led all the remaining sections of the PTA plant
(Purification and Utilities) and took over as the first local Production Manager for the PTA
Business in 2001. He also worked as Technical Services & DBN Manager and was appointed
as Site Operations Manager in 2005, where he was responsible for Operations, Maintenance,
Inspection and Materials Management.

Mr. Arif started his professional career from Fauiji Fertilizer Co (FFC) where he initially

worked as Process Engineer in the Ammonia, Urea and Utilities plants. Later on he worked
as Process Engineering In-charge, Operations Engineer-Ammonia and Ammonia DBN
Commissioning Engineer. In mid-1994, his services were transferred to FJFC (now FFBL)
project team. He worked at FJFC for about 3 years and was a part of the multidisciplinary
team that developed the FJFC Project from inception to firm order placement. He led the
engineering and improvement of the Ammonia Plant. For that project he remained in USA for
about a year as Ammonia Plant Lead.
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Mr Sarfaraz Ahmed Rehman is the Managing Director & Chief Executive Officer of Fauji
Fertilizer Company Limited and Fauji Fresh n Freeze Limited. He holds directorship on the

Boards of following renowned companies also:

Askari Bank Ltd.
Fauiji Fertilizer Bin Qasim Ltd.
Fauji Foods Ltd.

Hisaar Foundation
International Fertilizer Association

International Packaging

e Fauji Meat Ltd. Films Ltd
o FFBL Power Company Ltd. . Pakistan Maroc Phosphore SA
. FFC Energy Ltd. Chairman . Patients Aid Foundation
*  Foundation Wind . Philip Morris .
Energy- & Il Ltd. Chairman (Pakistan) Ltd. Chairman
. OLIVE Technical . Unilever Pakistan
Services Pvt. Ltd. Chairman Foods Ltd. Chairman

»  Foundation University Islamabad * Thar Energy Ltd.
Mr Rehman has contributed management expertise to several multinational companies such
as Unilever, SB (GSK), Jardine Matheson / Olayan JV and PepsiCo during his varied career.

In 2005, he established Engro Foods as its CEO. The company grew from a green-field
to become the leading liquid dairy company in Pakistan. He has also been involved in
consultancy projects, with ICI, IBL, JSPE, Shan Foods, Al-Shaheer (Meat One), Soya
Supreme, Burque Corp, CCL and ITL.

Mr Rehman was contracted to Grant Thornton for 2016-17 as an executive coach during
a culture change project at UBL. He has coached for Careem, Gatron-Novatex, Engro,
ICI, Descon, PPL, UBL and City School. Further, he was Chairman of the Broadcasters /
Advertisers Council and 1st Effie Awards in Pakistan. He was on the Board of MAP

Prior to joining FFC, he joined Fauiji Fertilizer Bin Qasim Limited (FFBL) as CEO, and his
effective business strategy led to turnaround of FFBL making it a profitable entity.

Mr Rehman is deeply interested in playing his part in giving back to society and has worked
on an online interactive education model for mass education, been associated with Shaukat
Khanum Hospital as a Board of Governor and with WWF as a Director. He is also associated
with Hisaar Foundation and its work on water / environmental issues in Pakistan.



Dr. Nadeem Inayat holds a Doctorate in Economics and has over 38 years of diversified
exposure in corporate sector. He has vast experience in corporate governance, policy
formulation, project appraisal, implementation, monitoring & evaluation, restructuring,
mergers and acquisitions. He also has conducted various academic courses on Economics,
International Trade and Finance at reputable institutions of higher education in Pakistan. He is
also a lifelong member of Pakistan Institute of Development Economics (PIDE).

He is also on the Boards of following entities:

Public Listed Companies Non-Listed Companies
e Fauiji Fertilizer Company Ltd. o Pakistan Maroc Phosphore, S.A.
*  Fauiji Fertilizer Bin Qasim Ltd. e Fauji Oil Terminal & Distribution Company Ltd.
e Askari Bank Ltd. e Fauji Trans Terminal Ltd.
Dr. Nadeem Inayat +  Mari Petroleum Company Lid. +  Fauji Meat Ltd.
Non-Executive Director +  Fauji Foods Ltd. »  Fauji Akbar Portia Marine Terminals Ltd.
. Hub Power Company Ltd. o Fauji Infraavest Foods Ltd.
e Fauji Cement Company Ltd. e Fauji Kabirwala Power Company Ltd.

¢ Foundation Power Company Daharki Ltd.
. Daharki Power Holding Ltd.

e Foundation Wind Energy Ltd. (I &1I)

e FonGrow (Private) Ltd.
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Qamar Haris Manzoor has done his Masters in Chemical Engineering from US and holds
over 37 years of experience in plant and project management. He started his career with
ICl managing its Soda Ash Plant operations. He also worked on ICI’s polyester plant in
Pakistan in the Plant Operations and also held senior positions in Operation at Exxon
Chemical Pakistan Ltd at their Fertilizer Plant. He also worked at ICI's PTA Plant as Director
Manufacturing and managed various aspects of plant i.e. from Commissioning, Operations
Management, Process Engineering, Project Engineering, HSE and other improvement
projects. He has also been a technical advisor of Lotte for its growth strategies in Pakistan
and contributed in setting up 48 MW Cogen Plant at Lotte’s PTA Plant.

He then took over the role of Chief Executive Officer of El Paso Technology Pakistan Ltd and
Chief Operating Officer of Habibullah Coastal Power Company. Habibullah Coastal Power
Company (HCPC) is located in Quetta, Baluchistan. HCPC operates a combined cycle gas
fired power plant with a design capacity of 140 MW. EL Paso Technology Pakistan Limited
(EPTP) provides technical and managerial services to HCPC and also are the Operations
and Maintenance Contractors of HCPC. EPTP also is responsible to Identify opportunities
for growth in Power and Chemical sectors. This requires carrying out market studies, due
diligence both financial and technical and presenting it to shareholders. He was also
responsible to manage relationships with Government, regulators, Lenders and stakeholders
to ensure smooth function of the business.

He also took the additional responsibility of Chief Executive Officer of Hawa Energy Limited,
a 50 MW wind project. He successfully concluded the key contracts for the project and
maintained liaison with regulators and relevant ministries/ government bodies to ensure
timely approvals for the project to achieve Financial Close on time. Subsequently, he oversaw
the project construction to ensure it's on cost and on time delivery. In his previous job, he
worked as Chief Operating Officer of Naveena Group’s Energy and Steel Projects. He played
a leadership role to develop a green field project under the name of Naveena Steel Mills (Pvt)
Ltd for a 300,000 TPA steel rebar plant at Port Qasim, Karachi. He also led the development
of Lakeside Energy Pvt Ltd, a 50 MW wind project at Jhampir, Sindh, and was responsible to
achieve financial close of the project along with securing the required regulatory approvals
and conclusion of EPC contracts.

He took over as MD and CEO of Fauji Cement and Askari Cement in June 2020 and is
responsible to spearhead cement portfolio of Fauji Foundation. In his role he successfully led
the merger of Askari Cement into Fauji Cement as well as spearheaded two expansions of
Fauji Cement to grow the Company to become the 3rd largest player of cement sector in the
Country.

He also serves as Director on the boards of FFBL Power Company Ltd, Fauji Fertilizer
Company Ltd, Foundation Power Company Daharki Ltd and Fauji Kabirwala Power Company
Ltd.



Syed Bakhtiyar Kazmi

Non-Executive Director

Mr Kazmi is a fellow chartered accountant with over 35 years of experience in a diverse range
of sectoral and functional strata within national and regional economies. The key areas of

his specialization are fiscal policy and macroeconomic research, greenfield and brownfield
projects, strategic collaborations, mergers and acquisitions, outliers in accounting and finance,
strategic level audit and assurance and tax reforms and strategic level advisory.

Mr Kazmi served KPMG for 35 years; last 25 years as a partner. As a partner he interacted

with the leadership in almost every industry, understanding their vision, their insights, and

most importantly on their business strategies. His rigorous exposure to a diverse range of
sectors and projects, enabled him to conceive and culminate strategic value additions for his
clients, pertaining to public and private sector organizations. He successfully implemented a
comprehensive service delivery framework that ensures quality assured service provision to
KPMG'’s clients, and a cross-functional integration with the advisory and taxation services that
allowed a robust and comprehensive service delivery package to the clients. As an auditor and
an advisor, Mr Kazmi successfully delivered his promise of providing best-in-class and integrity
driven services. With his career progression, he branched into macroeconomic research with
a focus on contributing towards fiscal and regulatory policies of Pakistan. He almost single
handedly established advisory practice of KPMG in Islamabad about 2 decades ago which
today arguably is the go to advisory in Islamabad. This initiative covered financial projections,
feasibilities, information memorandums, internal audit assessments, HR assessments,
manuals for processes and controls, valuations, and development advisory which included an
assessment of the Punjab and Sindh governments.

Mr Bakhtiyar Kazmi has served on a number of diverse forums / boards in the Private Sector,
Public Sector & Civil Society Organization. As a thinker, he actively spreads his thoughts and
ideas through his articles on national economics, business and taxation matters and issues,
regularly published in reputable dailies. Mr Kazmi is an avid golfer and currently hold the
position of captain of Islamabad golf club.

He is also on Board of following entities:

*  Fauiji Fertilizer Company Ltd. e Foundation Wind Energy-II Ltd.

»  Foundation Power Company Daharki Ltd. e Fauji Kabirwala Power Company Ltd.

e Fauji Cement Company Ltd. . FFC Energy Ltd.

*  Dhaharki Power Holding Company Ltd. e Fauji Oil Terminal & Distribution Co Ltd.
e Mari Petroleum Company Ltd . e Olive Technical Services Ltd.

e Fauji Trans Terminal Ltd. O Foundation Solar Energy Ltd .

*  Askari Bank Ltd. e Fauji Fresh n Freeze Ltd.

*  Fauji Foods Ltd. e Fauji Akbar Portia Marine Terminal Ltd.
e Foundation Wind Energy-I Ltd. e Fauji Meat Ltd.

*  Fauji Infravest Foods Ltd .
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Ms. Pouruchisty Sidhwa is a Senior Human Resource Professional with 35 years of broad
based experience in roles in Banking, Pharma, Manufacturing, Textiles and Food. Having
had 20 plus years in leadership roles she possesses business analytics, strong controls,
good governance and excellent people management skills to contribute to organizational
growth and development. She has worked as a Transformational expert in bringing change
in the Human Capital area by building lean efficient teams and changing mindsets to present
HR as a strategic business partner. She is currently the Chief Human Resources Officer at
Telenor Microfinance Bank. She is Bachelor of Commerce from University of Karachi. She

is a Board Member of the Pakistan Society for Human Resource Management, Circle for
Women Empowerment, member Pakistan Society for Training and Development and Pakistan
Human Capital Forum, and Pakistan State Life Insurance as an independent Board Member
and Chairperson of the HR Committee which also being a member of the Risk and Standing
Committees.

Ms. Saira Nasir is a Fellow member of the Institute of Chartered Accountants of Pakistan

and is also a Fellow member of the Institute of Corporate Secretaries of Pakistan. She

has carried out special assignments, relating to Corporate Governance; including Board
Performance Evaluations and Director Orientation Programs. In addition, have been actively
involved in conducting various trainings, consultations, workshops, seminars, webinars,
podcasts related to innovation in general and e-Learning in particular, to coaches, trainers,
teachers, students and other audience. A case study- Disclosure Requirements on Corporate
Governance - Pakistan, was prepared and presented by her in the 24th session of ISAR, held
in Geneva in October 2009, under the auspices of United Nations Conference on Trade and
Development (UNCTAD).

Presently she is the Managing Partner- Board & Governance of THK Associates (Pvt.)
Limited. She is a Member of the Women Committee, Digital Board and Economic and
Advisory Committee of the Institute of Chartered Accountants of Pakistan. She is on the
boards of Fauiji Fertilizers Bin Qasim Limited and Allied Rental Modaraba as an Independent
Director.



Mr. Bahauddin Khan

Independent Director

Mr. Bahauddin Khan is a seasoned executive with over 30 years of experience in the banking
sector. He worked for Pak Oman Investments Ltd (From October 2015 till June 30, 2022) as a
Managing Director & CEQ. Prior to Pak Oman, Bahauddin Khan was the COO at Bank Alfalah
and headed the Global Operations & Information Technology at United Bank Limited. His wide
and varied leadership experience comes from working with some leading banks like Standard
Chartered Bank, Deutsche Bank A.G, Union Bank Limited, United Bank Limited and Bank
Alfalah Limited.

Bahauddin Khan is a results oriented professional who is respected for leading high
performance teams; bringing about business transformation by driving efficiencies and
revenues. His well-earned reputation comes from his ability to keep level head at all times, seek
out new opportunities and deliver on innovative new solutions.

He has served on the boards of notable institutions like Siemens (Pakistan) Engineering
Company Limited as Chairman to the BOD and Audit Committees, National Investment

Trust Limited as Chairman of HRCC and Audit Committees National Institutional Facilitation
Technologies Limited as Chairman of the Board of Directors, National Refinery Limited as
nominee Director on behalf of NITL, Pak Oman Micro Finance Bank Limited as Director, Pak
Oman Asset Management Company Limited as Director and Orient Power Company Limited as
Director on behalf of Oman Oil, Muscat, Sultanate of Oman.

Bahauddin Khan holds a Masters in Business Administration from Quaid-e-Azam University
and has attended senior leadership and strategic planning programs at INSEAD and Harvard
Business School.
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Javed Akhtar is a fellow member of the Institute of Chartered Accountants of Pakistan,
bringing over 25 years of extensive expertise in strategy formulation, business planning, and
financial management.

In his role as the CFO and a key member of senior management at FFBL, Javed has been a
driving force in advancing financial excellence and strategic decision-making. With a deep
understanding of business dynamics and more than 18 years of service, he has played a
pivotal role in shaping FFBL'’s financial landscape.

Beyond his financial acumen, Javed is a dedicated advocate for Diversity, Equity, and
Inclusion (DEI), earning him the esteemed title of “DEI Champion”. His visionary leadership
has led to the implementation of numerous initiatives that have significantly impacted the
promotion of diversity and the empowerment of individuals from various backgrounds.

He is a certified director and currently serves as a director on the Board of Foundation Wind
Energy Il Limited.

With a focus on professional development, he received certification in the Leadership
Development from Brown University, where he honed skills in Action Learning Projects,
Strategic Agility, Decision Making for Leaders, Innovation and Entrepreneurship, Executive
Presence, cross-functional teams, and effective communication. He has completed
specialized training Lean Six Sigma from GEM Learnings and attended the National Security
Workshop at the National Defense University.

Previously, Javed served as the Director of Finance and Company Secretary at Pakistan
Maroc Phosphore, S.A., a joint venture with the Office Cherifien des Phosphates of Morocco,
contributing to its success over a three-year period.

Prior to his tenure at FFBL, Javed also worked at Fauji Fertilizer Company Limited, Pakistan
State Oil Limited, KPMG Oman, and Attock Refinery Limited.



Brig (Retd) Khurram Shahzada,
SI(M)

Company Secretary

Brigadier (Retd) Khurram Shahzada, SI(M), is an Infantry officer who has rich experience of
Command, Staff, Instructions, Security, Administration and HR Management Assignments at
the most prestigious Military — Civil Establishments and revered Institutions, both inland and
abroad.

He is a graduate of Command and Staff College, Quetta and holds master’s degrees

in Security & Warfare Studies from National Defence University (NDU), Islamabad. He
possesses exceptional leadership and strategic planning skills, with a proven track record of
successful project management and team development.

He has served in the United Nations Peacekeeping Mission and has also represented
Pakistan at various international forums, including attending NATO Defense College in Rome,
Italy. The officer has remained engaged with vary nature of employment, encompassing with
the assignments at both operational and strategic nature. He is a recipient of Sitara-e-Imtiaz
(Military) for his meritorious service in Army.
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NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the 30th Annual General Meeting of the shareholders of Fau;ji
Fertilizer Bin Qasim Limited will be held at 10:00am on 25 March 2024 at FFBL Tower, C1/C2,
Sector-B, Jinnah Boulevard, Phase-2, DHA, Islamabad to transact the following business:

Ordinary Business:
1. To confirm the minutes of the Extra Ordinary General Meeting held on 18 August 2023.

2. Toreceive, consider and approve the Audited Accounts of the Company (separate and consolidated) together with the
Directors’ and Auditors’ reports thereon for the year ended December 31, 2023.

3. To appoint auditors of the Company to hold office from the conclusion of the Annual General Meeting until the conclusion of
the next Annual General Meeting, and to fix their remuneration.

4. To approve the payment of final cash dividend for the year ended December 31, 2023 at the rate of 10 % i.e. Re. 1 per
ordinary share as recommended by the Board of Directors.

Other Business:

5. To transact any other business with the permission of the Chair.

By Order of the Board
Fauji Fertilizer Bin Qasim Limited

Islamabad Brig (Retd) Khurram Shahzada, SI(M)
March 1, 2024 Company Secretary

Closure of Share Transfer Books: -

Share transfer books of the Company will remain closed from March 19, 2024 to March 25, 2024 (both days inclusive) for the
purpose of holding the Annual General Meeting.

Notes: -

1. A member of the Company entitled to attend and vote at (@) For attending the meeting
the General Meeting may appoint a person / representative i.  Incase of individuals, the account holder or sub-
as proxy to attend and vote in place of member at the account holder shall authenticate his / her identity
meeting. Proxies in order to be effective must be received by showing his / her original national identity card or
at Company’s registered office duly stamped and signed original passport at the time of attending the meeting.

not later than 48 hours before the time of holding meeting.
A member cannot appoint more than one proxy. Attested
copy of shareholder’s CNIC must be attached with the
proxy form.

ii. Incase of corporate entity, the Board of
Directors’ resolution / power of attorney with
specimen signature of the nominee shall be
produced at the time of meeting.

2. The CDC / sub account holders are required to follow the (b) For appointing proxies
under mentioned guidelines as laid down by Securities and
Exchange Commission of Pakistan contained in Circular
No. 1 of 2000 dated January 26, 2000: -

i. Incase of individuals, the account holder or sub-
account holder shall submit the proxy form as
per the above requirement.

ANNUAL 2023
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i. The proxy form shall be witnessed by the two
persons whose names, addresses and CNIC
numbers shall be mentioned on the form.

ii. Attested copies of CNIC or the passport of
the beneficial owners and the proxy shall be
furnished with the proxy form.

iv. The proxy shall produce his / her original CNIC
or original passport at the time of the meeting.

v. In case of corporate entity, the Board of
Directors’ resolution / power of attorney with
specimen signature shall be submitted to the
Company along with proxy form.

Members are requested to promptly notify any change in
their addresses.

Shareholders who have not yet submitted photocopies
of their Computerized National Identity Cards (CNIC) are
requested to send the same at the earliest.

Consent for Video Conference Facility

Members can also avail video conference facility in
Karachi and Lahore. In this regard please fill the following
and submit to registered address of the Company 10 days
before holding the general meeting.

If the Company receives consent from members holding
in aggregate 10% or more shareholding residing at
geographical location, to participate in the meeting
through video conference at least 10 days prior to the date
of meeting, the Company will arrange video conference
facility in that city subject to availability of such facility in
that city.

The Company will intimate members regarding venue
of video conference facility at least 5 days before the
date of general meeting alongwith complete information
necessary to enable them to access such facility.

I/ We,

of , being a member

of Fauji Fertilizer Bin Qasim Limited, holder of
Ordinary Share(s) as per
Register Folio / CDC Account No

hereby opt for video conference facility at

Signature of member

10.

E-Voting

Members can exercise their right to demand a poll
subject to meeting requirements of Sections 143 - 145
of Companies Act, 2017 and applicable clauses of
Companies (Postal Ballot) Regulations 2018.

Participation in AGM through electronic means:

As per guidelines issued by SECP dated April 5, 2022,
shareholders / members can also use following means to
participate in the Annual General Meeting:

1. WhatsApp No 0300 8713326

2. Email ID shares@ffbl.com

3. Video Link member who wish to participate
through video link should intimate through above
WhatsApp number / Email ID on or before
March 21, 2024.

Unclaimed & unpaid dividend / shares

Shareholders, who have not received previous years
dividend amount, right share certificates or share
certificates lodged for transfer are requested to please
contact to the Company or Shares Registrar in this regard.
The detail of unclaimed / unpaid dividend and share
certificates is available at Company’s website www.ffbl.
com.

Conversion of physical shares into Book Entry Form

The Securities & Exchange Commission of Pakistan
through its circular No CSD/ED/Misc./2016-639-640
dated March 26, 2021 has advised the listed companies
to pursue their such members who still hold shares in
physical form to convert their shares into book entry form.

We hereby request all such shareholders of the Company
who are holding shares in physical form to convert their
shares into book-entry form at the earliest.

Web access and QR enable code for Annual Report

As required under Section 223 of the Companies Act
2017 and in terms of S.R.O No. 389(1)/2023 dated March
21, 20283, the Annual Report including the Financial
Statements of the Company has been uploaded on the
website of the Company which can be viewed using the
following link and QR enable code:

https://www.ffbl.com/wp-content/
uploads/2024/02/2023-FFBL-ANNUAL-
REPORT.pdf
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SWOT ANALYSIS

SWOT (Strengths, Weaknesses, Opportunities, Threats) is a strategic position analysis
tool which helps to identify organization’s strengths and weaknesses as well as external
opportunities and threats.

IHI-

Strength

Sole producer of DAP and Urea (Granular), in Pakistan

Highly recognized “SONA" brand name and customer loyalty

Market leadership position

Secured access to raw material (Phosphoric acid) supplies from PMP.

Competent & highly engaged human resources

Well established distribution network

Internal

Comparatively narrow product line

Dependency on dealership network for sale of products to farmer.

To enhance local production capacity, as 50% of DAP market demand is
met through imports.

Increasing population deriving demand for agriculture produce and

efficient agriculture inputs.
Efficiencies improvement in processes through implementation of latest

o x technologies and achieving synergies.

- Exploration of alternative sources of raw material.
Opportunities

Government remains focused in sustaining national food security.

Exploring other areas such as import of DAP and new product ranges.

Q Depleting natural gas resources
Inconsistent Government policies including allocation of gas, fertilizer
: ’ price control, fertilizer subsidy mechanism, changes in tax regime etc.

Increasing raw material/ fuel prices

External

h Relatively homogeneous product limiting pricing strategies.
T reats ®  Established competitor’s dealer network limiting increase in market share

Shortcomings of SWOT Analysis

* A capability or factor identified as strength can also be a weakness at the same time or as the context/ competitive
environment change.

e SWOT analysis helps best to analyze strategic position if it is relative to a competitor and restricted access to relevant
competitor information can impact SWOT assessment.
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GEOGRAPHICAL PRESENCE

Gilgit /
Baltistan

Jammu Kashmir

(Indian illegally occupied
Disputed territory-final status to be
decided in line with relevant UNSC resolution)

PAKISTAN

Bhalwal Lahore

o

Balochistan

PAKISTAN

FFBL Head Office

Islamabad FPCL Head Office
AKBL Head Office
Karachi FFBL Plants
FPCL Plant
Jorf Lasfar
FFL Head Office
Lahore

FFL Marketing Office
Bhalwal FFL Plant
Casablanca PMP Head Office
Jorf Lasfar PMP Plant

MOROCCO
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PESTEL ANALYSIS

Political

International geo-political developments

i.e. Russia- Ukraine crisis, Palestine-Israel
conflict, fertilizer protectionist measures,
resulted in disruption in supply and
uncertainty in pricing of raw material
(primarily Phos Acid) required for production
of DAP as well as pricing and availability of
DAP in domestic market.

The Government'’s Kissan Package 2022
(comprising interest free loans, subsidized
fertilizer, machinery) was extended till 31 Dec
2023 aimed at uplifting the agriculture sector.

The Government's fiscal policy measures
including higher policy rate and imposition of
super tax adversely impacted the profitability
of the Company. However, the matter of GST
discrimination with local DAP production (by
FFBL) was resolved mid- year by imposing
GST on import of DAP

Looking ahead, given the Government’s
focus on economic revival led by the
agriculture sector, the growth of fertilizer
sector seems promising. Under the auspices
of Special Facilitation Investment Committee
(SIFC) and its Green Pakistan Initiative (GPI),
the agriculture sector has been identified

as flagship sector in the overall economic
recovery plan.

ANNUAL 2023
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Economic

DAP availability and price in domestic market
is dependent on International economic and
DAP market dynamics as ~ 50% of DAP
demand is met through imports. GOP was
forced to import 220 KT of Urea to make up
for shortfall in local production.

Rising inflation levels coupled with climatic
conditions adversely impacted food
consumption and demand leading ultimately
to less than expected DAP off-take. Headline
inflation in FY 23 measured at 29.2% (FY 22
12.2%).

Pak Rupee depreciation against US Dollar
adversely impacted price of imported raw
material (Phos Acid) for production of DAP.

The company experienced a notable
decrease in production throughout the
year primarily attributed to substantial
gas curtailment. However, Management
is actively pursuing for sustainable gas
supplies with relevant authorities. The
company received ~42% of the GOP
allocated level of 68 MMSCFD leading to
reduced production.

Increase in interest rates resulted in increase
in financing costs and fertilizer pricing which
ultimately impacted fertilizer offtake. Overall
economic situation and measures to tackle
the balance of payment crisis may disrupt
operations of fertilizer production facilities
despite imports for agriculture inputs being
prioritized.

Economic indicators including institutional
reforms, sustained PSX performance,
improving fiscal deficit and primary surplus
along with growing FDI indicate steady
economic recovery and positive outlook.

Social

Pakistan’s increasing population derives
food demand requiring efficient agriculture
produce and growing fertilizer market
demand.

A shift in fertilizer consumption attitude of
the farming community i.e. substitution of
DAP with Urea, has adversely impacts DAP
demand.

A reluctance in the farming community in
adopting advanced farming community
due to lack of education and awareness is
adversely impacting farm yields.

Social unrest can lead to disruption of
business operations especially in areas
adjacent to production facilities.

Aspiring to lead in serving Pakistan’s
agriculture industry, FFBL places a strong
emphasis on maintaining the highest level of
social responsibility towards its stakeholders.

The company always emphasizes on equal
opportunities for all.

The Company places a strong emphasis
on ensuring the safety of its employees,
preserving plant integrity, and cultivating
a pollution-free environment around its
facilities.



Technological

Technological advancements and their adoption
ensure efficient and reliable production without
compromising the HSE standards.

FFBL is adopting latest techniques in production
and marketing of its fertilizer products.

Technology has also helped FFBL in interaction
with its dealers and farming community.

Farmers have access to various essential
services through online platforms which is
positively contributing towards farm economics.

Our Information Security unit regularly evaluates
the legal and regulatory framework with respect
to cyber risks.

FFBL information security follows NIST identify,
protect, detect, respond and recover framework.
Attack surface identification, protection and
detection of threats is carried out on an ongoing
basis.

FFBL has established thorough management
system procedures that integrate provisions for
third-party independent security assessments of
its technology environment.

FFBL places a high priority on cultivating a
cybersecurity-aware workforce, recognizing
the crucial role of employees in maintaining the
effectiveness of its cybersecurity program.

The Company has also initiated a project for
Enterprise Data Management and Analytics for
helping the management in making data driven
decisions.

The Company’s all-encompassing Business
Continuity Plan including the Disaster

Environment

Crops are highly dependent on
environmental conditions (temperature,
moisture, seasonality etc.) throughout their
life cycle from sowing till harvest.

Farming also impact the environment
through soil degradation, water consumption
and emissions which necessitate fertilizer
application and adoption of advanced
farming techniques.

Pakistan soils are deficient in N & P (Nitrogen
and phosphorus) which derives fertilizer
application.

Pakistan’s vulnerability to climatic changes
is impacting agriculture sector and fertilizer
application and demand

The company is also focusing on launch of
Boron fortified DAP. Presence of Boron with
DAP has synergistic effect, which increases
yield and contribute to more sustainable
agricultural practices by mitigating
environmental impacts related to nutrient
runoff.

In adherence to its commitment to energy
conservation and efficiency improvement,
FFBL has implemented several initiatives.
These encompass critical measures such
as the Ammonia Plant BMR (Balancing,
Modernization, and Rehabilitation), DAP
(Diammonium Phosphate) revamp, and the
commissioning of a Hydrogen Recovery and
Reverse Osmosis unit.

During the year, the Company invested to
enhance the capacity of Solar system which
now meets 50% of head office total load.

Through Finance Act 2023, which is primarily
a fiscal development, in case of DAPR the
Government has withdrawn exemption of
sales tax on sale of DAP The local producer
can now adjust input GST from output GST,
and it will not become part of cost now. This
has improved profitability of local producer.
Resolution of GST discrimination with FFBL
was a welcome step towards the right
direction. However, more supportive policies
that recognize the significance of DAP are
urgently needed.

The GOP imposed super tax in 2022
retrospectively on profits of 2021 as well as
on profits of 2022. Moreover, a higher rate
of super tax at 10% was imposed on certain
sectors including the fertilizer sector. In this
respect, the Islamabad High court (IHC) in
its judgement has decided that super tax

is not applicable retrospectively while also
providing relief on computation of income for
super tax and the rate of super tax. However,
the matter is still sub-judice in Intra court
appeal before the IHC.

The matter of factual determination of GIDC
payable by FFBL in line with the judgement
of Supreme Court of Pakistan remained sub-
judice before the Sindh High Court.

Company Overview
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CHAIRMAN'S REVIEW

Corporate governance has transitioned from a
compliance-focused approach towards a value-focused one. In
today’'s business landscape, the strategic guidance and collective
wisdom of a well-functioning board is vital for sustainable value

creation.

Dear stakeholders

The year 2023 witnessed the promises and implementation of key policy
measure for economic revival of Pakistan. It was the first time that the
agriculture sector gained prominence and emerged as a flagship sector
in the overall economic recovery plan of the Government.

The economic indicators including institutional reforms, sustained
Pakistan Stock Exchange (PSX) performance, improving fiscal deficit
and primary surplus, and growing foreign direct investment indicate
steady economic recovery and positive outlook.

The Government established a Special Investment Facilitation
Committee (SIFC) to attract foreign investment and to stimulate the
nation’s growth in four major sectors including the agriculture sector. The
Green Pakistan Initiative (GPI) was also launched aimed at enhancing
agriculture development in the Country. The National Farmers’
Convention held towards the year end highlighted the challenges being
faced by the farming community, the use of technologies and close
government-public collaboration. All these measures portray priority of
the Government in revival of agriculture sector.

We are immensely proud in our role as the sole DAP-producing
company in Pakistan. We are determined to continue our efforts to
support the Government as well as the farming community in agriculture
transformation.

We find it imperative to emphasize the paramount importance of local
fertilizer production, particularly DAP. We continue to advocate for
supportive policies that recognize the significance of DAP and provide

an environment conducive to the sustainable development of the sector-
such as, but not limited to, subsidy to farmers to promote balanced
used of fertilizer.

We recognize and welcome the resolution of GST discrimination with
FFBL through appropriate legislation in Finance Act 2023. We also
reiterate that consistent gas supply is crucial for sustained fertilizer
production. The Government's reliance on expensive fertilizer imports
from the international market toward the end of 2023 underscores the
urgency of prioritizing domestic production.

We must acknowledge that this was a year of many challenges, local

as well as international. We recognize that our country and we, as a
business, are passing through turbulent times. Our ability to successfully
navigate through these testing times says it all about our endurance and
commitment. We are prepared to put our resilience to test and progress
in an unstable world.

| extend heartfelt gratitude to all stakeholders including our shareholders,
employees, partners, and the Government for their unwavering support.
Your commitment is pivotal to our collective success. For FFBL,

the year 2023 has been a journey defined by challenges met with
determination, resilience, and strategic collaboration. As we look ahead,
given the return of economic stability and focus of the Government

for transformation of agriculture sector, we believe that FFBL is well
positioned to capitalize on these opportunities.

Together, we shall achieve sustainable food security for communities.

W«-V .

Wagar Ahmed Malik | Chairman

Directors’ Report
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CEO'S REVIEW

FFBL's performance in 2023 is a testament to the unwavering
determination of our people and the resilience of our processes as
the challenges persisting from the previous year, compounded by the
adversities of the current year, created a unique set of complexities
for FFBL, setting it apart from any other fertilizer producer in Pakistan.

Dear stakeholders

The year 2023 is defined by challenges met with unwavering
determination.

We commenced the year with challenges persisting from the previous
year, including surplus DAP inventory, significant borrowings, and
inequitable sales tax laws that put FFBL'’s locally produced DAP at
competitive disadvantage in comparison to import of DAP. The situation
was compounded by the devaluation of the Pak rupee against the US
Dollar, rising inflation and upward policy rate adjustments by the State
Bank of Pakistan. The most significant challenge, however, remained
the availability of gas at the Government-allocated level. Recognizing

these challenges, we adopted a proactive approach with market forces,

customers, and the Government.

The Government has allocated FFBL a daily gas supply level of 68
MMSCFD, totalling 23,800 MMSCF annually. However, FFBL has not
received gas supplies at this allocated level for the last many years,
and the situation worsened in 2023 where FFBL could only produce
336KT of Urea against the capacity of 650KT. This not only impacted
the Company’s production but also added to the challenges of farming
community in the form of product shortage and price manipulation by
middlemen throughout the year. As a result, the Government was also
forced to import 220 KT Urea from the International market.

In response to the inequitable GST laws that came into effect in July
2022, we maintained continuous communication with the Government
and relevant authorities, emphasizing the serious impact of these laws
on FFBL'’s locally produced DAP These laws placed local DAP at a
competitive disadvantage compared to imported DAR despite both
holding an equal share in the market. Recognizing the gravity of the
situation, the Government amended the GST laws applicable to the
fertilizer sector, particularly for DAP, effective from July 2023.

The adept execution of a strategic plan facilitated the achievement

of inventory and production objectives, resulting in a reduction of
borrowing levels through the liquidation of inventory from the previous
year and the current year’s production. This is in accordance with our
debt management strategy, effectively mitigating borrowing costs.

These efforts played a pivotal role in FFBL's financial turnaround, that
despite starting the first quarter of the year with a loss after tax of Rs. 5.4
billion, the Company achieved a profit after tax of Rs. 4.4 billion for the year.

ANNUAL 2023
REPORT

Health, Safety and Environment (HSE)

Our robust HSE practices, coupled with a purpose-driven and engaged
workforce, form a solid foundation for operational excellence and
innovation. To uphold our commitment to HSE standards, we are actively
implementing a Process Safety Management (PSM) program which is
based on OSHA, USA. This program is designed to prevent the “loss of
containment of hazardous materials,” with the ultimate goal of fostering
an improved safety culture with minimum risk. The integration of PSM
with our existing management system is expected to enhance efficiency
and reduce costs.

Production

The Company received only 13,714 MMSCEF in 2023 representing a 42%
reduction in gas supply compared to the Government-allocated level

of 23,800 MMSCF and a 28% reduction from the previous year's level

of 19,119 MMSCEF. This significant deficit had a severe impact on plant
production and efficiency.

Consequently, the Company’s Urea plant operated at a mere 52% of its
650 KT capacity. The adverse conditions led to a substantial decline in
Urea production, falling by 36% to 336 KT (from 524 KT in 2022). DAP
production witnessed a 22% decrease to 660 KT (from 848 KT in 2022)
primarily on account of additional 33 days shutdown for better inventory
management.

Market Performance

The global phosphatic fertilizer market underwent a noticeable upward
movement in prices during the start of the third quarter of the year after
facing a significant decline in the DAP international prices in the 1st half
of the year. This shift was reflected in the domestic DAP market as well,
aligning itself with international trends, strengthening as the Rabi season
approached. Implementation of axle weight regulation has also resulted
in increased freight costs and transport availability issues, which led to
acute shipment problems from plants / ports.

The domestic DAP market withessed a substantial surge in offtake,
particularly in the second half of the year, reaching an estimated level

of 1,569 KT in 2023 compared to 1,176 KT in 2022, signifying 34%
increase. Proactively capitalizing on this market surge, the management



successfully liquidated the entire inventory of DAP, including the carried-
over inventory of 189 KT. FFBL'’s sales grew by 28% from 661 KT in 2022
to 846 KT in 2023, resulting in a market share of 54% (2022: 56%). The
notable rebound can be attributed to better farm economics.

Domestic Urea market experienced a slight growth at 6,642 KT, in
comparison to 6,616 KT in 2022 It should be noted that despite FFBL's
Sona Urea (granular) being a premium Urea fertilizer, comparatively
more resistant to moisture and wear due to bigger and stronger
granules, the sales dropped significantly by 36% from 523 KT in 2022 to
337 KT in 2023 due to lower production, resulting from a significant cut
in gas supplies.

Financial Performance

The Company booked revenue of Rs. 193 billion (2022: Rs. 159 Billion),
representing 21% growth whereas gross profit grew by 29% at Rs. 33
Billion (2022: Rs. 25 Billion). The Company incurred finance cost of Rs.

9 billion (2022: Rs. 5 Billion), exchange loss of Rs. 4.5 Billion (2022: Rs.
6.8 Billion) and tax expense of Rs. 9.7 Billion (2022: Rs. 6.1 billion) as the
Government retrospectively increased rate of super tax from 4% to 10%
on profit of previous year apart from 10% super tax applicable to profit of
current year. Despite all odds, the Company achieved profit after tax of
Rs. 4.4 Billion (2022: Rs. 2.3 Billion) representing an increase of 89%. As
of the reporting date, the company holds a substantial amount in bank
balances and short-term investments, primarily attributed to advance
bookings of its products. This has led to a positive net debt position of
Rs. 42 billion.

On a Consolidated basis, the Company reported net revenue of Rs.
222 billion (2022: Rs. 183 billion), gross profit of Rs. 44 billion (2022:
Rs. 35 billion) and operating profit of Rs. 31 billion (2022: Rs. 24
billion). However, the profit after tax declined to Rs. 4.1 from Rs. 8
billion reported in 2022 primarily on account of loss in PMP, which is
affected by international commaodity price trends i.e higher decrease in
phosphoric acid price as compared to its raw material prices. However,
PMP is likely to recover the loss by year end due to favourable price
trends. Financial results of Fauji Foods Limited showed a significant
improvement to the tune of Rs. 2.8 billion as they have reported a profit
after tax of Rs. 605 million for 2023 as against loss after tax of Rs. 2.2
billion in 2022.

Outlook

The Company has also embarked on enhancing its product portfolio

by introducing value-added products, with trial runs of Boron fortified
DAP already underway and it will be available in market in 2024. It

is noteworthy that Boron-fortified DAP not only guarantees a more
balanced nutrient profile but also fosters enhanced plant development,
increased nutrient use efficiency, and the alleviation of boron
deficiencies. Beyond these agronomic benefits, the application of
boron-fortified DAP holds the potential to contribute to more sustainable
agricultural practices by mitigating environmental impacts related to
nutrient runoff.

However, the challenge of securing gas supply at allocated levels
persists, posing a hurdle to consistent fertilizer production. We strongly
urge the Government to ensure consistent gas supplies to the fertilizer
sector, benefiting the farming community through the availability of
fertilizer at affordable prices and eliminating the need for fertilizer
imports, ultimately contributing to the growth of agriculture sector and
the economy of the country. The international DAP market forecast
remains stable, contingent upon the geopolitical landscape. Rebound
of domestic DAP demand during 2023 is indicative of further rebound of
growth during 2024.

We recommend the Government to formulate a comprehensive, long-
term strategy of gas management, with a specific focus on prioritizing
the fertilizer sector. This prioritization is essential to ensure sustainable
food security of the country.

| extend heartfelt gratitude to all stakeholders - our shareholders,
employees, partners, and the Government for their unwavering support.

Your commitment is pivotal to our collective success.

Aaza
s

Arif Ur Rehman | Chief Executive Officer
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Economic Overview

The year 2023 is experiencing the
accumulative effects of severe and
relentless shocks particularly the effects
of the lingering ongoing Russia-Ukraine
war, the ever-worsening impacts

of climate change, the escalating
monetary tightening, and growing
policy challenges. The global economy
is therefore entering a phase where
growth remains slow in comparison to
historical standards and consequently
it has driven many countries perilously
close to crisis.

During the Financial year 2023,
Pakistan’s economy observed downfall
and GDP growth was marked at 0.29%
only (2022: 6%). The geopolitical
situation, difficult financial environment
and high inflationary pressures, all

had a substantial impact on the
Pakistan’s economy. Economic and
political unrest further aggravated the
situation. The severe macroeconomic
imbalances, flood damages, domestic
supply shocks, and international
economic slowdown have led to
dampening of economic growth. The
currency depreciation has further
fuelled domestic inflation. These
factors, including external imbalances,
fiscal deficits, and elevated interest
rates always pose a risk to Pakistan’s

economic growth.

Pakistan’s economic growth for FY 2024
is estimated at 2.4% as the expansion

in commodity producing sectors is
expected to have a knock-on impact

on services in FY24. However, the
impact of various demand compression
measures introduced in past two years
may contain the pace of recovery in
economic activity.

Agriculture Sector

The agriculture sector’s share in the
total economy increased slightly from
22.6% in FY 2210 22.9% in FY 23,
however the growth in agriculture sector
deteriorated from 4.4% in FY 22 to
1.55% in FY 2023. The decline in growth
in the agriculture sector is primarily
attributable to flash floods in 2022-283.

Despite the impact of floods, Pakistan’s
wheat production increased by 5.4%
from 26.208 to 27.634 million tons in
FY2023. The Kissan Package which
provided cheap Agri loans, subsidy for
interest-free loans, subsidy for fertilizer,
funds for agro-SME, and free seeds
including several other Agri-linked reliefs
have helped in the revival of agriculture
growth.

Going Forward, the agriculture sector is
expected to rebound due to better crop
outlook. Moreover several measures

of the agriculture sector especially

the Kissan Package, political stability,
and the stable exchange rate would
help to achieve price stability as well

as crop productivity The increase in
agriculture productivity would directly
be contributed to the GDP and indirectly
have long lasting effect on the overall
economy of the country by enhancing
the income of the common peasants.

Fiscal Development

Pakistan’s fiscal deficit (excluding
grants) decreased to 7.7% of GDP
amounting Rs. 6,521 billion and public
debt rose to 74.3% of GDP. Tax revenue
collections increased significantly by
16.6% to Rs. 5,637.9 billion. The growth
in total expenditures reduced to 18.7

% in FY2023 from a 27 % increase
observed in the same period of last
year. It has been observed mainly due to
the decline in expenditures on subsidies
and grants and is consistent with the
government’s efforts to ensure fiscal
consolidation.

Despite significant challenges
due to the global and domestic
economic environment, the fiscal
consolidation efforts are on

track and reaping the benefits in
terms of better fiscal accounts.




Money and Credit

The State Bank of Pakistan kept on
increasing policy rate in the first half

of FY 2023, and it reached at the level
of 22% (2022: 13.75%) with 825 basis
points increase at the end of FY 2023.
The increase in policy rate was primarily
to anchor the cost led inflationary
pressure. The state bank decided to
maintain policy rate at 22% during the
period July to December 2023.

As per data released by SBP, the Money
Supply (M2) stood at Rs. 31,530 billion
at end of FY 2023 with expansion of Rs.
3,927 billion from Rs 27,603 billion in FY
2022, representing 14.2% increase.

Inflation

The headline inflation in Pakistan during
FY 2023 is measured at 29.2% up from
12.2% in FY 22, an eleven-year high

and 2nd highest in South Asia after Sri
Lanka, due to confluence of global
economic uncertainties, domestic
factors such as increase in food prices
,domestic food shortages, hike in energy
prices, domestic supply constraints
amid prioritization of imports, increase

in taxation and other levies further
augmented inflationary pressures.

Subsequently, during the period

July to November 2023, the inflation
decreased to 28.6% from 29.2% in FY
2023 (comparative period: 25.1%) due
to stabilization of Pak Rupee during the
period from July to Dec 23 against US
Dollar. The inflation rate in the medium
term, i.e., FY2024 and FY2025 will be
normalized due to the high base effect
as well as improvement in the agriculture
sector, expected favourable global and
domestic environments.

Demographics

Pakistan is the 5th largest country in the
world in terms of population. According
to National Institute of Population
Studies, the estimated population in
Pakistan has reached 229.22 million

in 2022.There is a continuous shift of
migration of population from rural to
urban areas. As per the latest estimates
63% of population resides in rural areas
and 37% resides in urban areas.

Note. The source of data for economic analysis is
Economic Survey of Pakistan 2022-2023 released
by the Ministry of Finance and annual report- state

of economy issued by state bank of Pakistan official
website.

FFBL Performance

International Market
Analysis

In the global fertilizer market, an

initial bearish trend prevailed due to
diminished demand, leading sellers
to unload inventory amid crowded
markets and a liquidity crunch. The
overall market exhibited weakness,
characterized by price flattening in key
regions. Contributing factors included
a worldwide price downturn, adverse
weather conditions, and heightened
fertilizer prices.

However, a significant shift occurred as
Urea and DAP international prices saw
a substantial increase and stabilization
in later part of the year. This reversal
was propelled by unforeseen supply
shortages, high inflation, and export
quota restrictions imposed by China.
The rebound in international prices had
a noteworthy impact on the domestic
market, especially in the case of DAP
Speculative buying emerged despite
being a non-season, driven by a nearly
depleted import line and a lack of end-
user demand.



Urea Market Analysis

In the domestic market, there was a sustained surge in
demand for urea, driven predominantly by the escalating
prices of DAP Despite the challenges in the international
fertilizer market, the overall sentiment within the domestic
market remained positive. Dealers exhibited a notable
enthusiasm for engaging in booking transactions, indicating a
proactive approach and confidence in the market conditions.

In 2023, there was a modest increase in Urea production,
reaching approximately 6,440 KT. This represented a 1.75%
rise from the 2022 production level of 6,329 KT. However, Urea
sales for the year are projected at 6,641 KT, showing a slight
increase compared to the 2022 figure of 6,616 KT.

The company experienced a notable decrease in production
throughout the year, primarily attributed to substantial gas
curtailment. Gas supply for the period amounted to 13,714
MMSCEF, contrasting with 19,119 MMSCEF in the corresponding
period of the previous year, and 23,800 MMSCF designated
by the government. This represents a 28% and 42% shortfall in
gas supply, respectively. Consequently, Urea production and
sales witnessed a significant decline of 36%.

The Company’s production and sales during the year in
comparison to previous year are as under:

Year 2028 | Year 2022 | % Variance
Production 336,107 523,581 (36%)
Sales 336,785 522,561 (36%)
Market Share 5% 8%

DAP Market Analysis

The commencement of the year 2023 brought about
challenges in the phosphatic fertilizers sector on both the
international and domestic fronts. Elevated inflation and the
enduring Russia-Ukraine conflict contributed to a climate of
uncertainty. The persistent trend inversion, primarily driven by
demand and constrained product availability, maintained its
momentum. Prices remained resilient and restrictive, given
the limited supply of Chinese products, with producers facing
constraints due to approaching export quotas coinciding with
the domestic season towards the year’s end.

52 feor 2023

As of July, a noticeable scarcity of phosphate emerged,
exerting pressure on the domestic market. Due to hike in DAP
prices, dealers started forward buying. The domestic prices of
DAP experienced a progressive increase throughout the fourth
quarter, influenced by the strengthening of international prices,
reaching up to US $625/t CFR Pakistan. Additionally, the rise
in domestic prices was attributed to the implementation of
Axle Weight Regulation (AWR), resulting in escalated freight
costs and challenges in transport availability, leading to acute
shipment problems from plants/ports.

The conclusion of the year 2023 witnessed industry sales
totalling 1,569 KT, marking a notable surge compared to the
1,176 KT recorded in 2022, reflecting a substantial increase of
34%.

The company experienced a 22% reduction in DAP production
during the year, primarily attributed to severe gas curtailment.
Despite this challenge, the Company successfully liquidated
its entire inventory, including carry-over inventory from 2022.
Consequently, the company achieved a notable 28% increase
in sales. However, the Company’s market share decreased to
54% from 56% as compared to last year.

The Company’s production and sales during the year in
comparison to previous year are as under:

Year 2023 | Year 2022 | % Variance
Production 660,004 847,843 (22%)
Sales 845,515 660,946 28%
Market Share 54% 56%

FFBL achieved its highest ever sales revenue of Rs. 193
Billion on the backdrop of better pricing. The gross profit

also improved by 29% to Rs. 33 Billion (2022: Rs. 25 Billion).
The Company incurred finance cost of Rs. 9 Billion (2022:

Rs. 5 Billion), exchange loss of Rs. 4.5 Billion (2022: Rs. 6.8
Billion) and tax expense of Rs. 9.7 Billion as the Government
retrospectively increased rate of super tax from 4% to

10% on profit of previous year apart from 10% super tax
applicable to profit of current year. Despite challenging market
circumstances and incurring, the Company achieved profit
after tax of Rs. 4.4 Billion (2022: Rs. 2.3 Billion) representing an
impressive 89% increase.



FINANCIAL POSITION &
PERFORMANCE ANALYSIS

Financial Position
Analysis

Equity Analysis

The company witnessed a notable 17%
increase in net assets, culminating

in a net worth of Rs 27.09 billion.
Consequently, the break-up value per
share rose to Rs 20.98, a significant
improvement from the Rs. 17.60 per
share recorded in the previous year.

Liabilities Analysis
Liabilities registered a 7% decrease,
amounting to Rs. 119 billion. This

Equity Vs Net Asset/Share
(Rs. in Million)
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reduction was predominantly driven by
a decline in net borrowings by Rs. 21
billion, which was partially offset by an
increase in trade and other payables

by Rs. 12 billion. The decrease in
borrowings can be attributed to effective
fund management and the successful
liquidation of the entire inventory.

Assets Analysis

I. The company divested its
investment in Fauji Meat Limited,
resulting in a decrease of Rs. 4
billion in long-term investments.

Il. A substantial decrease of Rs. 25
billion in stock in trade occurred as

Return on Total Assets
(Times)

8

2018 2019 2020 2021 2022 2023

the company successfully liquidated
its entire inventory, including carry-
over inventory from 2022.

Trade debts decreased by Rs 11
billion, driven by the recovery of
all outstanding trade debts and
reduced credit sales towards the
year-end.

There was an offsetting increase in
short-term investments and cash
and bank balances amounting to
Rs. 37 billion, primarily attributed to
sale of inventory and cash received
against disposal of FML.

Fixed Asset Turnover
(Times)

2

20.08

16.36

10.44

2018 2019 2020 2021 2022 2023
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Profit or Loss Analysis

Rs. in Million
. During the year, the company attained its highest-ever revenue, marking a
Description 2023 2022 substantial 21% growth, driven by the successful liquidation of its entire 1

1 Sales-net 193,064 159,226 inventory.
2 Costofsales (159,954) Despite a 22% reduction in production, Sona DAP turnover reached 173 billion,

y a notable 25% increase compared to the previous year. This growth is primarily
3 Grossproflt ...................................... 33'110 ). attributed to the liquidation of all production and carry-over inventory from the
4 Distributionexpenses (10073) (7121 preceding year and better selling prices.
5 Administrative expenses (1,136) In the case of Sona Urea, although average prices experienced a rise of Rs. 1,000

during the year, a 36% decline in production led to a 4% decrease in Sona Urea

21,901 ) o .
revenue, which stood at 21 billion compared to the previous year.

Operating profit

Cost of Sales totalling Rs. 160 Billion compared to Rs. 133.6 Billion, registered an 2
increase of 20% mainly due to inflation and off load of high cost inventory from

2022, despite consistent decline in Phosphotic Acid prices [$1,175/MT in Q4 of

2022 to $850in Q3 of 2023].

Impairment of equity investment

Gross Profit increased by Rs. 7 Billion to Rs. 33 Billion from Rs. 25 Billion, 3

Profit before taxation 14,145 representing 29% increase in gross profit. However, Gross profit margin of the
""" Company remained same at 16%.
12 Taxation (9,742) 6,177)
Profit after taxation CE 2,328 The distribution cost, totaling Rs 7.6 billion, witnessed a 7% increase compared
to the previous year. This rise was primarily driven by a significant surge in fuel
Earni h 3.41 1.80 prices, averaging 21% increase throughout the year after reaching an all-time
13 Zarmings per share high of Rs. 329.18 per lter.
The company has successfully implemented rigorous cost control measures,
Sales - Net however, rising inflation leading to a slight increase of 6% in administrative 5
(Rs in Million) expenses throughout the year.
S Increase in finance cost is due to: 6
160000 1 1- Utilization of short-term borrowing has increased due to excessive inventory

carryover and slower sales during the 1st half of the year.
2- SBPincreased Policy rates by 825 basis points representing a 60% increase.

150,000 4

3- Impact of significant change in policy rate translates into Rs. 3 Billion while
due to better fund management, change in utilization caused Rs. 0.6 Billion.

120,000 4

Decrease is primarily due to decline in exchange loss by Rs. 2.4 billion, suffered
mainly due to currency crises resulting delay in foreign payments relating to 2022
and a market devaluation of Pak Rupee against US Dollar.

90,000 -

60,000 -

61,511

The increase of Rs. 3 billion in other income primarily relates to increase in
financial income earned from short term investments and bank deposits owing 8
to better cash availability.

30,000

2018 2019 2020 2021 2022 2023

This represents notional expense relating to remeasurement of GIDC liability
based on the judgement of Supreme Court of Pakistan and in accordance with 9
applicable financial reporting standards.

Earnings / (Loss) Per Share
(Rs.)

This represents allowance for expected credit loss (ECL) recorded on subsidy
o receivable from the Government in accordance with applicable financial 1 0
reporting standards.

496
This represented impairment of equity investment in Fauji Foods Limited in 1 1
‘ 341 prior period in accordance with applicable financial reporting standards.
212
154 180 Tax Expense increased significantly due to imposition of additional super
tax @ 6% on the profits of last year i.e. 2022 which amounts to Rs. 1 Billion. 1 2

Further, tax expenses are recorded in accordance with applicable tax laws
and is consequent to increase/ decrease in above-mentioned components of

-2 FFBL's economic activity.
- EPS shows significant improvement as compared to previous year primarily
due to better inventory management (liquidation of entire stock including
e carried over inventory) and fund management.
(6.34)
2018 2019 2020 2021 2022 2023
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Cash Flow Analysis

Rs.in Million

Cash generated from operating activities | GELUD . (23,526)

Jinancecostspaid | e e 0554 .. (4124)
Taxes paid (6,632) (5,790

Payment to Workers' (Profit) Participation Fund (862) (431)
1 Netcash generated from / (used in) operating activities 45,749 (34,064)
Fixed capital expenditures and advances (906) (368)

Cash Flows from Operating Activities

1

Net cash generated from operating activities amounted to Rs. 46 billion, primarily
ascribed to proficient working capital management. Notably, the substantial
decrease in stock in trade by Rs. 25 billion, resulting from the sale of the entire
inventory as of December 2023, including carried-over inventory from 2022, and
the reduction in trade debtors by Rs. 11 billion, were significant contributors.
Additionally, there was a noteworthy increase in advances from customers by

Rs. 24 billion at year-end, driven by forward buying, which played a pivotal role.
However, the positive impact was offset by a decrease in trade payables by Rs. 20
billion and an increase in other receivables by Rs. 7 billion.

Cash Flows from Investing Activities

2

During the year, the company successfully divested one of its subsidiaries,

Fauji Meat Limited, resulting in cash proceeds from the sale totaling Rs 4.3
billion. Additionally, the company received a dividend of Rs. 2.25 billion from its
subsidiary, FFBL Power Company Limited, and garnered returns of Rs. 5.7 billion
from bank balances and term deposits. The company also made investments
amounting to Rs. 19.8 billion in short-term instruments. Consequently, the

net cash invested in investing activities amounted to Rs. 8.2 billion, marking a
significant increase from the Rs. 1.4 billion invested in 2022.

Profit received f)n-bank t-)alance:s,-t-erm deposits, 4,283 1,920 Cash Flows from Financing Activities 3
2 Netcashusedininvesting activities ) (1,493) As a result of liquidating all inventory, the company experienced a decrease in
) average utilization, leading to a reduction in the debt balance. During the year,
Long-term loans - received - 7,500 . - . -
........................... the company pro-actively repaid a long-term loan amounting to Rs. 5.2 billion
Long-termloans-—repaid G2 - (4692) | and settled short-term borrowings totalling Rs 5.8 bllion. Consequently, the net
Short-term borrowings - net (5,801) 4,299 cash utilized in financing activities amounted to Rs 11 billion.
3 Netcash (used in) / generated from financing activities (11,076) 7,107 Closing the year with a surplus cash of Rs. 27 billion, compared to Rs. 1 Billion in
- - - the previous year, was attributed to improvements in working capital management
. Net |ncreasel(decrease) n cashandcash eqUIvaIents ................. 26'287 .......... (28'450) . and efficient marketing strategies. These measures resulted in a decrease in held
Cash and cash equivalents at the beginning of the year 992 29,442 inventory and trade debtors, along with an increase in advances from customers.
Cash and cash equivalents at the end of the year 27,279 992
Direct Method Cash Flow
Rs. in Million Rs.in Million
2023 2022 [ 2023 [TV
Cash Flows from Operating Activities Cash Flows from Financing Activities
Cash receipts from customers-net 225,10 146198 (long-termloans—received T 7500
Longtermloans—repaid ... W (6275 (4692
Short-term borrowings - net (5,801) 4,299
Net cash (used in) / generated from financing activities (11,076) 7,107
Netincrease/ (decrease) in cash and cash equivalents ERERN = (28450)
Cash and cash equivalents at the beginning of the year 992 29,442
Cash and cash equivalents at the end of the year 27,279 992

Payment to Workers' (Profit) Participation Fund (862) (431)
Net cash generated from / (used in) operating activities 45,749 (34,064)
Cash Flows from Investing Activities

Fixed capital expenditures and advances (906) (368)

Profit received on bank balances, term deposits,

Net cash used in investing activities (8,386) (1,493)
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DUPONT ANALYSIS

Rs. in Million

Turnover Net cost

Current
Asset

Non-Current
Asset

Net Profit

Turnover

Total
Assets

Owner's
Equity

Current
Liabilities

Non-current
Liabilities

103,081

Total
Liabilities

118,780

P B B B

Net Profit
Margin

Owner's
Equity

Asset
Turnover

Total
Assets

Return on
Assets

-~

Analysis

Operational Efficiency

The company realized a revenue growth
of 21.25%, driven by an increase in
volume. Simultaneously, total costs,
when compared to total revenue,
remained consistent with the previous
year, reflecting the efficiencies achieved
in cost management. The substantial
increase in sales enabled the company
to enhance its net profit margin to 2%,
compared to 1% in 2022.
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Ownership
Ratio

|
ROE

Asset Utilization

Total assets decreased by 3%,
amounting to Rs. 146 billion. However,
the corresponding utilization of these
assets for revenue generation showed a
significant improvement compared to the
previous year. The company achieved an
asset turnover of 132%, up from 106% in
2022, attributable to efficient marketing
decisions.

Dupont analysis 2023 2022

Tax charge 69% 73%
Interest burden 38% 38%
EBIT Margin 12% 9%
Asset turnover 132% 106%
Leverage 81% 85%
Return on equity 16% 10%

Leverage

Non-equity based funding of total assets
significantly decreased, leading to an
increase in ownership/equity-based
funding, which now stands at 19%
compared to 15% in 2022.

Overall, with increase in return on assets
as well as in ownership ratio, return on
equity increased from 10% in 2022 to
16% in 2023.



HORIZONTAL ANALYSIS

OF STATEMENT OF FINANCIAL POSITION

Rs. in Million
2023 23Vs.22 2022 22Vs.21 2021 21Vs.20 2020 20Vs.19 2019 19Vs.18 2018 18Vs. 17
Rs % Rs % Rs % Rs % Rs % Rs %
EQUITY AND LIABILITIES
Equity
Share capital 12,913 12913 12913 38.24 9,341 - 9,341 9,341
Advance against issue of shares - - (100.00) 4,886 100.00
Reserves 1,633 - 1,633 - 1,633 616.23 228 - 228 - 228 -
Accumulated profit / (loss) 12,546 53.43 8,117 38.95 5885  1286.49 (496) 81.86 (2735 (163.18) 4,329 20.89
27,092 19.23 22,723 11.22 20,431 46.36 13,959 104.26 6,834 (50.83) 13,898 5.69
Non Current liabilities
Long term Loans 13,458 (27.09) 18,458 13.70 16,234 5.24 15,425 11.84 13,792 (14.24) 16,083 489
Deferred liabilities 2,241 (50.11) 4,492 (52.53) 9,462 (34.88) 14,530 820.20 1,579 66.39 949 81.00
15,699 (31.59) 22,950 (10.69) 25,696 (14.22) 29,955 94.88 15,371 (9.75) 17,032 4
Current liabilities
Trade creditors, other payables,
taxation & current portion of
long term loan 89,182 19.33 74,734 29.14 57,871 87.97 30,787 (22.59) 39,773 13.38 35,079 32.19
Interest and mark - up accrued 514 (58.65) 1,243 45491 224 (49.66) 445 (53.74) 962 117.65 442 155.78
Short term borrowings 13,385 (52.56) 28,213 156.76 10,988 (30.55) 15,822 (43.95) 28,221 102.88 13913 40.05
103,081 (1.06) 104,190 50.82 69,083 46.82 47,054 (31.77) 68,962 39.50 49,434 3491
145,872 (2.66) 149,863 30.08 115210 26.65 90,968 (0.22) 91,167 13.44 80,364 2.4
ASSETS
Non-Current Assets
Property, plant, equipment &
advances 9,949 (0.91) 10,040 (7.75) 10,884 (3.30) 11,255 1.75 10,446 6.06 9,849 (5.54)
Long term Loans - - - - 3231 (53.78) 6,990 123.32 3130 30.42 2,400 100
Long term investments 25,139 (13.82) 2917 13.90 25,610 433 24,546 (6.24) 26,180 6.57 24,565 6.50
Long term deposits & prepayments 79 - 79 79 - 79 - 79 79
35,167 (9.37) 39,290 -2.51 39,803 (7.16) 42,870 7.62 39,835 197 36,893 5.73
Current assets
Stores, spares and loose tools 2,442 141 2,140 19.29 1,794 (2.23) 1835 (38.61) 2,989 9.81 2,722 (0.86)
Stockin trade 13,786 (64.86) 39,236 367.76 8,388 193.08 2,862 (80.60) 14,756 160.94 5,655 204.94
Trade debts 379 (96.80) 11,828  12482.98 9% (94.32) 1,656 (80.76) 8,607 50.50 5719 469.33
Loans and advances 974 105.49 474 (64.44) 1,333 6.90 1,247 6.49 117 (22.66) 1514 23.28
Deposits and prepayments 250 38.12 181 44.80 125 25.00 100 (24.81) 133 177.08 48 (21.79)
QOther receivables 19,224 (5.04) 20,245 18.38 17,101 141 15,350 (11.64) 17,373 31.73 13,188 115.35
Short term investments 33,686 144.74 13,764 3181 10,442 100.00 (100.00) 1,009 (90.77) 10,936 (22.96)
Cash and bank balances 39,964 76.01 22,705 (37.16) 36,130 44.24 25,048 373.14 5,294 43,51 3,689 401
110,705 012 110573 46.63 75,407 56.78 48,098 (6.30) 51,332 18.08 43471 41.33
145,872 (2.66) 149,863 3008 115210 26.65 90,968 (0.22) 91,167 13.44 80,364 2.4
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HORIZONTAL ANALYSIS

OF STATEMENT OF FINANCIAL POSITION

Shareholders’ Equity

There was no change in share

capital during the year. An increase in
unappropriated profit by 53% over last
year is attributable to the increased
profitability during 2023. Proposed
dividend payout comes out to Rs 1 per
share for 2023. As a result, shareholders’
equity at Rs 27 billion was the highest
during last six years and registered an
increase of 95% from 2018.

Non-Current
Liabilities

Non-current liabilities historically
comprising of long-term borrowings
and deferred liabilities, at Rs 15.7 billion
in 2023, decreased by 32% and 26%
as compared to 2022 and last 6 years
average respectively. The decrease

is mainly due to repayment of loans
and transfer of the long-term portion of
GIDC payable to current portion over
the years. Over the years non-current
liabilities have followed a fluctuating
trend depending on borrowing
requirements of the company and
reclassification on non-current liabilities

to current liabilities in accordance with
IFRS.

ANNUAL 2023
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Current Liabilities

Trade and other payables increased

to Rs 89.2 billion in 2023 from Rs 74.7
billion last year mainly owing to increase
in advances from customers by Rs 24.4
billion, however trade creditors have
decreased due to decrease in payable
against Phosphoric Acid by Rs. 18.3
billion as compared to last year.

Short term borrowings have followed

a fluctuating trend over the period of

6 years that is in line with the working
capital requirements of the company.
However overall, the current liabilities
have followed an increasing trend from
2018 to 2023.

Non-Current Assets

Non-current assets of the Company
include property, plant & equipment,
long term advances, long term
investments and long-term loans

to subsidiaries. Non-current assets
have followed a fluctuating trend

that is attributable to routine Capex
requirements and overall company’s
decision to make investment or dispose
off investment in subsidiaries.

During the year, the Company has
disposed of investment in one if
its subsidiary, Fauji meat limited,
amounting to Rs 4 billion.

Current Assets

Current assets mainly comprise of
stores and spares, stock in trade, trade
debts, sales tax refundable, short-
term investments, and cash & bank
balances. Stock in trade increased
significantly to Rs 39 billion in 2022,

as compared to Rs 5.6 billion in 2018
due to flash floods in Pakistan in 2022.
However the company managed to
liquidate most of the carried over
inventory from 2022 in 2023 resulting in
decrease of 65% from last year.

The current year-end balance of

trade debts and other receivable was
recorded at Rs 0.4 billion, being the
lowest level since 2018 as most of the
sales incurred during the year were in
cash and company was able to recover
outstanding receivable from 2022.

Short term investments and cash at
bank increased exponentially to Rs 33.6
billion and Rs 39.9 billion respectively
and are the highest since 2018, primarily
attributed to sale of inventory and better
cash management by the company and
attractive returns on investments placed
with financial institutions.

The trends in the statement of financial
position are in line with general trends
of the Company and fertilizer industry,
apart from the variations described
above.



VERTICAL ANALYSIS

OF STATEMENT OF FINANCIAL POSITION

Rs. in Million
2023 2022 2021 2020 2019 2018
Rs % Rs % Rs % Rs % Rs % Rs %
EQUITY AND LIABILITIES
Equity
Share capital 12,913 8.85 12913 8.62 12913 n21 9,341 10.27 9,341 10.25 9,341 11.62
Advance against issue of shares - - - - - - 4,886 537 - -
Reserves 1,633 1.12 1,633 1.09 1,633 1.42 228 0.25 228 0.25 228 0.29
Accumulated profit / (loss) 12,546 8.60 8177 5.46 5,885 511 (496) (0.55) (2,735) (3.00) 4,329 5.39
27,092 18.57 22,123 15.17 20,431 17.74 13,959 15.34 6,834 7.50 13,898 17.30
Non Current liabilities
Long term Loans 13,458 9.22 18,458 12.31 16,234 14.09 15,425 16.96 13,792 1513 16,083 20.01
Deferred liabilities 2,241 1.54 4,492 3.00 9,462 8.21 14,530 15.97 1,579 173 949 1.18
15,699 10.76 22,950 15.31 25,696 22.30 29,955 32.93 15,371 16.86 17,032 21.19
Current liabilities
Trade creditors, other payables,
taxation & Current portion of
long term loan 89,182 61.14 74,734 49.86 57,871 50.23 30,787 33.85 39,773 4363 35,079 43.65
Interest and mark - up accrued 514 0.35 1,243 0.83 224 0.19 445 0.49 962 1.06 442 0.55
Short term borrowings 13,385 9.18 28213 18.83 10,988 9.54 15,822 17.39 28,221 30.95 13913 17.31
103,081 7067 104,190 69.52 69,083 59.96 47,054 51.73 68,962 75.64 49,434 61.51
145,872 100.00 149,863 100.00 115210 100.00 90,968 100.00 91,167 100.00 80,364 100.00
ASSETS
Non-Current Assets
Property, plant, equipment &
advances 9,949 6.82 10,040 6.70 10,884 9.45 11,255 12.38 10,446 11.46 9,849 12.25
Long term Loans - - - 3,230 2.80 6,990 7.68 3130 343 2,400 2.99
Long term investments 25,139 17.24 2917 19.47 25,610 22.23 24,546 26.98 26,180 28.72 24,565 30.57
Long term deposits & prepayments 79 0.05 79 0.05 79 0.07 79 0.09 79 0.09 79 0.10
35,167 2411 39,290 26.22 39,803 34.55 42,870 47.13 39,835 43.70 36,893 45.91
Current assets
Stores, spares and loose tools 2,442 1.67 2,140 143 1,794 1.56 1,835 2.02 2,989 327 2,122 3.38
Stockin trade 13,786 9.45 39,236 26.18 8,388 7.28 2,862 315 14,756 16.18 5,655 7.04
Trade debts 379 0.26 11,828 7.89 9% 0.08 1,656 1.82 8,607 9.44 5719 712
Loans and advances 974 0.67 474 0.32 1,333 1.16 1,247 1.37 117 1.28 1514 1.88
Deposits and prepayments 250 0.17 181 0.12 125 0.11 100 0.11 133 0.15 48 0.06
QOther receivables 19,224 13.18 20,245 1351 17,101 14.84 15,350 16.87 17,373 19.06 13,188 16.41
Short term investments 33,686 23.09 13,764 9.18 10,442 9.06 - - 1,009 1M 10,936 1361
Cash and bank balances 39,964 27.40 22,705 15.15 36,130 31.36 25,048 2753 5,294 5.81 3,689 459
110,705 7589 110,573 73.78 75,407 65.45 48,098 52.87 51,332 56.30 43411 54.09
145,872 10000 149,863 10000 115210 100.00 90,968 100.00 91,167 100.00 80,364 100.00
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VERTICAL ANALYSIS

OF STATEMENT OF FINANCIAL POSITION

Shareholders’ Equity

Revenue reserves as a percentage

of equity have increased from 31% in
2018 to 46% at the close of 2023 owing
to profit retention in the business to
strengthen the capital structure of the
company. Conversely, share capital as
a percentage of equity has reduced to
48% in 2023 from 67% in 2018 mainly
due to better profits during the last 3
years.

Non-Current
Liabilities

Following a trend of high borrowings up-
to the year 2018, long term borrowing
remained higher as a percentage of
non- current liabilities in 2018 at 94%,
after that the percentage decreased in
2020 due to reclassification of GIDC
payable to non-current liabilities and
increase in deferred liabilities as a result,
following that the company has seen

an increasing trend every year to 86%

in 2023. The trend can be attributed to
average borrowing requirements of the
company.

Current Liabilities

Current liabilities have witnessed a
fluctuating trend over the period of 6
years. Trade and other payables as a
percentage of current liabilities have
increased from 71% in 2018 to 86% in
2023.Trade and other payables have

ANNUAL 2023
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overall witnessed an increasing trend
as a percentage of current liabilities,
however in 2019 and 2022 the same
witnessed a drop due to increase in
short term borrowings in 2019 and
2022.The current liabilities have overall
increased from 2018 to 2023,however
the company witnessed sudden drop
in 2020 due to reclassification of GIDC
payable to non-current liabilities.

Non-Current Assets

Non-current assets have also witnessed
a fluctuating trend over the period of

6 years At 27%, property, plant and
equipment as a percentage of non-
current assets, was greater than six
years’ average of 26% that is in line with
the capital assets requirements of the
company.

Long term investments as a percentage
of non-current assets at 71% were
higher by 5% as compared to last six
years’ average of 66%.

Current Assets

Stock in trade as a percentage of
current assets decreased by 64% from
last year. It had remained high at the
end of years of 2019, and 2022, when
the Company had carried abnormal
inventory due to excessive import of
fertilizer in 2019, that dented company’s
sales and flash floods in Pakistan in
2022.

Improvement in fertilizer offtake helped
offload all the inventory of both urea
and purchased fertilizer at cash.
Consequently, trade debts decreased to
0.34% as a percentage of current assets
at the close of 2023 against last six
years’ average of 7.4%.

Short term investments as percentage
of current assets at 30% amounting to
Rs 33.68 billion constitute as significant
portion of current assets at close of
2023 and was highest in the last 6
years.

Explanation of
Negative Changes in
Performance

All negative changes in performance
over the past six years; including the
horizontal and vertical analysis of

the statement of financial position,
statement of profit or loss, statement

of cash flows and ratios have been
explained in the relevant sections of this
Report.



HORIZONTAL ANALYSIS

OF STATEMENT OF PROFIT OR LOSS

Rs. in Million
VIR RRWERILWYE 2022  22Vs.21 2021 21Vs.20 2020 20Vs.19 2019 19Vs.18 2018  18Vs.17
Rs % Rs % Rs % Rs % Rs % Rs %
Sales - net 193,064 21.25 159,226 4416 110,452 32.70 83,234 24.53 66,839 8.66 61,511 16.65
Cost of Sales 159,954 19.69 133,641 51.35 88,301 24.97 70,655 15.91 60,955 14.30 53,327 14.18
Gross profit 33,110 29.41 25,585 15.50 22,151 76.10 12,579 113.77 5,884 (28.10) 8,184 35.78
Selling & distribution expenses 10,073 41.45 7121 26.26 5,640 2.21 5518 3.26 5344 18.10 4,525 (7.12)
Administrative expenses 1,136 6.33 1,068 (32.91) 1,592 26.85 1,255 (11.73) 1,422 (8.19) 1,549 (10.34)
21,901 25.90 17,396 16.60 14,919 156.96 5806 (758.61) (882) (141.77) 2,110  (469.27)
Finance cost 8,828 71.61 5,144 120.02 2,338 (47.39) 4,444 (14.52) 5,199 133.89 2,223 14.46
Other operating expenses 8,363 (17.66) 10,157 (0.09) 10,166 131.36 4,394 103.61 2,158 71.40 1,259 197.64
4,710 124.84 2,095 (13.25) 2,415  (179.65) (3,032) (63.20) (8,239)  500.64 (1,372) (53.29)
Otherincome 9,435 47.19 6,410 (29.64) 9,110 14.95 7,925 81.35 4,370 37.35 3,182 (27.31)
Profit / (loss) before taxation 14,145 66.32 8,505 (26.20) 11,525 135.54 4,893  (226.48) (3.869) (313.73) 1,810 25.63
Taxation 9,742 57.72 6,177 20.32 5134 90.15 2,700 31.58 2,052 450.76 373 (14.75)
Profit / (loss) after taxation 4,403 89.13 2,328 (63.57) 6,391 191.43 2,193  (137.04) (5921) (511.89) 1,437 43.20

Turnover and Cost of
Sales

Based on timely pricing decision

and effective marketing strategy, the
Company liquidated all its production
during the year resulting in a 21%
increase in net revenue.

The total cost of sales was recorded

at Rs. 160 billion compared to Rs.
133.6 billion, 20% higher than last year.
The increase is mainly due to impact
of inflation and offload of high-cost
inventory from 2022 irrespective of
consistent decline in Phosphoric Acid
prices during the year.

Gross Profit

Based on timely pricing decisions
and effective marketing strategy, the
Company has earned highest gross
profit of Rs. 33 billion in last six years
representing 29% increase in gross
profit as compared to last year. The
Company achieved 14% increase in
gross profit margin from last 6 years’
average and a 7% increase from last
year’'s gross margin.

Distribution Cost

Higher fuel prices and the
implementation of Axle Weight
Regulation (AWR) during the year
resulted in increased distribution costs
for the current year to Rs 10 billion
compared to Rs 7.1 billion last year. It
also exceeds by 58% from average cost
for the last six years.

Finance Cost

Finance cost increased to Rs 8.8 billion
for the year 2023 compared to Rs 5.1
billion last year mainly on account of
increased policy rates by SBPF, during
the year an increase of 29.4% has

been witnessed. A fluctuating trend has
been witnessed in finance costs over
the years. Years 2019, 2022 and 2023
witnessed high finance costs mainly due
to higher interest rates.

Other Expenses

Decrease in other expenses is due to
decrease in exchange loss booked by
Rs 2.3 billion during the year. Also, an
impairment charge of 1.2 billion was
booked on equity investment in FML last
year, where no such impairment was
booked during the year.

Other Income

Other income of Rs. 9.4 billion is
higher by 47 % from last year due to
better cash sales and effective cash
management and primarily comprises
of dividend income of Rs. 2.2 billion
and return on investments placed with
financial institutions of Rs. 5.8 billion.

Taxation

The higher tax charge of Rs 9.7 billion
was mainly attributable to higher
profitability. Variation over the years has
been in line with profitability.

Net Profit

Net profit of the Company registered
an 89% increase owing mainly to the
increased profitability. The declining
trend up-till 2019 was curtailed in 2020
owing to market normalization which
was again affected in 2022 owing to
floods, rupee devaluation and economic
condition in Pakistan. In 2023, the
Company was severally affected by
rupee devaluation in the first quarter,
however, it managed to minimize
exchange losses and converted Rs 5.4
billion loss in first quarter to Rs 4 billion
profit in the last quarter of 2023.
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VERTICAL ANALYSIS

OF STATEMENT OF PROFIT OR LOSS

Rs. in Million
2023 2022 2021 2020 2019 2018
Rs % Rs % Rs % Rs % Rs % Rs %
Sales - net 193,064 100.00 159,226 100.00 110,452 100.00 83,234 100.00 66,839 100.00 61,511 100.00
Cost of Sales 159,954 82.85 133,641 83.93 88,301 79.95 70,655 84.89 60,955 91.20 53,327 86.70
Gross profit 33,110 17.15 25,585 16.07 22,151 20.05 12,579 15.11 5,884 8.80 8,184 13.30
Selling & distribution expenses 10,073 5.22 7121 4.47 5,640 5.10 5518 6.63 5,344 8.00 4,525 7.36
Administrative expenses 1,136 0.59 1,068 0.67 1,592 1.44 1,255 1.50 1,422 2.13 1,549 2.52
21,901 11.34 17,396 10.93 14,919 13.51 5.806 6.98 (882) (1.33) 2,110 3.42
Finance cost 8,828 4.57 5144 3.23 2,338 2.12 4,444 5.34 5,199 7.78 2,223 3.61
Other operating expenses 8,363 4.33 10,157 6.38 10,166 9.20 4,394 5.28 2,158 3.23 1,259 2.05
4,710 244 2,095 1.32 2,415 2.19 (3,032) (3.64) (8,239) (12.34) (1,372) (2.24)
Otherincome 9,435 4.89 6,410 4.03 9,110 8.25 7,925 9.52 4,370 6.54 3,182 5.17
Profit / (loss) before taxation 14,145 7.33 8,505 5.35 11,525 10.44 4,893 5.88 (3,869) (5.80) 1,810 2.93
Taxation 9,742 5.05 6,177 3.88 5134 4.65 2,700 3.24 2,052 3.07 373 0.61
Profit / (loss) after taxation 4,403 2.28 2,328 1.47 6,391 5.79 2,193 2.63 (5,921) (8.87) 1,437 2.32

Gross Profit

Turnover increased to Rs 193 billion for 2023 compared to Rs
159 billion in 2022. Gross profit margin increased by 7 % due to
increase in net sales and better inventory management during
the year. Gross profit has followed increasing trend over the
years except for 2019 and 2022. A decline in gross profit was
attributable to higher feed gas and fuel gas prices in 2019 and
flash floods in Pakistan in 2022.

Taxation

Tax charge as a percentage of turnover exhibited an increasing
trend from 0.6% in 2018 to 5% in 2023.The trend remains in

line with profitability margins of the Company. Tax rates have
remained consistent at 29% from 2018 to 2020, After 2021 super
tax was also charged on the profits of the company. Nevertheless,

Gross Profit

(Rs in Million)
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irrespective of the tax charge, the combined effect of levy of super
tax / final taxes and minimum taxes have caused the tax charge to
increase over the period.

Net Profit

Net profit has followed a fluctuating trend over the periods from
2018 to 2023.Consistent reduction in profitability up to 2019 was
mainly due to persistent Governmental pressures restricting pass
through ability of the Company in addition to increase in operating
costs. Net profit has increased from Rs 1.4 billion in 2018 to Rs
4.4 billion in 2023.The net profit margin declined until 2019, After
which it started to stabilize and followed an increasing trend that
is the highest margin of 5.8% in 2021. In 2022 due to flash floods
in Pakistan net profit margin decreased to 1.46%. However, during
the year, the company managed to recover and recorded an
increase of 56% from last year’s net profit.

Net Profit

(Rs in Million)
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QUARTERLY ANALYSIS

Rupees in million

1st quarter 2nd quarter 3rd quarter 4th quarter

Sales - net 31,523 35,235 70,069 56,237 193,064
Cost of sales (29,278) (30,689) (59,712) (40,275) (159,954)
Gross Profit 2,245 4,546 10,357 15,962 33,110
Selling and distribution expenses (687) (1,567) (2,434) (5,385) (10,073)
Administrative expenses (274) (323) (412) (127) (1,136)
Finance cost (2,488) (2,837) (2,360) (1,143) (8,828)
Other operating expenses (4,784) (349) (824) (2,406) (8,363)
Otherincome 898 2,541 2,848 3,148 9,435
PROFIT/ (LOSS) BEFORE TAXATION (5,090) 2,011 7,175 10,049 14,145
Taxation (340) (1,531) (1,870) (6,001) (9,742)
PROFIT/ (LOSS) AFTER TAXATION (5,430) 480 5,305 4,048 4,403
Earnings / (Loss) per share - basic and diluted

(Rupees) (4.20) 0.37 4.11 3.13 3.41

Analysis of Variation in Interim Results and Final Accounts

In the first quarter, the Company achieved a gross profit margin of 7%, which subsequently improved to 13% in the second quarter.
The net profit margin experienced challenges in Q1, recording (17%) primarily due to a significant exchange loss arising from delayed
payments from the previous year. However, a positive shift occurred in Q2, resulting in a net profit margin of 1%, attributed to enhanced
inventory management and more stable exchange rates.

The government, through the Finance Act of 2023, introduced amendments to sales tax laws applicable to the fertilizer industry. As a
consequence, the sale of DAP was subjected to output sales tax, leading to a reduction in costs that were previously integrated into the
cost of production. Additionally, factors such as tightening prices, reduced imports, increased policy rates, and rising inflation prompted
forward buying, resulting in the complete sale of the Company’s entire stock by the year-end.

As a reflection of these strategic shifts, FFBL's gross profit margin demonstrated significant improvement, reaching 15% in Q3 and 28%
in Q4. Notably, the net profitability outperformed the previous year, with the Company reporting a profit after tax of Rs. 5.3 billion in Q3 and
Rs. 4.0 billion in Q4.

Concluding the fiscal year, the Company achieved a profit after tax of Rs. 4.4 billion, marking a commendable increase from the 1% net
profit margin reported in 2022. The net profit margin for the year stood at 2%, showcasing the Company’s resilience and effective financial
management in the face of evolving market dynamics.
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Production

The DAP production for the quarter was 52

KT representing 77% decrease from SQLY'’s
production of 222 KT, whereas Urea production
for the quarter was 89 KT representing 26%
decrease from SQLY’s production of 121 KT.
FFBL did not receive gas from SSGC for 36
days on account of winter load management
during Q1 2023, whereas gas was available

on a continuous basis during SQLY.Hence,
combined quarterly production of DAP and
UREA decreased by 59% from 343KT to 141KT.

QUARTERLY ANALYSIS

Sales

Sona urea offtake for the first quarter was
recorded at 88KT as against 117KT, which

was 25% lower than the corresponding quarter
owing to lower production. However, DAP
offtake increased by 11 % and was recorded at
127 KT as compared to corresponding quarter
of last year.

Turnover & Other Income

On operational basis the business did well

by making sales of Rs 31.5 billion during the
quarter as compared to Rs 24 billion during
SQLY, by significantly reducing the inventory that
was carried over from 2022.

Production

During the second quarter, Sona Urea
production of 93 thousand tons was 34% lower
than corresponding quarter of 2022. DAP
production also decreased by 19% during the
quarter, majorly due to gas curtailment issues
during the quarter.

Sales

The Company's urea sales dropped to 92
thousand tons during the second quarter of
2023 as compared to 144 thousand tons in

the 1st quarter. While DAP sales declined by
25% during the quarter as compared to last
year. Aggregate sales increased by 11% as
compared to 1st quarter of 2023, However the
same decreased by 30% as compared to SQLY
primarily due to decline in production owing to
gas curtailments.

Turnover & Other Income

Turnover of Rs 35 billion was 23% lower than the
turnover recorded in 2022, however it was 12%
above the turnover of first quarter mainly due to
increased sales. Second quarter’s other income
of Rs 2.5 billion was lower than other income
during the SQLY by 22% mainly due to decrease
in dividend received by 1.3 billion.

Production

During the second quarter, Sona Urea
production of 93 thousand tons was 34% lower
than corresponding quarter of 2022. DAP
production also decreased by 19% during the
quarter, majorly due to gas curtailment issues
during the quarter.

Sales

The Company’s urea sales dropped to 92
thousand tons during the second quarter of
2023 as compared to 144 thousand tons in

the 1st quarter. While DAP sales declined by
25% during the quarter as compared to last
year. Aggregate sales increased by 11% as
compared to 1st quarter of 2023, However the
same decreased by 30% as compared to SQLY
primarily due to decline in production owing to
gas curtailments.

Turnover & Other Income

Turnover of Rs 35 billion was 23% lower than the
turnover recorded in 2022, however it was 12%
above the turnover of first quarter mainly due to
increased sales. Second quarter’s other income
of Rs 2.5 billion was lower than other income
during the SQLY by 22% mainly due to decrease
in dividend received by 1.3 billion.

Production

During the second quarter, Sona Urea
production of 93 thousand tons was 34% lower
than corresponding quarter of 2022. DAP
production also decreased by 19% during the
quarter, majorly due to gas curtailment issues
during the quarter.

Sales

The Company's urea sales dropped to 92
thousand tons during the second quarter of
2023 as compared to 144 thousand tons in

the 1st quarter. While DAP sales declined by
25% during the quarter as compared to last
year. Aggregate sales increased by 11% as
compared to 1st quarter of 2023, However the
same decreased by 30% as compared to SQLY
primarily due to decline in production owing to
gas curtailments.

Turnover & Other Income

Turnover of Rs 35 billion was 23% lower than the
turnover recorded in 2022, however it was 12%
above the turnover of first quarter mainly due to
increased sales. Second quarter’s other income
of Rs 2.5 billion was lower than other income
during the SQLY by 22% mainly due to decrease
in dividend received by 1.3 billion.
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Operating Costs

Cost of sales amounting to Rs 29 billion for

the first quarter was 51% higher than the
corresponding quarter last year due to sale of
higher inventory of cost. Whereas distribution
cost for the quarter recorded at Rs 0.6 billion
registered a decrease of 59% over the same
quarter in 2022 owing to decrease in dispatches
by 59%.

Profit

The Company's gross margin decreased from 21% to 7% and gross profit stood at Rs. 2.2
billion during the quarter against gross profit of Rs. 5.3 billion during the corresponding quarter.
The Rupee depreciated from Rs. 226/ USD on 1st January 2023 to Rs. 284/ USD as at 31
March 2023, which resulted in an exchange loss of Rs. 4.6 billion in this quarter as compared
to Rs. 0.6 Billion in the same quarter of last year (SQLY) Due to increased finance cost and
exchange loss, the Company went into net loss of Rs. 5.4 Billion for the quarter, against the
profit of Rs. 1.6 billion in the corresponding quarter last year.

Operating Costs

Cost of sales for the second quarter stood at
Rs 31 billion, 17% lower than the corresponding
quarter of 2022 due to lower production of urea
and DAP Distribution cost at Rs 1.5 billion was
18% higher than the corresponding quarter of
last year.

Profit

Gross profit for the quarter was decreased to Rs 4.5 billion, registering a decrease of 48%
compared to SQLY However the gross profit registered a 102% increase from 1st quarter of
2023.The decrease from last year was mainly due to decrease in sales volume. Net profit also
stood at 0.5 billion as compared to the profit of Rs. 1.8 billion in the same quarter last year. The
combination of discriminatory tax policies, super tax, and the prevailing economic challenges,
including high inflation and currency devaluation, collectively led to the reported decrease for
second quarter of 2023.

Operating Costs

Cost of sales for the second quarter stood at
Rs 31 billion, 17% lower than the corresponding
quarter of 2022 due to lower production of urea
and DAR Distribution cost at Rs 1.5 billion was
18% higher than the corresponding quarter of
last year.

Profit

Gross profit for the quarter was decreased to Rs 4.5 billion, registering a decrease of 48%
compared to SQLY However the gross profit registered a 102% increase from 1st quarter of
2023.The decrease from last year was mainly due to decrease in sales volume. Net profit also
stood at 0.5 billion as compared to the profit of Rs. 1.8 billion in the same quarter last year. The
combination of discriminatory tax policies, super tax, and the prevailing economic challenges,
including high inflation and currency devaluation, collectively led to the reported decrease for
second quarter of 2023.

Operating Costs

Cost of sales for the second quarter stood at
Rs 31 billion, 17% lower than the corresponding
quarter of 2022 due to lower production of urea
and DARP Distribution cost at Rs 1.5 billion was
18% higher than the corresponding quarter of
last year.

Profit

Gross profit for the quarter was decreased to Rs 4.5 billion, registering a decrease of 48%
compared to SQLY However the gross profit registered a 102% increase from 1st quarter of
2023.The decrease from last year was mainly due to decrease in sales volume. Net profit also
stood at 0.5 billion as compared to the profit of Rs. 1.8 billion in the same quarter last year. The
combination of discriminatory tax policies, super tax, and the prevailing economic challenges,
including high inflation and currency devaluation, collectively led to the reported decrease for
second quarter of 2023.
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Six Year Financial Ratios

FINANCIAL PERFORMANCE 2023 2022 2021 2020 2019 2018
Profitability Ratios
Gross profit ratio (%) 17.15 16.07 20.06 15.11 8.80 13.30
EBITDA margin to sales (%) 12.37 9.19 13.42 12.33 4.48 9.21
Net profit to sales (%) 2.28 1.46 5.79 2.63 (8.86) 2.34
Return on equity (%) 16.25 10.25 31.28 15.71 (86.64) 10.34
Return on capital employed (%) 10.86 5.65 17.43 7.46 (28.71) 4.79
Return on shareholders’ fund (%) 34.10 18.03 49.50 15.41 (63.38) 15.38
Total shareholders’ return (%) 55.63 (61.64) (2.18) 2291 (90.93) 33.58
Operating leverage ratio (%) 0.17 0.20 0.18 0.49 0.09 0.17
Liquidity Ratios
Current ratio (Times) 1.07 1.06 1.09 1.02 0.74 0.88
Quick / Acid test ratio (Times) 0.92 0.66 0.94 0.92 0.49 0.71
Cash and cash equivalent to
current liabilities (%) 71 35 67 53 9 30
Cash flow from operating activities to sales (%) 24 (21) 20 31 (25) (11)
Cash flow to capital expenditure (Times) (0.07) 0.08 45.89 30.54 (3.96) (9.04)
Cash flow coverage ratio (Times) 1.43 (0.66) 0.70 0.67 (0.36) (0.19)
Activity / Turnover Ratios
Inventory turnover (Times) 6.03 5.61 15.70 8.02 5.97 14.20
Inventory turnover (Days) 60 65 23 46 61 26
Debtors turnover (Times) 31.63 26.71 126.19 16.22 9.33 18.30
Debtors turnover (Days) 12 14 3 23 39 20
Creditors turnover (Times) 5.38 4.08 4.89 3.50 1.88 2.57
Creditors turnover (Days) 68 90 75 104 194 142
Total assets turnover (Times) 1.32 1.06 0.96 0.91 0.73 0.77
Fixed assets turnover (Times) 20.08 16.36 10.44 7.40 6.41 6.31
Operating cycle (Days) 4 (11) (48) (77) (94) (96)
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FINANCIAL PERFORMANCE 2023 2022 2021 2020 2019 2018
Investment / Market Ratios
Earnings per share (pre-tax) (Rs) 10.95 6.59 8.94 4.73 (8.74) 1.94
Earnings per share (after-tax) (Rs) 3.41 1.80 4.96 212 (6.34) 1.54
Diluted EPS (Rs) 3.41 1.80 4.96 2.12 (6.34) 1.54
Price earnings ratio (Times) 9.47 8.50 5.00 11.94 (3.08) 24.20
Dividend yield ratio (proposed) (%) 3.10 - - - - 2.68
Dividend payout ratio (proposed) (%) 29.33 - - - - 64.94
Dividend cover ratio (proposed) (%) 340.98 - - - - 154.00
Dividend per share — interim (Rs) - - - - - -
Dividend per share - proposed final (Rs) 1.00 - - - - 1.00
Market Price Per Share
- Year end (Rs) 32.30 15.33 24.78 25.32 19.52 37.27
- High during the year (Rs) 32.75 27.30 29.15 27.45 44.20 45.65
- Low during the year (Rs) 10.80 14.15 20.22 11.56 14.35 30.62
Breakup value per share (Rs) 20.98 17.60 15.86 13.49 7.32 14.88
Price to book ratio (Times) 1.54 0.87 1.56 1.88 2.67 2.50
Capital Structure Ratios
Financial leverage ratio (Ratio) 1.18 2.29 1.56 2.73 6.82 2.53
Weighted average cost of debt (%) 24.93 15.94 8.25 10.54 12.45 7.48
Debt: Equity (Ratio) 41:59 51:49 51:49 61:39 73:27 60:40
Net assets per share (Times) 20.98 17.60 15.82 10.81 5.29 10.76
Interest cover ratio (Times) 2.60 2.66 5.93 2.10 0.26 1.81
Non Financial Ratios
Staff turnover ratio (%) 15.96 19.93 20.96 30.74 19.91 21.51
Spares inventory as % of assets cost (%) 1.67 1.43 1.56 2.02 3.28 3.39
Maintenance cost as % of operating expenses (%) 1.24 1.04 1.28 1.50 1.99 2.61
Market Price Per Share
Price Earning Ratio Financial Leverage Interest Cover
(Rs vs Times) (Times) (Times)
Price Earmings Ratio ¢ . 593
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Rs in Million

2023 2022 2021 2020 2019 2018
SUMMARY OF BALANCE SHEET
Shareholders' equity 27,092 22,723 20,431 13,959 6,834 13,898
Capital employed 40,550 41,181 36,664 29,384 20,626 29,981
Property, plant & equipment 9,616 9,953 10,575 10,193 10,428 9,748
Total non - current assets 35,167 39,290 39,803 42,871 39,835 36,893
Working capital 7,624 6,161 6,324 2,103 (17,630) (5,963)
Non-current liabilities 15,699 22,950 25,696 29,955 15,370 17,032
Long term loans 13,458 18,458 16,234 15,425 13,792 16,083
Current portion of long-term loans 5,000 5,275 4,692 6,817 4,567 5,125
SUMMARY OF PROFIT OR LOSS
Sales - net 193,064 159,226 110,452 83,234 66,839 61,511
Gross profit 33,110 25,585 22,151 12,579 5,885 8,184
Profit / (loss) before taxation 14,145 8,505 11,525 4,893 (3,869) 1,810
EBITDA 23,878 14,631 14,827 10,263 2,997 5,666
Profit / (loss) after taxation 4,408 2,328 6,391 2,192 (5,921) 1,437
SUMMARY OF CASH FLOWS
Net cash flow from operating activities 45,749 (34,064) 22,300 25,432 (16,843) (6,549)
Net cash flow from investing activities (8,386) (1,493) (3,057) (3,040) 3,327 (3,832)
Net cash flow from financing activities (11,076) 7,107 (3,477) 267 4,167 1,400
Changes in cash and cash equivalents 26,287 (28,450) 15,766 22,659 (9,349) (8,982)
Cash and cash equivalents - year end 27,279 992 29,442 13,676 (8,983) 366
FREE CASH FLOWS
Profit / (loss) before taxation 14,145 8,505 11,5625 4,893 (3,869) 1,809
Adjustment for non-cash items 13,127 10,916 5,596 3,444 5,143 2,642
Changes in working capital 36,033 (42,947) 12,327 23,097 (12,182) (7,053)

63,305 (23,526) 29,448 31,434 (10,908) (2,602)
Less: Capital expenditure (906) (368) (308) (711) (2,360) (994)
Free cash flows 62,399 (23,894) 29,140 30,723 (13,268) (3,596)
QUANTITATIVE DATA (in KT)
Sona Urea (G) Production 336 524 501 559 508 562
Sona Urea (G) Sales 337 523 501 559 508 562
Sona DAP Production 660 848 790 740 831 730
Sona DAP Sales 846 661 790 926 688 687

Economic Value Added

(Rs in Million)

2023 6,788

2022 3,278
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FINANCIAL CAPITAL

Contribution to
National Exchequer

During the year, the Company’s
contribution to the national exchequer
comprising of taxes and levies was Rs.
22.3 billion (2022: Rs. 12.8 billion). The
increase is primarily owing to substantial
increase in income tax and sales tax.
Moreover, value addition in terms of
foreign exchange savings was USD 306
million through import substitution of
337 thousand tonnes Sona urea (G) and
846 thousand tonnes Sona DAP sold in
2023.

Subsequent Events

There has been no subsequent event
after the reporting date.

Adequacy of Internal
Controls

The Board of Directors has implemented
a robust system of internal financial

and operational controls across the
company as an integral component of
its governance framework.

The internal audit function diligently
oversees the implementation and
effectiveness of these internal controls,
providing quarterly reports to the

Audit Committee of the Board. This
committee, chaired by an independent
director, assumes the responsibility of
ensuring the efficacy of internal controls
throughout the Company.
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Liquidity and Cash
Flow Management

Strategy to Overcome
Liquidity Problems

The company assesses its net cash
position by projecting both inflows and
outflows. Key sources of cash inflows
include sales revenue, income from
investments with financial institutions,
and dividends from equity investments.
On the other hand, outflows encompass
payments for the purchase of raw
materials, other capital and operating
expenses, as well as investments.

Future cash plans undergo thorough
evaluation and are regularly updated

to align with actual results and any
alterations in underlying assumptions
and estimates. The company’s working
capital and financing needs are
proficiently handled through a proactive
treasury management function. This
function not only ensures effective cash
flow management but also safeguards
against associated risks.

Liquidity Generation

The company generates a substantial
cash surplus from its business
operations, facilitated by efficient cash
flow management and dividends from
long-term investments. This surplus
cash is strategically invested in assets
that can be readily converted into cash
as needed. Additionally, the company
maintains a significant debt capacity,
providing flexibility to meet any potential
future funding requirements.

Investments and

Placement of Funds

To mitigate liquidity and credit risks, the
company strategically allocates funds
exclusively to institutions with high
credit ratings. The investment portfolio
primarily consists of placements in

the money market and term deposits
with banks/financial institutions,
aiming to enhance profitability and
maximize shareholders’ returns. A
regular assessment of the return on
these investments is conducted to
ensure that the most optimal options
have been pursued. This approach
reflects the company’s commitment to
prudent financial management and the
protection of stakeholders’ interests.

Repayment of Debt and
Recovery of Losses

Total debts, encompassing both short-
term and current maturity of long-term
debt, experienced a significant 39%
decrease compared to the previous
year, amounting to Rs. 31.8 billion. This
reduction includes a decrease of Rs. 15
billion in short-term financing and Rs. 5
billion in long-term financing.

It’s noteworthy that all debt repayments
due this year were made on time, and
there were no defaults in the repayment
of any debts throughout the year.



Credit Rating

Despite facing severe economic
challenges, the Company has managed
to maintain its long-term credit rating

at AA. This rating indicates a high level
of credit quality and strong protection
factors. Furthermore, the short-term
rating for the company remains
unchanged at A-1. This short-term
rating signifies a high certainty of timely
payments, supported by excellent
liquidity factors and strong fundamental
protection measures. Overall, these
credit ratings reflect the company’s
resilience and sound financial standing.

Significant Plans
and Decisions

Over the years, the Fauji Group has
solidified its position as a market
leader in the fertilizer industry, playing
a pivotal role in ensuring food security
through the provision of high-quality
fertilizers. In response to the increasing
demand for fertilizers, we consistently
evaluate strategies to not only maintain
but also enhance our production
capacity. This commitment reflects

our dedication to meeting the evolving
needs of agriculture and sustaining our
contribution to the agricultural sector
and overall food security.

During the year, the Company
successfully divested its investment in
Fauji Meat Limited at a valuation of Rs.
4.3 billion.

Additionally, the Company has
embarked on enhancing its product
portfolio by introducing value-added
products, with trial runs of Boron-coated
DAP already underway.

Capital Structure

FFBL's equity comprises of share
capital amounting to Rs. 12.91 Billion
representing ordinary shares of Rs.

10 per share. Fauiji Fertilizer Company
Limited is the major shareholder of
Company with an equity stake of
49.88%. The increase of Rs. 3.9 Billion
in Company’s equity is on account of
retained profit during the year.

The Company’s debt to equity ratio of
41:59 reflects significant improvement
as compared to 2022. The Company’s
capital structure is adequate for the
foreseeable future keeping in view the
current projections.

Capital Market
and Market
Capitalization

FFBL is listed on the Pakistan Stock
Exchange, serving as a key indicator
of the country’s capital market
performance. Throughout the year, the
company observed the trading of 701
million shares on the stock exchange,
and the free float was recorded at
31.51%. Notably, the company’s
market capitalization witnessed
significant growth, reaching Rs 41.7
billion, marking a notable increase of
121% compared to the previous year's
Rs 19 billion.

The market price exhibited notable
fluctuations, with an average trading
value of Rs 15.20 per share. The stock
experienced a range between the
highest price of Rs 32.75 per share and
the lowest of Rs 10.8 per share. The
year concluded with the market price
standing at Rs 32.3 per share.

Prospects of the
Entity including
targets for Financial
and Non-Financial
Measures

Prospects of the Entity

Recognizing the challenges posed

by excessive gas curtailment, the
Company is actively addressing this
concern. In anticipation of a foreseen
decline in gas availability in the country,
FFBL is proactively exploring alternative
options to ensure uninterrupted
production and a consistent supply

of fertilizers to farmers. This strategic
approach underscores the company’s
commitment to adapting to evolving
circumstances and ensuring the
sustainability of its operations.

Given the potential impact of depleting
gas reserves on the company’s
profitability, concerted efforts are being
made. The Company is in regular
discussions with relevant stakeholders
to secure an uninterrupted supply of
gas, demonstrating a proactive stance
in mitigating the potential challenges
associated with gas availability.

Financial Measures

Targets for the year were established
after considering various external
factors and variables, a majority of
which are beyond the Company’s
control. Others can be monitored or
their impact mitigated to some extent.
The Company’s cost of production

is susceptible to external influences,
including raw material prices,
government intervention in fertilizer
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pricing, currency fluctuations, changes
in taxes and levies, as well as variations
in weather and natural calamities.

Thorough evaluation and effective
implementation occurred throughout
the year to achieve the Company’s set
goals and targets, as evidenced by the
attained production and sales levels.
Looking ahead, government policies
that create a positive environment for
the agriculture and fertilizer sector are
crucial. These policies will not only
benefit the farming community but also
contribute to sustained food supply and
the economic stability of the country.

Non-Financial

Measures

The Company has identified the
following areas as key non-financial
performance measures:

e Stakeholders’ engagement

*  Relationship with business partners

e Maintenance of product quality for
fulfilment of customer needs

e Compliance with regulatory
frameworks

e Transparency, accountability and
good governance

e Brand preference
*  Corporate image and reputation

*  Employee satisfaction and
wellbeing

*  Responsibility towards the society
e Environmental protection

*  Energy conservation
Responsibility for implementation of
these measures is delegated to the

management with periodic monitoring
and supervision by the Board.

ANNUAL 2023
REPORT

Methods and
Assumptions Used
in Compiling the
Indicators

Key performance indicators effectively
reflect the Company’s performance.
The management regularly analyses
these indicators to better gauge the
Company’s performance against
predefined benchmarks. Some of the
basic indicators of the Company’s
performance and profitability have been
mentioned below:

e Turnover represents the total
amount of revenue generated by
the business during the mentioned
periods. It aids in tracking sales
levels and trends in order to spot
meaningful changes in activity levels.

¢ |nvestment income includes income
on deposits and return earned on
investments made by the Company.
Whereas, dividend income is income
earned on the Company’s equity
investments.

* Market price per share is the
measure of perception of the
Company in the market. The
difference between Book Value
and Market Value shows investors’
confidence on the script.

* Earnings per share measures the net
earnings of the Company against the
total outstanding shares, whereas
dividend per share represents
dividend declared by the Company
for every outstanding ordinary share.

* Profitability ratios analyze the
Company’s financial health.

Changes in Financial
and Non-Financial
Indicators

Detailed explanations of changes

in financial indicators compared to
previous years are provided in the
‘Financial Capital’ section of this report.
It is noteworthy that there were no
significant changes observed in the
non-financial indicators when compared
to previous years.

Management'’s
Responsibility
Towards the
Financial Statements

Management is responsible for

the accurate preparation and fair
presentation of the financial statements,
ensuring compliance with accounting
and reporting standards, and adhering
to the requirements of the Companies
Act, 2017. Additionally, management

is tasked with establishing and
maintaining internal controls deemed
necessary to facilitate the preparation of
financial statements that are free from
material misstatement, whether arising
from fraud or error.



Market Share

Information

FFBL markets, through Fauiji Fertilizer
Company Limited, premium products
domestically produced to fulfil the
needs of farmers. The Company has
been outperforming its competitors both
in terms of sales and brand preference.
This is evident from combined FFC /
FFBL'’s sizeable market share over the
years.

Please refer page 22 for market share
information.

Statement of
Unreserved
Compliance of IFRS
Issued by IASB

The Company'’s Financial Statements
have been prepared in accordance

with the accounting and reporting
standards as applicable in Pakistan.
The accounting and reporting standards
applicable in Pakistan comprise of:

* International Financial Reporting
Standards (IFRSs) issued by the
International Accounting Standards
Board (IASB) as are notified under
the Companies Act, 2017

*  Provisions and directives issued
under the Companies Act, 2017

Where the provisions of and directives
issued under the Companies Act, 2017
differ from IFRSs, the provisions of and

directives issued under the Companies
Act, 2017 have been followed.

Note 4.12 of the financial statements
specifies the standards and
interpretations which are yet to be
effective in Pakistan. The Company
believes that the impact of these
standards and interpretations does
not have any material impact on the
financial statements.

Business Rationale
of Major Capital
Expenditure and
Projects

The company places significant
emphasis on the maintenance of
existing equipment and properties,
while concurrently ensuring sufficient
capital for investment in growth through
diversification. All capital expenditure
requirements, irrespective of type,

undergo rigorous evaluation procedures

by committees of the Board before

receiving final approval. This meticulous

approach highlights the company’s
commitment to prudent financial
management and strategic investment
decisions.

Dividend Declaration
and Future Prospects

The Board has recommended Rs. 01/
share for the year ended 31 December
2023.

GIDC Status

The Company, along with other industry
members, has filed a suit with the Sindh
High Court (SHC) for determination

of due amount of GIDC based on the
judgement of Honorable Supreme Court
of Pakistan. SHC has granted a stay
order against recovery of GIDC and the
case is pending adjudication.

CEO Presentation
Video

Video presentation by the Chief
Executive Officer, explaining the
business overview, performance,
strategy and outlook of the Company, is
available on FFBL’s Corporate Website
and can be accessed through the
following web link:

https://www.ffbl.com/about/leadership/
ceo-message/
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RISK AND OPPORTUNITY REPORT

Strengthening risk management capabilities, clarifying risk appetite, and
proactively identifying potential risks are essential for organizational health,
success, and sustained growth. This demands agility at both enterprise and
operational levels to navigate a dynamic and evolving risk landscape effectively.

FFBL recognizes the importance of Enterprise Risk
Management (ERM) in identifying, monitoring and pro-actively
addressing the risks and capitalizing the opportunities

arising out of macro & micro economic environment for the
continuous delivery of value to its stakeholders.

Risk management supports the Company to achieve its
strategic and operational objectives. It is an essential part of
FFBL'’s governance model and helps to:

* Drive a culture where everyone takes responsibility for risk
*  Empower our people to make informed decisions

* Enhance performance and organizational resilience

ERM Policy

ERM Policy is the core document which affirms our
commitment to build a robust risk management culture. The
Policy is approved and mandated by the Board of Directors
and outlines scope, risk principles, and broader roles &

responsibilities for enterprise risk management across the
organization as per defined risk appetite / tolerance level.

ERM Framework

ERM Framework outlines risk methodology and processes

to support a consistent approach to manage risk. It sets out

the procedures and guidelines for implementing, monitoring,
reviewing and continually improving risk management throughout
the Company. Enterprise risk management is aligned with the
principles and guidelines of ISO 31000, Three Lines of Defense
Model and Institute of Internal Auditors (I1A). It contains:

e Risk Management Principles

e Governance Structure

* Risk Categories

e Risk Management Process

* Roles & Responsibilities

e Risk Consequence / Impact Criteria
e Likelihood Table

e Heatmap

Board of Directors

Risk Reporting Hierarchy

Audit Committee

Risk Management

Committee / Function

Risk Owners

Risk Coordinators /
Champions
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The ERM framework has been
developed to:

* allow the Company to proactively
manage its risks in a systematic
and structured way and to
continually refine its processes
to reduce its risk profile, thereby
maintaining a safer environment for
its stakeholders.

* ensure appropriate strategies
are in place to mitigate risks and
maximize opportunities.

* embed the Risk Management
process and ensure it is an integral
part of Company’s planning
process at a strategic and
operational level.

* help create a risk awareness culture
from a strategic, operational,
individual and fraud perspective;
and

e give credibility to the process and
engage management’s attention to
the treatment, monitoring, reporting
and review of identified risks as well
as considering new and emerging
risks on a continuous basis.

Risk Appetite &
Tolerance Statement

The Board of Directors is responsible
for providing strategic oversight

and is also responsible for ensuring
that a sound risk management and
internal control system is in place.
Listed Companies (Code of Corporate
Governance) Regulations 2019 also
reiterate this requirement and assign
the overall responsibility for governance
of the company’s risk to the Board. The
Board’s Audit Committee facilitates the
Board in discharging this responsibility.

ANNUAL 2023
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The Audit Committee ensures that an
appropriate control environment is
established and maintained, covering
the Company’s operations, strategy,
finances, reporting and compliance
activities. This is further driven by
identification of risks and alignment

of risks appetite and tolerance levels
to Strategic, Operational, Financial,
Regulatory, Legal & Compliance Risks.

Risk Appetite has been approved

by the Board of Directors which sets
boundaries to identify and control the
risks while evaluating and pursuing
strategic objectives.

Risk Register

In alignment with our commitment to
sound corporate governance and risk
management practices, our company
diligently maintains a comprehensive
risk register across all departments. This
register serves as a dynamic repository,
meticulously documenting the array of
risks encountered by each department.

Collaboratively, the Risk Management
function works closely with individual
departments, offering support to identify,
assess, and manage their specific risks,
thus contributing to the overall risk
profile of the company. Our dedicated
Risk Management Committee,
comprising experienced professionals,
conducts periodic reviews of critical and
emerging risks.

This collaborative approach ensures
that the company remains proactive in
addressing challenges and fortifying its
resilience in an ever-evolving business
landscape. This commitment to robust
risk management forms a cornerstone
of our corporate strategy, enabling us
to navigate uncertainties effectively
and safeguard the interests of our
stakeholders.

Risk Dashboard - KRIs

In consonance with our commitment
towards robust risk management
practices, Key Risk Indicators (KRIs)
play a pivotal role in our organization’s
risk monitoring and assessment
framework. KRIs serve as invaluable
tools, offering early warning signals that
empower FFBL’s senior management
to adopt proactive measures and pre-
emptively address potential risks before
they escalate into significant challenges.
These indicators, whether quantitative or
qualitative metrics, closely align with our
strategic objectives, tracking both the
likelihood and impact of risks.

Recognizing the integral role of KRIs

in our risk management strategy,

our company is in the process of
developing a comprehensive Risk
Dashboard. This dashboard will serve
as a centralized hub for the continuous
monitoring of key risk indicators,
allowing for real-time insights.

ERM Maturity
Assessment

In line with the strategic vision,

the Board of Directors of FFBL
acknowledges the paramount
significance of a resilient and proactive
ERM.

In pursuit of this commitment, the
company engaged a third party for
comprehensive maturity assessment of
our ERM practices. The activity gave us
the opportunity to benchmark, align and
further improve our systems in line with
the international best practices.



Key Sources of
Uncertainty

Financial statements of the company
are prepared using estimates,
judgements and assumption which
could be expected to have impact on
presentation of income, expenses,
assets and liabilities.

The areas where various assumptions
and estimates are significant to the
Company’s financial statements or
where judgment was exercised in
application of accounting policies have
been disclosed in note 2.4 to both
separate and consolidated financial
statements of the Company.

The key sources of uncertainty in
estimation carry a significant risk which
may cause a material adjustment to
the carrying amounts of assets and
liabilities upon maturity.

Although risks can never be fully
mitigated, it is important that
management understands, prioritize
and manage the risks that they are
willing to accept according to the
risk appetite in the context of overall
corporate strategy.

Strategic,
Commercial,
Operational &

Financial Risks

The Company has embedded risk
management into its culture. Risk
identification, analysis, evaluation
and mitigation is being carried out at
unit, departmental and organizational
level. The strategic, commercial,
operational and financial risks can
arise from uncertainty in financial
markets, system breakdowns, project
delays, fluctuations in product

markets including Government pricing
pressures, competitive position, legal
liabilities, credit risk, accidents, natural
causes and disasters, or other events of
uncertain or unpredictable nature.

Strategic Risk

Strategic risk refers to the internal and
mostly external events that may make

it difficult, or even impossible, for an
organization to achieve its objectives
and strategic goals. These risks can
have severe consequences that impact
organizations in the long-term. The
Board of Directors actively oversees the
management of these risks and devises
mitigating strategies wherever required.

Commercial Risk

These risks are associated with

the commercial substance of an
organization. Reduction in an entity’s
market share, product price regulation
or other regulatory amendments posing
threat to the organization’s profitability
and commercial viability are a few
examples of these risks affecting the
Company.

Operational Risk

Operational risks are such risks which
may adversely impact the strategic
capability of the organization caused
by internal factors, operational and
administrative procedures, such as
workforce turnover, supply-chain
disruption, IT system shutdowns or
control failures, fraud or other criminal
activity.

Financial Risk
Financial risks are divided in the
following categories:

e Creditrisk

e Liquidity risk

e Market risk

These risks are explained in note 38
and 41 of the Company’s separate

and consolidated financial statements
respectively.

Plans and Strategies
for Mitigating

Risks and Potential
Opportunities

Risk Governance

The roles and responsibilities at
various levels of our risk management
are outlined in our risk governance
structure.

The Board of Directors acknowledges
its role for governance of risk and
determining the company’s level of risk
tolerance through risk management
policies and risk appetite statement.
Periodic review of key business risks

is being carried out to ensure that the
management maintains a sound system
of risk identification, risk management
and related systemic and internal
controls to safeguard assets, resources,
reputation and interest of the company
and shareholders.

The Audit Committee monitors the
Company’s overall risk management
process on half yearly basis, focusing
primarily on key business risks. Though,
any unexpected adverse change in risks
is immediately brought to the attention
of the stakeholders.

The Human Resources & Remuneration
Committee focuses on risks posed by
their operational mechanisms including
compensations packages to ensure
they do not escalate corporate risk, in
addition to succession planning with a
view to ensure availability of competent
human resources in each area of critical
Company operations.

The Investment Committee focuses
on exploring new opportunities
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for expansion, diversification and
divestment, ensuring that thorough

due diligence is carried out covering all
aspects of the project including risks
before according its recommendation to
the Board.

The Technical Committee focuses on
risks in relation to technical matters

of annual capex / opex budget along
with overall progress of ongoing
projects, review of plant production

& performance as well as review of
proposals related to recent trends in use
of technology in production of fertilizers.

To ensure effective implementation

of Risk Management throughout the
organization and to promote culture of
risk informed decision making at FFBL,
a Risk Management Committee of all
Functional Heads has been formulated,
which is chaired by the CEO&MD. The
Committee will ensure that all functions
are proactively performing their duties
to support cultural transformation and
review adequacy and appropriateness
of mitigation plans.
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Policies and
Procedures

Enterprise Risk Management Policy
affirms our commitment to building a
robust and ethical risk management
culture and ensure management

of all business risks. Board and its
committees have adopted a set of
policies and procedures based on best
practices, promoting a culture of ethics
and values with authority delegated

to senior management for uniform
environment of practice along the
functional lines.

Control Activities

Senior management assesses the
risks and places appropriate controls
to mitigate and respond to these risks
through preventive, investigative and
corrective measures which involves
collaborating all people to embrace
the high standard of vigilance and
responsibility.

Performance
Management

To avoid risks associated with
performance, a continuous cycle of
monitoring is carried out to evaluate
and analyze the effectiveness of
implemented controls and to identify
areas of weaknesses to devise plans for
improvement.

Internal Audit

Internal Audit function provides
independent objective evaluations
and reports to the Audit Committee on
the effectiveness of governance, risk
management and control processes.



KEY RISKS, RELATED OPPORTUNITIES &
MITIGATION STRATEGIES

Description

Categorization

Mitigation Measures

Rating

Continuity of Gas
Associated Objective:

Sustainable fertilizer business to
ensure food security.

cﬁ!

)

Pursue GoP for supply of NG or subsidized RLNG,
Consistent NG supply policy for all fertilizer plants
to meet national requirements, explore untapped
energy resources in Pakistan, Continuous efforts
to secure alternate NG supply, Shifting of fuel
requirements from NG to Coal.

Opportunity: Exploration of alternate sources of
natural gas and technological advancement for
optimal utilization of resources.

1.0 8 8 ¢
AAAA
dadadadd

Movements of Rs. against
usb

Associated Objective:

Ensuring availability of cheaper
product to farmers.

_Jol

)

Regular monitoring & analysis of economic
situation, inflation levels, interest rates, inventory
levels, market situation, balance of payment and
assessing their impact. Consider adjustment in
selling price and / or credit period of raw material
payments based on above factors. Synthetically
hedged against price of imported fertilizer.

Opportunity: Exploring alternative / local sources
of raw material.

1.0 .8 8 ¢
AAAA
dadadadd

Adverse movement of
interest rates

Associated Objective:

To meet working capital
requirements through
operations.

=
»
)

-
¥

Ensure working capital cost to be passed to
consumer, discourage credit sales, better
inventory management, disposal of subsidiaries
& associates, keeping borrowings at optimal
level, evaluating financing needs & alternative
availability of funds. Continuous evaluation of
Phos Acid payments for optimum credit period
utilization / early payment, Regular analysis of
inflation levels, movement in forex rates, political
situation, Government policies & assessing their
implications.

Opportunity: Optimization of working capital
requirements.

1 0.8 8 ¢

AAAA
vaadadad

Performance of FFBL
Investments

Associated Objective:

Spreading risk by diversifying
and achieving synergies
through shared services.

nQ

R

Continuous monitoring of operational and
financial performance of investments and regularly
assessing the remedial plans. Disposal of FML &
FFL restructuring (Action Completed).

Opportunity: Horizontal and vertical integration.

L0808 ¢

A A A
dadadad

Turnover of Trained
Employees at Critical
Positions

Associated Objective:

Ensuring availability of
skilled manpower to meet
organizational objectives.

o F 2

R

Continuous monitoring of attrition rate and
vacancy ratio. Salary adjustments in high attrition
areas. Review of existing benefits inline with the
market practices. Detailed succession planning
and employee developments plans. Situation
leadership programs to better train our people
managers.

Opportunity: Improve operational efficiency
through cost economization and enhanced
synergies among functions.

1 0.8 8 ¢

A A A
dadadad
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KEY RISKS, RELATED OPPORTUNITIES &
MITIGATION STRATEGIES

Description

Categorization

Mitigation Measures

Rating

Inconsistent government
policies & regulations

Associated Objective:

Sustained growth in fertilizer
business to ensure food
security.

Pursue GoP to prioritize food security essential.
Regularly monitoring of the market and ensures
that increase in price corresponds the inflationary
pressures. The Company engages with the
Government and other stakeholders to address all
issues impacting the industry and ultimately the
farmers.

Opportunity: Maximize market share and augment
presence.

L8088 ¢

A A A
dadadad

Natural Gas Pricing
Associated Objective:

To achieve cost economization
that remain affordable to
farmers.

Ensure operational excellence and continuity of
urea cost pass through and seek GoP concessions
to maintain DAP margins.

Ensure GoP maintains network gas price
equivalent across industry.

For long term sustainability, FFBL product portfolio
to be diversified to minimize dependability on
single product.

Opportunity: Explore alternate sources of cheaper
raw materials and incorporate operational
excellence.

Wk Kk
AAA
dadadad

Non-availability of funds
Associated Objective:

To enhance operational
capacity.

Proactively arranging new working capital lines &
retaining existing facilities available.

Regular monitoring of market trends, sales,
production & inventory levels.

GIDC - Proactively pursuing developments in High
Courts & involved in GoP efforts for out of court
settlement through FMPAC. Proactively involved
with GoP for settlement of subsidy receivable and
tax refunds.

Exploring alternate arrangements for funds
availability.

Opportunity: Efficient working capital management.

Wk Kk
AAA
dadadad

Legend

Risk Rating
Low Medium
Magnitude
A A A
Insignificant Minor
Likelihood
a aad
Rare Unlikely
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* ok

AAA

aadad

1808 ¢

Significant High

AAAA

Moderate Major

@dadadad

Possible Likely

1 8 6 6 8 ¢

Critical

AAAAA

Severe

dadadadad

Almost Certain



Description

Categorization

Mitigation Measures

Rating

DAP margins deterioration
Associated Objective:

Improve operational efficiency
through cost optimization.

F 2

)

Regularly monitoring local market supply situation
as well as international Phos Acid supply market.

Engaging GoP relevant forums for subsidization
of DAP and changes in taxation laws to remove
anomalies.

Regular coordination with marketing function.

Working on value added products to reduce
reliance on single product

Opportunity: Exploring value added products and
opportunities for cost optimization.

1.0 .8 8 ¢
AAA
dadadd

Increase / Decrease in local
Fertilizer Prices

Associated Objective:

Sustainable fertilizer business.

A O

)

Increase in levies, duties, and gas costs are
beyond the control of the Company.

The Company constantly engages with the
Government at relevant forums to ensure
availability of fertilizer at affordable prices through
subsidization of DAP

FFBL plays its role in accessing supply gap in
the country to ensure that only required product
quantities are imported.

Opportunity: Increase market share.

Wk K

A A A
@ddad

Import restrictions / non-
availability of USD

Associated Objective:

Ensuring availability of critical
spares & raw materials.

_Jol

)

Pursue GoP to prioritize imports for food security,
increase mix of local coal consumption, ensure
availability of critical items including alternate
arrangements, explore opportunities for local
alternatives, Coordination with banks for timely
actions, Regular analysis of Government policies,
assessing their implications and continued
engagement with Authorities.

Opportunity: Exploring alternative / local sources
of raw material to reduce dependencies.

1.8 8 ¢
AAA
dadad

Interruption of steam &
power from FPCL

Associated Objective:

Ensuring undisrupted plant
operations

¥

)

Backup boilers & gas turbines are available to

cater for any steam & power interruption / shortage.

Further, insurance coverage of FPCL & FFBL in
place to cover any adverse exposure.

Opportunity: Exploring alternative / additional
backup sources to avoid any disruption.

1 8 & ¢
AAA
dadd

Risk Category

Source

External Internal
Vs

Nature

Short Term . Medium Term ..

Short to
Long Term Long Term
N

. J

. G

Operational

1

Interest

w_ O\
N\ I ”_l -
o
Financial Liquidity
Strategic
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CORPORATE GOVERNANCE & COMPLIANCE

Corporate governance structure is fundamental in fulfilling the corporate purpose. It offers
a framework that facilitates the Board, management, and stakeholders in the effective
pursuit of corporate objectives. At the core of our corporate pursuits, the Board of Directors
serves as the catalyst for sound decision-making, driving corporate performance, and
charting strategic courses—ultimately fulfilling our dedication to shared value creation for

stakeholders.

Code of Conduct

The company’s code of conduct establishes clear expectations for the behavior of its employees, serving as a guide to
comprehend the fundamentals of policies anchored in the company’s values. Compliance with the code of conduct is anticipated
not only from employees but also from business partners, including bankers, contractors, and advisors, who are expected to align
their actions with the principles outlined in the code.

Best Corporate Practices

FFBL is committed to excellence, promoting adherence to proficient corporate and ethical practices, positioning itself as a model
corporate citizen. The Board strictly adheres to both international and local best corporate governance principles. All periodic
financial statements undergo a thorough approval process, being circulated to the Directors with endorsements from the CEO and
CFO before publication. Quarterly unaudited financial statements, accompanied by Directors’ Reviews, are promptly published
and shared with regulators within a month. Moreover, half-yearly financial statements, reviewed by external auditors, are circulated
within two months of the stipulated period, showcasing a commitment to transparency and timely financial reporting.

Corporate Governance Structure

Shareholders

External Audit / Board of
Review Directors
Human
Audit Investment Resource & Technical
Committee Committee Remuneration Committee
Committee
Internal
Audit
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Changes in the Board

The current board was formulated in August 2022 and will
complete its tenure in August 2025.

There have been no changes in the Board during the year.

Composition of the Board

The composition of the Company’s Board of Directors is in line
with the requirements governed by the Companies Act 2017,
Code of Corporate Governance, 2019 and other best practices
adopted under the Articles of Association.

This composition is carefully designed to encompass a
suitable blend of core competencies, diversity, and the
essential skills, knowledge, and experience required for
effective governance and decision-making processes.

The present composition of the Board is as follows:

Name Category

Mr. Wagar Ahmed Malik
Dr. Nadeem Inayat

Non-Executive
Mr. Sarfaraz Ahmed Rehman

Directors
Mr. Qamar Haris Manzoor
Syed Bakhtiyar Kazmi
Ms. Saira Nasir Independent

Ms. Pouruchisty Sidhwa Directors- Female

Mr. Bahauddin Khan Independent Director

Mr. Arif Ur Rehman Chief Executive Officer

None of the Board members hold directorship of more than seven listed
companies.

Diversity in Board

The company’s Board is characterized by a well-balanced
composition, consisting of a diverse group of highly qualified
professionals with varied portfolios. Their collective experience
spans across different types of companies, showcasing
versatility in both nature and working environments. The

Board members bring expertise in areas such as Financial
Management, Corporate Governance, Audit, Human Resource
Management, Procurement & Contract Administration,
Development Administration, and Insurance & Planning.

The diverse skill set within the Board reflects a comprehensive
understanding of various aspects crucial for the company’s

84 o 2023

functioning. They collectively bear the responsibility of
ensuring competent and integrity-driven governance

in the company’s affairs. This diverse and experienced
composition positions the Board to make well-informed
decisions and contribute to the overall success and
sustainability of the company.

Female Directors

FFBL continues to demonstrate a commitment to gender
diversity by maintaining female representation on its Board
of Directors. The Board currently includes two female
members, surpassing the minimum regulatory requirement
for gender diversity. This commitment reflects the
company’s recognition of the importance of inclusivity and
diverse perspectives in corporate governance.

Independent Directors

The Board of Directors comprises three independent
members, each having provided consent to serve as
directors and submitted a declaration confirming their
compliance with the independence criteria outlined in the
Companies Act of 2017. This underscores the company’s
commitment to transparency and adherence to regulatory
standards. The role of independent directors is pivotal,

as they contribute unbiased judgment and oversight,
enhancing the overall effectiveness and integrity of the
company’s governance structure.

Meetings of the Board

In compliance with regulatory requirement, the Board of
Directors convenes at least once per quarter. Furthermore,
special meetings are convened as necessary to address
significant matters.

The Company Secretary accurately recorded minutes of
all Board of Directors’ meeting proceedings and promptly
shared them with directors for endorsement and approval
in subsequent meetings.

During the year, following Board of Directors meetings
were convened to address routine and special matters

and offering guidance to the management. Adhering to
applicable laws, notices and agendas were circulated in
advance. The quorum was complete in all Board meetings,
facilitated by arrangements for virtual attendance by
directors, ensuring efficient and compliant decision-making
processes.
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Casual Vacancies filled during the Year

There were no casual vacancies throughout the year.
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Roles and
Responsibilities Of
The Board

The Board, acting on behalf of
shareholders, is entrusted with the
governance of the Company. This
involves providing directives to the
management, establishing performance
targets, and monitoring their realization.
The principal objective of the Board of
Directors is to enhance shareholders’
value. It focuses on strategic
considerations, regularly overseeing
the company’s operations in response
to evolving risks and opportunities.
Additionally, the Board plays a pivotal
role in formulating and reviewing the
company’s strategies, annual targets,
and financial objectives. Through these
responsibilities, the Board contributes
to the overall enhancement of the
Company’s performance and value.

Compliance with
the Best Practices of
Code of Corporate
Governance

The company diligently follows the best
practices of Corporate Governance. The
Statement of Compliance with the Code
of Corporate Governance, endorsed

by the Chairman of the Board and the
Chief Executive Officer, along with the
Auditor’s Review Report, is an integral
part of this report. This commitment
reflects the company’s dedication

to transparency, accountability, and
adherence to established governance
standards.
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Role of Chairman

Mr. Wagar Ahmed Malik serves as the
Chairman of the Board of Directors,
playing a crucial role in providing
effective leadership and direction to the
Board. His responsibilities encompass
fostering an environment conducive

to directors conducting the Board'’s
business in accordance with legal and
regulatory requirements.

In his capacity as Chairman, he is
involved in setting the agenda for Board
meetings, ensuring sufficient time for
in-depth discussions, and ensures
accurate recording of meeting minutes,
adhering to the provisions of the
Companies Act 2017.

He is entrusted with key responsibilities,
including:

e Ensuring the overall effectiveness
of the Board.

*  Empowering the Board to actively
contribute to the development and
determination of the Company’s
strategy and objectives.

e Ensuring the sustainable
development of businesses while
safeguarding the reputation of the
Company and its subsidiaries.

His leadership highlights a strong
commitment to the Board'’s efficiency,
strategic development, and adherence
to legal and regulatory standards.

Role of CEO

Mr. Arif ur Rehman, currently serving as
Chief Executive Officer, is entrusted with
the responsibility of providing effective
leadership to the management team.
He oversees routine operations and
manages the Company to ensure the
implementation of the Board’s policies
within defined limits.

In his capacity as CEO, he shoulders
the responsibility for executing the
Company’s long-term strategy,

aiming to create shareholder value.
This leadership role encompasses
ultimate responsibility for all day-to-
day management decisions and the
implementation of both the Company’s
short-term and long-term plans.

Serving as a direct liaison, the CEO
acts as the communication bridge
between the Board and the Company’s
management. He articulates the

views of the management to the

Board and represents the Company

in communications with shareholders,
employees, government authorities,
other stakeholders, and the general
public.

In his role as a leader within the
Company, Mr. Arif ur Rehman not only
motivates employees but also actively
champions organizational change.

Directors’ Training
Program

In compliance with regulatory
requirements, the Board members have
been appropriately certified under the
Directors’ Training Program from SECP
approved institutions.

Performance
Evaluation of
Directors Including
CEO

At FFBL, the regular practice of
evaluating the Board'’s performance
serves as a crucial measure to assess
the collective effectiveness of the Board,
its committees, individual members,
CEO, and Chairman. The primary
objective is to identify any performance



issues hindering the Board'’s
effectiveness, with a specific focus on
high-impact/low-performance areas and
opportunities for improvement.

The evaluation process includes an
individual assessment of Directors
conducted through peer evaluation,
ensuring the inclusion of every
member in the evaluation process and
generating comprehensive feedback.

The Board has established a formal
mechanism for evaluating its own
performance, the performance of
individual board members, and the
effectiveness of its Committees.

To introduce an external perspective and
enhance transparency while maintaining
anonymity, the Company has

enlisted the services of a consultant,

the Pakistan Institute of Corporate
Governance (PICG), to conduct

the Board evaluation. This external
evaluation aims to achieve several
objectives, including recalibrating

focus and agreeing on priorities,

raising pertinent issues to prompt

open discussion, and improving board
dynamics and engagement.

Directors’
Orientation

FFBL conducts an industry orientation
session for its new directors, designed
to provide them with a thorough
understanding of the company’s
operations. In accordance with the
requirements of the Companies Act
2017, the Chairman of the Board takes
the responsibility to comprehensively
communicate the duties, roles,
responsibilities, powers, term of office,
remuneration, as well as the Articles of
Association of the Company and the
Code of Corporate Governance to newly
appointed directors.

During the year, the absence of any
changes in the composition of the
board, no such orientation session was
conducted.

Directors’
Remuneration Policy

As per approval, each Director, other
than the regularly paid Chief Executive
Officer and fulltime working Director,

is entitled to be paid a fixed fee for
meetings attended by them. Moreover,
out-stationed Directors are also
entitled to reimbursement of travelling
and accommodation expenses as

per the actual expenses incurred in
consequence of his/her attendance of
Board / Committee meetings. In case
of international travel, the Directors are
authorized for daily allowance.

Related Party
Transaction

All transactions with related parties
arising in the normal course of business
are carried out on an unbiased, arm’s
length basis at normal commercial terms
and conditions, under the Company’s
Related Party policy.

In compliance with the regulatory
requirements, all related party
transactions are placed before the
Audit Committee for review and
recommendation to the Board of
Directors at the end of each quarter.

The same are then considered and
approved by the Board keeping in view
the Committee’s recommendations.
Any transactions where majority of the
directors are interested, are referred to
the shareholders in General Meeting for
approval.

Details of all related party transactions
including the name, basis of relationship,
percentage holding, nature and amount

have been appropriately disclosed in
Note 39 of the Financial Statements.

The Company’s Code of Business
Ethics obligates all directors to formally
disclose any vested interests held by
them in their individual capacity. The
Company Secretary finalizes agenda
points of Board meetings after obtaining
information regarding vested interests
and extent thereof.

No director of the Company takes part in
the discussion or vote relating to contract
or agreement where they are concerned
or interested. Where majority of directors
are interested, the matter is laid before
the General meeting for approval.

Matters Delegated
to Management

The CEQ is responsible for ensuring
execution of the Company’s routine
business operations, in an efficient and
ethical manner, in line with the Board’s
approved strategies and in compliance
with legal requirements.

The management is responsible for

the identification and administration

of key risks and opportunities in the
Company’s ordinary course of business.
It is also responsible to establish and
maintain a system of internal controls,
prepare / present financial statements in
conformity with the approved accounting
standards and the requirements of the
Companies Act, 2017.

Key Board Polices

Insider Trading

The Board of Directors of FFBL has
approved the insider trading policy

for the Company. This policy also
applies to material, unpublished

price sensitive information relating to
any other company, especially FFBL
group companies, with publicly-traded
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securities. The Company expects that
insiders will maintain the confidentiality
of information entrusted to them by

the Company or its customers, except
when disclosure is authorized or legally
mandated. Unauthorized disclosure or
use of Company information, including
improper trading in the Company’s
securities, is prohibited, as insider
trading is both unethical and illegal..

Investor Grievances
Policy

Investor grievances are the complaints
or resentments raised by investors
against a listed Company. The purpose
is to provide a process for the effective
management and resolution of concerns,
disagreements or complaints that may
arise between the investor and the
Company. Further, it exists to facilitate an
environment where all stakeholders can
voice their concerns so that these can be
dealt with fairly and expeditiously using

a transparent and consistent process.
Complaints can be reported through
e-mail and regular mail. A designated
e-mail ID “secretary@ffbl.com” has been
created and the same is displayed on
our website.

Committees of the
Board

Audit Committee

The primary objective of the Committee

is to assist the Board of Directors in
overseeing the Companies’ financial
reporting process, encompassing the
evaluation of the internal control structure.
Additionally, the Committee is entrusted
with monitoring the risk management
process and evaluating the effectiveness of
the internal audit function.
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To maintain transparency and
independence in the Internal Audit
function, the Head of Internal Audit
directly reports to the Audit Committee.
Furthermore, FFBL emphasizes
accountability and oversight by having
the Audit Committee approve the
annual internal audit plan, followed by a
quarterly review to assess its progress.

Presence of the Chairperson
Audit Committee at the AGM

Board is acting on behalf of
shareholders, in order to comply within
fiduciary duty. To address any concerns
and queries raised by the shareholders,
Chairperson Audit Committee, was
present at General Meetings held during
the year.

Composition of Audit
Committee

The Committee comprises of four
members, including its Chairperson, all
of whom are non-executive directors,
while three are independent directors.
The Audit Committee consists of
following Directors:

e Ms. Saira Nasir
Chairperson

e Syed Bakhtiyar Kazmi
Member

e Ms. Pouruchisty Sidhwa
Member

¢ Mr. Bahauddin Khan
Member

Terms of Reference

Salient features of Audit Committee’s ToR
are as follows:

*  Review of annual and interim financial
statements of the Company including
Director’s Report, prior to their
approval by the Board of Directors.

*  Review of the scope, terms of
reference and extent of internal
audit, audit plan, reporting
framework and procedures and
ensuring that the internal audit
function has adequate resources
and is appropriately placed within
the Company.

e Ascertaining that the internal control
systems including financial and
operational controls, accounting
systems for timely and appropriate
recording of purchases and sales,
receipts and payments, assets and
liabilities and the reporting structure
are adequate and effective.

*  Review the annual business plan/
budget, including cash flow
projections, forecasts and strategic
plan before recommending it to the
Board.

e Ensure that the Company
implements sound fundamental
principles that facilitate the
identification, measurement,
monitoring and control of risks.

e Ensure that Company’s overall risk
exposure is maintained at prudent
levels and consistent with the
Company’s strategy.

*  Ensuring effectiveness of
whistleblowing mechanism.

e Monitoring compliance with laws
and regulations.

Meetings during the year

The Committee meets at least once
every quarter and assists the Board in
fulfilling its oversight responsibilities.
Separate meetings were also held with
the Company’s external and internal
auditors in compliance with regulatory
requirements. During the year, following
meetings were held;



23 Jan 23

19 Apr 23

20 Jul 23

20 Oct 23

13 Dec 23

Ms. Saira Nasir

o

9

Syed Bakhtiyar Kazmi

9

o

Ms. Pouruchisty Sidhwa

9

9

Mr. Bahauddin Khan

QAN

9

9

QAN

QAN

Investment Committee

The Investment Committee facilitates the Board in making
decisions pertaining to new investments / divestments /
diversifications by presenting its findings for Board’s review
and seeks approval for acquisition or expansion involving
attractive returns, satisfactory growth and success potential.

Composition of Investment Committee

The Committee comprises of four members, including its
Chairman. The Investment Committee consists of following
Directors:

e Dr. Nadeem Inayat Chairman
*  Mr Sarfaraz Ahmed Rehman Member
* Ms. Saira Nasir Member
e Mr. Bahauddin Khan Member

Terms of Reference

Salient features of Investment Committee’s ToR are as follows:

*  Review external growth opportunities, potential
diversification projects, acquisitions, or divestment
of existing projects/ventures, as proposed by the
Management.

e Review Management’s proposals for strategic alliances
with other entities / companies to achieve growth or
diversification objectives of the Company.

* Review and approve financial model of investments
including source of funding.

*  Review and monitor quarterly reports on investment /
divestment activities, portfolio performance and capital
requirements and usage.

Meetings during the year

The Committee meets as and when required. During the year,
following meeting were held:

13 Jul 23

Dr. Nadeem Inayat

Mr. Sarfaraz Ahmed Rehman

Ms. Saira Nasir

QAN

Mr. Bahauddin Khan

Special Investment Committee

During the year the Board also formed special investment
committee comprising independent directors for special
purpose i.e. Divestment of FFBL Shareholding in FML.

The Committee meeting for the purpose held in Jul 2023.
Attendance of the meeting is as under:-

21 Jul 23
Ms. Saira Nasir 0
Mr. Bahauddin Khan &
Ms. Pouruchisty Sidhwa 0

Human Resource and Remuneration

Committee

FFBL's HR&R Committee assists the Board in fulfilling its
oversight responsibilities in relation to human resources and
remuneration policies and to establish a plan of continuity for
Company’s executives and other senior management.

Directors’ Report 89




Composition of Human Resource and
Remuneration Committee

The Committee comprises of three members, including its
Chairperson, all of whom are non-executive directors, while
chairperson is an independent director. The HR&R Committee

consists of following Directors:

e Ms. Pouruchisty Sidhwa
e Mr Sarfaraz Ahmed Rehman

¢ Dr. Nadeem Inayat

Terms of Reference

Chairperson
Member

Member

Salient features of HR&R Committee’s ToR are as follows:

e To assist the Board in the fulfilment of its Enterprise Risk
Management oversight specifically relating to succession
planning risks, labor risks and business risk implications
of company’s compensation policies and programs.

10 Jan 23

11 Apr 23 11 Jul 23 17 Oct 23

To periodically review and recommend to the Board,
human resource remuneration management policies.

To review and approve the annual salary increments
review and approve management recommendations
on performance evaluation, development programs,
total remuneration, proposed personnel changes and
succession planning of all executives reporting to CEQ.

Periodic review of Organizational structure for its
effectiveness and efficiency.

Review and approve management recommendations
on performance evaluation, development programs,
total remuneration, proposed personnel changes and
succession planning of all executives reporting to CEQ.

Meetings during the year

The Committee meets at least once every quarter. During the
year, following meetings were held;

12 Dec 23

Ms. Pouruchisty Sidhwa

9

9 9 9 9

Mr. Sarfaraz Ahmed Rehman

9

9 9 9 9

Dr. Nadeem Inayat

9

8 9 8 @
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Technical Committee

The Technical Committee facilitates the Board in making
decisions pertaining to technical matters relating to plant
operations including CAPEX, production plan and HSE
performance by presenting its findings for Board’s review.

Composition of Technical Committee

The Committee comprises of a minimum of three members,
including at least one independent Director. The technical
Committee consists of following Directors:

e Mr. Qamar Haris Manzoor Chairman
e Mr Sarfaraz Ahmed Rehman Member
e Mr. Arif ur Rehman Member
e Mr. Bahauddin Khan Member

Terms of Reference

Salient features of technical committee’s ToR are as follows:

Review of the Company'’s Technical part of annual CAPEX
/ OPEX Budget including yearly production plan and KPls
and recommend for Board’s approval.

Review of the HSE Performance and plant performance /
KPI's actual vs budgeted on quarterly basis.

Review of the plant KPIs and its benchmarking with local
and foreign industry (Yearly Basis).

Review the proposals, suggested by the Management, on
the recent trends in use of technology in production and
marketing of fertilizers.

Meetings during the year

The Committee meets at least twice and otherwise as required.
During the year, following meetings were held;

17 Apr 23 19 Jul 23 18 Oct 23 4 Dec 23

Mr. Qamar Haris Manzoor

9

Mr. Arif ur Rehman

9

Mr. Sarfaraz Ahmed Rehman

(%)

Mr. Bahauddin Khan

QS
QS
QS

9
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STAKEHOLDERS" ENGAGEMENT

We believe that fostering
strong relationships with
communities, customers,
shareholders, and other
groups of external
stakeholders can help
companies understand
and meet their needs.

We regularly engage

and interact with our
stakeholders to apprise
them on our performance
and to seek their valuable
input and insight on how
we can further improve and
create lasting impact on our
society.

ANNUAL 2023
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Analysts’ Briefing

During the year, the Company
organized four analysts’ briefings. In
these sessions, the Chief Executive
Officer and Chief Financial Officer
provided comprehensive insights
into the Company'’s operational and
financial performance, shedding light
on the future outlook. Following these
presentations, detailed ‘Questions &
Answers’ sessions were conducted,
highlighting the Company’s dedication
to a transparent and ever-evolving
approach to engaging stakeholders.

These briefings garnered substantial
interest, drawing attendance from
representatives of the Pakistan Stock
Exchange (PSX), shareholders and
analysts from across the country.

Encouraging
Minority
Shareholders to
Attend General
Meetings

The Company encourages shareholders
to regularly attend shareholders’
meetings. Notices of Annual General
Meetings (AGM) and any Extra Ordinary
General Meetings (EoGM) are sent to

all Shareholders of the Company well in
advance i.e. more than 21 days before
the date of meeting. Notices of these
meetings are also published in two
leading newspapers in English as well
as in Urdu, website and PUCARS having
Country-wise circulation.

All shareholders irrespective of their
shareholding can appoint proxy,
participate through, postal ballot, video
conference (VC) and vote through

e-voting. They can suggest, propose,
comment, record their reservations
during the meeting, and enjoy full
rights to propose and second any
agenda item presented.

They can demand the draft minutes

of meeting within stipulated time post
the event and are privileged to object

on any intended major investments,
planned acquisitions, mergers and
takeovers or any other corporate / capital
restructuring.

FFBL values and honors the
shareholders’ inputs, records their
concerns, prepositions, suggestions in
minutes and keeps them abreast on the
progress and subsequent actions.

Investor Relations
Section on FFBL
Website

FFBL’s corporate website provides
comprehensive information regarding the
Company and its Group in addition to
requirements of the applicable regulatory
framework. The ‘investor relations’
section is regularly updated to provide all
information pertaining to dividend history,
financial highlights, financial results,
detail of unpaid / unclaimed dividend &
shares, pattern of shareholding, free float
of shares, average share price and other
requisite information.

To update shareholders about the
operations, growth and state of affairs of
the Company, the management promptly
disseminates all material information
including announcement of interim and
final results to Pakistan Stock Exchange
(PSX). Quarterly, half yearly and annual
financial statements are accordingly
circulated within stipulated timeframe to
all concerned.



In compliance with the requirements of
applicable regulatory framework and

to better facilitate the stakeholders, the
website is maintained in both English and
Urdu languages. The Company’s website
may be accessed through the link Home
- FFBL.

The online pdf version of the report will

be considered the most current version
and takes precedence over any previously
printed version. The online PDF version
can be accessed at Investor Relations -
FFBL.

Shareholders’
Meeting

The Annual General Meeting (AGM) of the
Company took place on March 28, 2023,
with the primary agenda of approving

the Annual Financial results for the year
2023. Additionally, an Extraordinary
General Meeting (EOGM) was convened
on August 18, 2023, specifically for
addressing special business matters that
required shareholders’ approval, beyond
the statutory requirements.

During both meetings, shareholders
raised general queries and sought

clarifications on agenda points and
various aspects of the business. These
queries were thoroughly addressed,
providing satisfactory resolutions and
ensuring transparency in communication
with the shareholders.

Shareholders’ visit
to FFL Plant Bhalwal

On June 13, 2023, FFBL organized a
visit to the FFL Plant Bhalwal with the
primary objective of offering shareholders
a comprehensive understanding of FFL’s
operations and an immersive exposure to
its manufacturing processes.

During the visit, shareholders received
detailed briefings on various facets of
FFL’s operations, including its production
processes, adherence to quality
standards, and strategic positioning in the
market. This initiative was undertaken to
enhance transparency and accountability,
fostering a stronger bond between the
company and its shareholders.

Such proactive measures not only
promote openness but also play a pivotal
role in fortifying the relationship between
the company and its stakeholders. This,

in turn, contributes significantly to the
creation of long-term shareholder value
and overall corporate success.

Issues Raised in the
Last AGM, Decisions
Taken and their
Implementation

The clarifications made by the
management to issues raised are as
under:

Non-payment of
Dividend / Bonus shares
by Company

Shareholders were apprised that
considering the inventory pileup, policy
rate, debt burden which the Company
have accumulated during the period
and economic situation both nationally
and internationally during 2023 made it
impossible for the Company to distribute
cash dividend, until the Company
becomes stable and improves its debt
equity structure.
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Further, it was emphasized that super tax
and exchange rate loss have significantly
disturbed the EPS of the Company
including consolidated EPS. Impact of
super tax (Rs. 2 / share) and exchange
rate (Rs. 4 / share) is around Rs. 6 / share
and by adding this impact to the overall
consolidated EPS, the Company would
have achieved much better consolidated
EPS.

Chairman further added that market share
price is not reflecting the intrinsic value of
the Company because of uncertainty in
the Country.

Shareholders were also apprised that
several representations have been made
to the GoP in past and continuous efforts
are in process to resolve the matter of
general sales tax being charged to the
local manufacturer of DAP whereas
exemption is given for the same to
importers. Further, imposition of super tax
(10%) on Fertilizer Sector was also put up
for the consideration of the Government.

Management’s key focus was to bring

the FML’s losses down from over Rs.

2 billion per annum and since last one

to two years losses have been brought
down to Rs. 0.5 billion per annum. Further,
Management is also focusing to improve
the capacity factor of the plant and then in
parallel start small exports to test various
export markets.

Shareholders were also apprised that the
debt of Fauji Foods Ltd has been settled
and operationally FFL has achieved
positive EBIDTA and better results

are expected in future. FPCL is also
generating better results on investment.

Shareholders apprised that a research-
based program with Hyundai (OEM
contractors) has been started in various
steps. Further, the damage of Sulphur
can be controlled with the help of calcium
carbonate and some other techniques to
avoid the damage so the management

is confident that the usage of local coal
will not impact life of boilers, environment,
safety and reliability.

Pattern of
Shareholding

Please refer page 324.

Internal Control

The internal control system of FFBL is
very comprehensive and is effectively
implemented and monitored regularly.
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It is designed to reasonably ensure that
the Company complies with policies,
plans and laws and efficiently uses the
resources to accomplish goals, besides
availability and integrity of financial and
management information.

The Company has prioritized its emphasis
on control procedures of each business
unit to confirm that corporate policies are
executed and corrective actions, when
necessary, are taken.

Whistleblowing

FFBL has placed a well-defined whistle
blowing policy to achieve the highest
possible standards of transparency,
honesty, integrity, fairness and
accountability by fearlessly participating in
the process.

The whistle blowing policy provides an
internal procedure to resolve work related
issues fairly. The work problems may

be related to situations where employee
feels that established Organizational
policies and practices have been violated
or have not been consistently applied,

or any other matter of serious concern
(i.e. money laundering, bribe, malicious
act, violation of laws or unethical

practices etc.) to employees and other
stakeholders.

As per the requirements of the policy,
confidentiality of complainants is
maintained to protect them from any
form of retaliation or victimization for
genuinely held concerns that are raised in
good faith. Further, all concerns reported
are investigated confidentially by the
Internal Audit Department which are also
presented on a quarterly basis to the
Audit Committee.

Concerns can be raised at https://www.
ffbl.com/about/governance/whistle-
blowing/.

Board Statement

of Compliance and
Authorization of
Financial Statements

Directors are pleased to state that:

* The financial statement, prepared by
the management of the Company,
present fairly its state of affairs, the
result of its operations, cash flows and
changes in equity.

* Books of account of the Company
have been maintained properly.

Appropriate accounting policies

have been consistently applied in
preparation of the financial statements
and accounting estimates are based
on reasonable and prudent judgment.

International Financial Reporting
Standards, as applicable in Pakistan,
have been followed in preparation of
the financial statement. Any departure
there from has been adequately
disclosed.

The system of internal control is sound
in design and has been effectively
implemented and monitored.

There are no significant doubts
regarding the Company’s ability to
continue as a going concern.

There has been no material departure
from the best practices of corporate
governance, as detailed in the listing
regulations.

Information regarding outstanding
taxes and levies, as required by listing
regulations, is disclosed in the notes to
the financial statements; and

Statement of value of investments in
respect of employees’ retirement plan
has been given in note to the financial
statements for employee gratuity fund
and note for employees’ provident fund.
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Stakeholders

Institutional Investors

Customers And Suppliers

Banks and Other Lenders

FFBL acknowledges and
honours the trust our investors
pose in us by providing a steady
return on their investment. We
rigorously enforce a transparent
relationship with all our
stakeholders.

FFBL has invested significantly
over the years in customer
relationship management.
Through Agri. Services,

FFBL has been continuously
inducing changes in agricultural
production and is highlighting
the importance of rapid and
efficient transfer of advance
knowledge to farmers for their
sustainable economic growth.

Our continuous and sustainable
growth is also attributable

to engaging reputed and
dependable suppliers as
business partners for supply of
raw material, industrial inputs,
equipment and machinery.

Banks and other financial
institutions are engaged by the
Company regularly for borrowing
and investments as well as other
financial transactions.

Regular

Regular

Regular

General meetings, Annual and
Quarterly Reports

Periodic formal and informal
meetings

Regular meeting are held on
financing requirements, capital
restructuring and other financial
transactions on regular basis

The providers of capital allow
FFBL the means to achieve its
vision.

Our success and performance
depend upon the loyalty of our
customers, their preference of
the our brand and our supply
chain management.

Dealings with banks and lenders
is key to FFBL’s performance

in terms of efficiency and
effectiveness in financial
transactions
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Regulators

Analysts

Employees

Local Community And
General Public

FFBL prides itself in being a
responsible corporate citizen
and abides by the laws and
regulations of Pakistan.

In order to attract potential
investors, FFBL regularly
engages with analysts on
details of projects already
disclosed to the regulators,
with due regard to regulatory
restrictions imposed on inside
information and / or trading,
to avoid any negative impact
on the Company’s reputation
or share price

FFBL’'s commitment to its
most valued resource, a
dedicated and competent
workforce, is at the core of
its human resource strategy.
FFBL provides a nurturing
and employee friendly
environment while investing
considerably in local and
foreign employee trainings.

FFBL engages with general
public at large through

its CSR activities. This
engagement helps to identify
needed interventions in the
field of education, health and
general economic uplift of the
society.

Regular

Quarterly

Regular

Regular

Meetings with officials,
submissions of data for
review and compliance
purposes.

Analysts’ Briefing

Top leadership CEO interact
with all employee on regular
coffee sessions held
throughout the year.

Town hall meeting is arranged
where employees are
informed on performance,
upcoming challenges and
future plans by the CEO.

Meetings and one-on-one
engagements

Laws and regulations,
determination of prices and

other factors controlled by the

Government affect FFBL and
its performance

Providing all the required
information to analysts

helps in clarifying any
misconception / rumour in the
market and creates a positive
investor perception.

FFBL’'s employees

represent its biggest asset,
implementing every strategic
and operational decision and
representing the Company in
the industry and community

The people of the Country
provide the grounds for FFBL
to build its future on.
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INFORMATION COMMUNICATION TECHNOLOGY

FFBL embraces technology as a catalyst for transformation. Our investments in ICT

infrastructure ensure operational efficiency, enabling effective decision-making and a

competitive edge in the dynamic technological landscape.

The Fauiji Fertilizer Bin Qasim Limited
(FFBL) recognizes the crucial role

of Information Communication
Technology (ICT). To harness the
benefits of ICT, FFBL has proactively
implemented policies, regulations,
standards, incentives, and capacity
building programs. This strategic
approach aims to enhance the
company’s performance, profitability,
sustainability, and social impact. FFBL
dedicates resources to develop and
maintain operational efficiency, striving
to secure a competitive advantage

in the contemporary technological
landscape. The company’s commitment
to digital transformation is evident
through substantial investments in

ICT infrastructure, fostering effective
decision-making and overall operational
enhancement.

ICT Governance and
Cybersecurity

Information Communication Technology
(ICT) governance and cybersecurity

are pivotal components within FFBL,
ensuring the efficiency, reliability, and
safety of processes.

ICT governance involves the
implementation of policies, processes,
and structures guiding the use of
information and communication
technologies. Simultaneously,
cybersecurity safeguards information
systems and data against unauthorized
access, use, modification, or
destruction.

Given the increasing complexity and
interconnectivity of ICT systems, there is
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a focus on coordination and integration
across different departments, functions,
and locations. As critical operations
increasingly rely on ICT systems,
including process control and quality
assurance, attention is directed toward
potential cyber threats from external
sources.

The cybersecurity team is vigilant
against various threats, such as
hackers, competitors, activists, or state-
sponsored agents, recognizing potential
motivations related to economic,
political, or ideological factors.
Compliance with regulatory and legal
requirements, covering areas such as
data privacy, environmental protection,
and safety standards, is rigorously
maintained.

FFBL adopts a holistic and proactive
approach to ICT governance and
cybersecurity, involving:

1. Vision and Strategy: Establishing
a clear vision and strategy for ICT
governance and cybersecurity
aligned with the organization’s
goals and values.

2. Policies and Procedures:
Developing and implementing
comprehensive policies, standards,
and procedures covering areas
such as roles and responsibilities,
risk assessment and management,
incident response and recovery,
training and awareness, monitoring,
and auditing.

3. Technological Investment:
Investing in appropriate
technologies, tools, and
resources for ICT governance and

cybersecurity, including firewalls,
antivirus software, encryption,
backup systems, disaster recovery
plans, and security experts.

4. Stakeholder Engagement:
Engaging with relevant
stakeholders, such as customers,
suppliers, regulators, and industry
associations, to share best
practices, exchange information,
and collaborate on common issues.

Recognizing the strategic impact,

ICT governance and cybersecurity
are not solely technical concerns but
also strategic ones which significantly
influence the competitiveness,
reputation, and sustainability of the
Company.

Oversight on ICT
Governance and
Cybersecurity
Matters

By exercising effective oversight on ICT
governance and cybersecurity matters,
FFBL is actively pursuing a path of
enhanced resilience, trustworthiness,
and competitiveness in the digital era.
This proactive approach reflects the
industry’s commitment to addressing
the evolving landscape of ICT
challenges and ensuring the sustained
security and integrity of its operations.

ICT Strategy
Committee

FFBL Strategy committee is tasked
to align ICT Services and Resources



with the strategic direction of the
organization. Committee carries out
following actions:

*  Approve all ICT Projects to enhance
efficiency and realize full potential
of ICT system.

*  Monitor progress of all ICT Projects
and compare with the planned
progress.

*  Approve ICT Policies to align
FFBL's strategic objectives with ICT
operations.

ICT Steering
Committee

FFBL steering Committee has been
established with the objective of deriving
maximum value from all related ICT
investments. It reports progress to ICT
strategy committee on quarterly basis.
Committee carries out following actions:

*  Undertake projects which have
been duly approved.

*  Monitor progress of projects and
compare with the planned progress
as anticipated.

e Draft / Formulate ICT Policies
according to strategic and
operational needs.

ICT Governance and
Cyber Security Policy
and Programs

Efforts have been diligently directed
towards establishing and implementing
robust ICT governance and
cybersecurity policies and practices,
aligning with international standards and
best practices such as ISO/IEC 27001,
NIST Cybersecurity Framework, or
CMMC Controls. These comprehensive
policies and practices encompass:

1. ICT Governance: Defining roles
and responsibilities for ICT
decision-making and oversight,
ensuring alignment of ICT
objectives and strategies with the
organization’s business goals and
values.

2. ICT Risk Management: Identifying,
assessing, treating, and monitoring
ICT-related risks that may impact
the organization’s performance or
compliance.

3. ICT Security Management:
Implementing technical and
organizational measures to protect
ICT assets from unauthorized
access, use, disclosure,
modification, or destruction.

4. ICT Incident Management:
Preparing plans and procedures
to respond to and recover from
ICT incidents that could disrupt
the organization’s operations or
services.

5. ICT Compliance Management:
Verifying the organization’s
adherence to applicable legal,
regulatory, contractual, or ethical
requirements concerning ICT
governance and cybersecurity.

Evaluation and
Enforcement of
Legal and Regulatory
Implications of
Cyber Risks

Information Security unit regularly
evaluates the legal and regulatory
framework with respect to cyber
risks. Best practices are being
studied / adopted continuously
with an aim to adequately manage
/ monitor cyber risks. Any changes
in the laws and regulations, such

as Copyright Ordinance 1962,
Prevention of Electronic Crimes Act
2016 are monitored by the function in
coordination with the legal department.
Also, cybersecurity policy of Pakistan
2021 has been adopted in letter and
spirit and practices aligned accordingly
and disclosed as such in the outlined
ICT governance and cybersecurity
programs, policies and procedures in
place at FFBL. There was no breach of
cyber security during the year.

Early Warning System

FFBL information security follows NIST
identify, protect, detect, respond and
recover framework. Attack surface
identification, protection and detection
of threats carried out on an ongoing
basis.

Security Assessment

FFBL has established thorough
management system procedures that
integrate provisions for third-party
independent security assessments

of its technology environment. The
company consistently collaborates
with leading cybersecurity firms

and third-party solution providers to
conduct penetration testing, security
assessments, and the fortification of
its information systems. This proactive
engagement with external experts is
part of an ongoing strategy to ensure
the robustness of FFBL’s cybersecurity
measures. Since 2021, FFBL has
adopted a continuous methodology,
using its in-house resources, to
conduct regular penetration testing of
its information assets. This includes
cyclically testing client and server
computing machines, as well as
communication and storage devices,
demonstrating a commitment to
maintaining a high level of security for
its information systems. The company
also expresses its intention to further
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expand its professional associations in
the future, highlighting a dedication to
staying at the forefront of cybersecurity
practices.

Cybersecurity Training

and Education

FFBL places a high priority on
cultivating a cybersecurity-aware
workforce, recognizing the crucial
role of employees in maintaining

the effectiveness of its cybersecurity
program. The company actively
conducts in-house awareness
sessions, addressing various facets
of cybersecurity, for all employees.

To further disseminate awareness,
information about emerging cyber
threats is regularly communicated
through emails to all company users.
FFBL remains vigilant about staying
informed on the latest cybersecurity
news and international developments,
ensuring the organization remains
abreast of global trends and evolving
threats in the cybersecurity landscape.

Infrastructure
Security &
Operations

As a continual improvement program of
ICT infrastructure security & operations,
some of the initiatives taken in this
regard are:
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Optimized Data

Centre(s) Operations

Data center(s) at FFBL are being
designed by creating the needs of

swift operations, convenience, and
efficiency. As a strategic road map,

we are bringing automation in Data
Center Operations as a journey towards
software-defined data center(s).

Server virtualization of data center(s)
has been done, resulting therein
reduced carbon footprint, lessen energy
consumption, improved fault tolerance,
swift recovery operations in any disaster
situation with considerably improved
Total cost of ownership (TCO).

Going forward, we are ensuring
infrastructure reliability & security by
replacing End-of-Life (EOL) & End of
support (EOS) equipment both at Head
Office and Plant Site.

Enhanced Security of
Enterprise Network

FFBL keeps a very close eye on
growing risk vectors in cyber security
as well as on solutions that provide
users with enhanced visibility into the
computing devices on their enterprise
networks. At FFBL, cybersecurity eco
has been enhanced with replacement/
upgradation of firewalls to next
generation firewalls, that will be helpful
to meet today’s ever-expanding attack
surface, delivering not only visibility

of the network environment, but also
ensuring enforcement of dynamic policy
control.

Business
Intelligence
Dashboards - Digital

Transformation

FFBL has been a leader in adopting
technological innovations as a
frontrunner in sustainability and
operational excellence. The Company
strongly believes in heightened
collaboration between its technical and
other functional areas which help steer
the selection and implementation of its
information systems. The latter provides
greater integration amongst cross-
functional teams to induce effective
planning, coordination and decision
making during various activities.

In pursuance of gaining process
efficiency & paperless office operations,
digital transformation is part of
Company’s ICT Strategy. The Company
has also initiated a project for Enterprise
Data Management and Analytics for
helping the management in making data
driven decisions. In this regard, various
business intelligence (Bl) dashboards
are developed for FFBL’s senior
management and operational staff, to
facilitate insightful decision making.




Microsoft 365 - Digital
Transformation

FFBL has successfully transitioned
from Lotus Domino Email solutions to
Microsoft 365 Outlook email solution.
Microsoft Outlook 365 is a cloud-based
email and calendar service that offers
many benefits for users in FFBL Group.
It has helped users:

a. Access Email, Office, Teams
Meeting, cloud data storage
(OneDrive) and SharePoint from any
device, anywhere, anytime.

b. Subscription based model for MS
Office applications for cost effective
utilization.

c. Ample data storage for everyone
(email, OneDrive, SharePoint).

d. It also strengthens email and data
security of FFBL users with built-
in security and compliance tools
including monitoring of system
health and user logs.

e. Ease of administration of suite and
user-friendly interface.

Cost Effective
Development (.Net) -

Digital Transformation

FFBL is transforming its existing set of
applications to The .NET platform which
is a powerful and versatile framework
for developing and transforming
applications across multiple devices

and platforms. It offers a rich set of
tools, libraries, and languages that
enable developers to create high-
performance, secure, and scalable
solutions.

Review of Business
Continuity Plan &
Disaster Recovery
Plan

The Company's all-encompassing
Business Continuity Plan including the
Disaster Recovery Plan is reviewed
and tested periodically to minimize
probability of operational disruption in
case of any disaster.

Business Continuity
Planning

FFBL has implemented a robust
Business Continuity Plan to ensure
uninterrupted business operations and
maintain a competitive edge. The plan
involves the engagement of external and
internal stakeholders in identifying and
formulating risk mitigation strategies
for critical business functions during
adversities. The company conducts
mock exercises regularly to enhance
employee readiness in coping with
disasters, showcasing a proactive
approach to minimizing operational
disruptions. This commitment reflects
FFBL'’s dedication to sustaining

seamless business operations even in
challenging circumstances.

Disaster Recovery
Planning

FFBL'’s Disaster Recovery Plan is

the linchpin of its overall Business
Continuity strategy. As part of the

Plan, the Company has established an
alternate Disaster Recovery site with
back-up servers and other necessary
infrastructure to mitigate operational
disruption in case of disaster.

Policies and procedures are in place to
provide smooth transition of operations
from primary site to Disaster Recovery site
with assigned responsibilities of critical
roles which ensures recovery of data,
communications and network operations
in the event of an unexpected and
unscheduled interruption.

Offline Back-Up
Solution

Enterprise Information Systems’
confidentiality, integrity and availability

are crucial for business success. Cyber
threats are on the rise, which may
compromise any or all of these areas. As
protection against ransomware, an ‘offline
backup’ solution has been designed and
deployed for business-critical assets by
repurposing existing equipment.
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Our success is deeply
rooted in the strength

of our social bonds and
relationships. At FFBL,

we believe that genuine
connections with our
stakeholders are invaluable
assets, shaping our
reputation, resilience, and
overall impact.

Aspiring to lead in serving Pakistan’s
agriculture industry, FFBL places a
strong emphasis on maintaining the
highest level of social responsibility
towards its stakeholders. The company
has seamlessly integrated its CSR
(Corporate Social Responsibility)
strategy into its culture and core
values. FFBL is deeply committed to
being a source of value creation for all
stakeholders, prioritizing the well-being
of the communities where it operates.
With a genuine desire to leave a lasting
impact on society, FFBL is dedicated
to fostering inclusive and sustainable
growth as part of its overarching
commitment to social responsibility.

Highlights of
Corporate Social
Responsibility

Philanthropic
Donations

The Company has consistently
demonstrated its commitment to
corporate social responsibility (CSR)
through regular donations aimed at
promoting education, sports, and basic
health facilities for the underprivileged.
Engaging in national causes and

welfare activities is a cornerstone of
FFBL's CSR initiatives. The company
views CSR as an ever-evolving and
continuous process embedded at the
core of its operations. FFBL prioritizes
local needs in collaboration with the
community and local government.

Recognizing the participative
relationship it shares with society, FFBL
persistently invests in interventions
related to education, health, sports,
and various sponsorships. In the past
year, FFBL’s significant monetary
contributions towards these causes
amounted to Rs. 341 Million, reflecting
the company’s tangible impact on
social well-being and community
development.

FFBL Energy
Management Policy

As a company operating in an energy-
intensive sector, FFBL (Fauji Fertilizer
Bin Qasim Limited) recognizes the
significance of reducing the energy
intensity of its products, aligning both
with its corporate interests and social
responsibility. In adherence to its
commitment to energy conservation
and efficiency improvement, FFBL has
implemented several initiatives. These
encompass critical measures such as
the Ammonia Plant BMR (Balancing,
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Modernization, and Rehabilitation), DAP
(Diammonium Phosphate) revamp,

and the commissioning of a Hydrogen
Recovery and Reverse Osmosis unit.

The FFBL management firmly believes
that environmental protection is not
only an ethical and legal obligation but
also a key driver for overall success.
This commitment is clearly articulated
in the company’s policy, reflecting its
dedication to sustainability, responsible
business practices, and making a
positive impact on the environment.

Green Energy at Head
Office

During the year, the Company invested
to enhance the capacity of Solar system
which now meets 50% of head office
total load.

Besides reduction in monthly electrical
cost, it also adds to the step taken
towards go green strategy and
ultimately reduces harmful emissions
and contributes towards environment
friendly systems.

Cost Saving Through
Energy Conservation

Saving of Rs .5 M per annum achieved
through replacement of Lights
(conventional lights with LEDs) and

Air Conditioners (fixed speed ACs with

inverter technology). These have higher
energy saving and lesser maintenance

cost and greater reliability.

Green Energy at TFA

Installation of Solar Power Project of
200KW at Tank Farm Area (TFA) will
result in cost saving through reduced
OPEX cost by lesser electricity bills and
promotes environment by producing the
green energy

Environment Excellence
Awards 2022

FFBL was awarded with Environment
Excellence Award at the 20th Annual
Environment Conference & Excellence
Awards 2023 ceremony, hosted by
the National Forum for Environment &
Health (NFEH), at Karachi.

Annual CSR Award
2022

FFBL’s Corporate Social Responsibility
(CSR) initiatives won accolade, and
awarded with Employee Health safety
Program, Sustainability Initiative &
Community Impact Awards, at the 12th
Int’l CSR Summit 2023 organized by
TPN.

Environmental
Protection Measures

FFBL has been committed to its
responsibility of protecting, preserving,
and enhancing the environment since
the commissioning of its plants. The
company’s management firmly believes
that environmental stewardship is not
only an ethical and legal duty but also a
key mechanism for long-term success
and sustainability.

To reinforce its efforts in preventing
pollution in air, water, and soil, FFBL
obtained ISO certification for its
Environmental Management System in
2006, and currently holds certification
according to the latest version, ISO
14001:2015. Notably, FFBL is a
pioneering entity in the fertilizer industry
that has embraced an environmentally
friendly Phosphate-based cooling water
treatment program.

Over the years, FFBL has consistently
adhered to environmental standards
such as the Sindh Environment Quality
Standards (SEQS) and has remained
in compliance with legal requirements.
The company regularly invests in state-
of-the-art equipment and instruments
to enhance environmental monitoring.
Emphasizing the conservation of

flora and fauna, FFBL conducts tree
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plantation drives both within and outside its plant premises, coupled with awareness programs for its young engineers and
operators.

The following are salient highlights of FFBL’s environmental protection measures, demonstrating its commitment to fulfilling
environmental obligations applicable to the company.

1SO ;

To strengthen the competency of FFBL Laboratory; we have implemented ISO 17025 standard in LAB Unit. By
implementing this ISO standard FFBL Lab is now the accredited Lab by Pakistan National Accreditation Council.

Effective in-house monitoring and control of gaseous emissions and liquid effluents.

Use of environment friendly oxo-biodegradable polyethylene liner for packaging of DAP and Urea products. This
initiative was taken by FFBL to fulfill the responsibility towards preservation of environment.

Third party analysis of gaseous emissions and liquid effluents by SEPA approved Lab to fulfill the requirement as
per Self-Monitoring and Reporting Tool (SMART) requirement of Sindh Environment Protection Agency (SEPA).

Support to neighboring industries for monitoring of gaseous emissions.

Installation of Reverse Osmosis (RO) plant for water conservation and reduction in use of hazardous chemical Is
(sulphuric acid & Caustic) for Demin water production.

Use of cooling water blow down for horticulture and as makeup water in FPCL Cooling Tower to preserve the non-
renewable water resource.

Sampling and analysis of exhaust from vehicles at Head Office & Plant Site, (including cars, buses and heavy plant
machinery like cranes & fork lifters)

Analysis of exhaust from Diesel Generators at Head Offices & Plant Site.

Acquisition of license for use and storage of hazardous chemicals and substances under Sindh Hazardous
Substance Rule 2014.

Approval of FFBL Environment Management Plan (EMP) as per requirement of SEPA.

Reporting of results of gaseous emissions and liquid effluents to SEPA on “Self-Monitoring and Reporting Tool”
(SMART) program under the guidelines of SEPA.

World Wildlife Fund (WWF) has awarded diploma to FFBL for implementing an effective Green Offices Operations at
FFBL.

Focus on plantation of trees inside and outside the plant to minimize the disturbance in Ecosystem.

FFBL has earned IFA protect & Sustain Stewardship Certification to ensure the safe secure environment throughout
the product life cycle
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HUMAN CAPITAL

In the contemporary business environment, where access to other forms of capital has

become more accessible, we recognize that the collective knowledge, skills, experience, and

health of our workforce—the human capital—emerges as our most crucial and distinctive

competitive advantage.

Human Capital Management (HCM)
strategically deploys formal processes
to optimize human talent utilization for
achieving organizational objectives.
Covering planning, recruitment,
selection, induction, safety, and
compensation management, HCM
also drives employee development
through Training & Development
initiatives, fostering both professional
and personal growth. This dedication
to continuous improvement cultivates a
corporate culture marked by innovation,
teamwork, perseverance, diversity, and
empowerment, instilling purpose and
value in employees’ lives.

In the ever-evolving business
landscape, our commitment to HCM
remains pivotal for sustainable growth
and excellence at Fauji Fertilizer Bin
Qasim Limited (FFBL). Recognizing that
our success is intricately linked to the
growth, engagement, and satisfaction of
our most valuable asset — our people.

Diversity, Equity &
Inclusion (DEI)

Diversity, Equity, and Inclusion (DEI) are
foundational tenets of our organizational
principles. In mid-2021, the Company
initiated a diversity journey, with a
particular focus on Gender Diversity as
the initial step. Our organizational beliefs
are in direct harmony with the United
Nations Sustainable Development
Goals, particularly Goal-5, which
promotes Gender Equality, and Goal-10,

advocating for Reduced Inequalities.
The integration of diversity initiatives
with sustainable practices has bolstered
the Company’s commitment to DEI,
leading to a more targeted allocation of
resources and increased effectiveness
in achieving these goals.

Our commitment is to foster a
workplace culture that champions equal
employment opportunities for all. We
prioritize creating an environment where
individuals are respected, and they feel
empowered to share their views and
opinions without fear. Our overarching
goal is to be recognized as an Employer
of Choice, actively promoting and
welcoming diverse talent to collaborate
with us. This dedication reflects our
belief in the value of inclusivity and the
contributions of a diverse workforce
towards our organizational success.

Our talent strategy is intricately linked

to our Diversity, Equity, and Inclusion
(DEI) vision, aiming to attract and retain
a diverse pool of talent. Our systems are
intentionally designed to facilitate the
seamless transfer of diverse talent within
various corporations within the Fauji
Group. This approach not only ensures
a rich and varied workforce but also
affirms our commitment to providing
equal opportunities and promoting
inclusivity across all entities within our
corporate ecosystem.

Following initiatives were taken by the
Company in its journey towards DEI
vision:

Value Recognition
Program

We have recently enhanced our

Core Values to include “Diversity,”
highlighting the significance of valuing
every voice. This commitment is

further reinforced through our “Value
Recognition Program.” Our adoption

of Al-driven tools like Pulsifi and The
Talent Games in the Recruitment and
Selection processes has streamlined
candidate engagement, scheduling,
and assessments. This approach
ensures a fair and transparent
recruitment process, eliminating gender
biases. By measuring the effectiveness
of recruitment interventions through
KPIs, we have achieved a remarkable
180% increase in female representation.
These initiatives highlight our steadfast
dedication to cultivating a more diverse
and inclusive workforce.

Day Care

In line with our commitment to supporting
the well-being of our employees, our
head office in Islamabad features a
state-of-the-art daycare facility. This facility
is designed to provide comprehensive
support to working parents within our
organization. We actively encourage
parents to visit their children multiple times
a day, fostering a workplace environment
that recognizes and accommodates the
needs of our employees with families.
This initiative reflects our dedication to
creating a supportive and family-friendly
workplace.
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Our Diversity Council, ‘We Value
Perspective,” actively supports under-
represented groups, celebrating unique
voices and perspectives.

Organization
Development

The pursuit of organizational excellence
is an ongoing journey at FFBL. In 2023,
we focused on enhancing organizational
effectiveness through strategic initiatives
aimed at optimizing structures,
improving processes, and fostering a
culture of innovation. Our commitment
to organizational development ensures
that FFBL remains agile and adaptive in
a dynamic business environment.

Industrial Relations
Activities

Maintaining positive and constructive
relationships with our workforce

is essential for FFBL’s sustained
success. In 2023, our Industrial
Relations activities focused on open
communication, employee engagement

initiatives, and addressing concerns in
a timely and transparent manner. This

approach fosters a harmonious work
environment, contributing to employee
satisfaction and organizational stability.

At FFBL, we ensure that we stand
compliant to all national regulations /
standards related to Labour and their
rights and same has been ensured

in Year 2023 while accommodating
substantial raise in cost due to minimum
wages.

Learning &
Development

FFBL believes that L&D is crucial for
its employees’ productivity, efficiency,
adaptability, and skill enhancement,
including communication, critical
thinking, and problem-solving and

is given high priority at FFBL. L&D
highlights developing self and others,
which is a behavior that demonstrates
a commitment to ongoing professional
development, both your own and that
of the people around you. Under this
initiative, we developed a training
calendar, which is extensively structured
around business sustainability with a
sharp focus on people development.

We implemented targeted training
programs to enhance skills, foster

leadership capabilities, and promote a
learning culture. Continuous learning
opportunities empower our workforce
to adapt to evolving industry trends and
contribute to our collective success.

FFBL has consistently enhanced

its Learning and Development
framework, fostering both personal and
professional advancement throughout
the organization. Through partnerships
with renowned institutions such as
LUMS, IBA, ICAR Preston, PSTD, GEM
Learning, SGS, PMI, HR Metrics, CFl,
Siemens, IRCM, and Abacus, the
company has conducted over 100
sessions, accumulating a total of more
than 25,000 training hours.

Aligned with our commitment to
cultivating a learning culture, FFBL

has implemented self-paced learning
initiatives and forged a partnership with
Coursera, a leading provider of open
online courses. This learning system
facilitates the acquisition of business,
technology-related, and creative skills
through the accessibility of numerous
course videos. The incorporation of
Coursera’s monthly learning challenges
has significantly boosted user




engagement, encouraging participants
to compete for associated rewards.

The company places a strong emphasis
on aligning development programs with
organizational goals and objectives,
catering to the needs of human
resources, and delivering meaningful
learning experiences for participants.
The following development programs
have been initiated:

Strategic Initiatives

Strategic programs, such as the
Strategy Development and Executive
Management Development Program,
the Situational Leadership Program,
and the incorporation of Lean Six Sigma
methodologies, have significantly
enhanced managerial capabilities.
These initiatives have played a crucial
role in optimizing operations, improving
efficiency, and ensuring quality.

Technical Training Centre

The Technical Training Centre at
the Plant Site has been revamped,
incorporating capacity building
and dedicated training staff. The

implementation of a Skill Validation
Regimen ensures merit-based
promotions and reinforces staff
proficiency.

Strategy Sessions

Over the past two years, FFBL has
conducted department-specific
sessions to gather employee insights,
evaluate successes and failures, foster
inclusivity, and collaboratively shape
strategies for the future.

Emerging Leadership Programs

Tailored programs, including the
Emerging Leadership Bootcamp,
Graduate Trainee Program, and
Apprenticeship Training, focus on

skill development for individuals in

the early stages of their careers. Over
the last three years, more than 130
graduates and 200 diploma holders
have been trained. Campus Connects
at institutions such as GIKI, NUST,

IBA, University of Karachi, KSBL, and
Habib University have been conducted
to attract qualified candidates for the
Graduate Trainee Program, establishing
a presence in academia.

Job Rotations

Designed for diverse skill development
and exploring growth opportunities
within the organization, job rotations are
strategically planned for critical roles.
These rotations, a result of the Talent
Review Process, aim to ensure the
desired succession at identified levels
within the company.

Employee Well being

FFBL has prioritized the well being

and growth of its employees, aligning
with the United Nations Sustainable
Development Goal - 3 advocating Good
Health and Well-being. Our ‘Employee
Wellness’ initiative incorporated
comprehensive sessions by Heads of
Departments, resulting in a marked
impact. These sessions focused on
physical, psychological, and social
aspects, leading to a marked increase
in reported satisfaction levels and rise
in productivity within the workplace.
Notably, the initiative emphasized
Psychological Safety and Emotional
Intelligence (El), resulting in employees
feeling secure to speak up, ask
questions, seek help, and admit
mistakes.
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Team Building Retreats

Moreover, various departmental Team
Building Retreats have significantly
contributed to fostering stronger
relationships and breaking down silos
within the organization. These initiatives
resulted in a notable enhancement in
collaboration, communication, and trust
among team members, reflecting a
more cohesive and unified workforce.

Communication
Sessions

FFBL’s commitment to open dialogue
and information sharing, in line with
UN Sustainable Development Goal-
16, has been pivotal in fostering a
culture of sustainable practices within
our organization. Emphasizing timely
information dissemination through
various channels, such as Townhall
Communication Sessions, and Coffee
Sessions with CEO has empowered
employees across all levels, facilitating
informed decision-making.

Human Resource
Management
Policies

We continue to remain progressive
and dynamic in our policies / practices
to address Company’s changing
needs and remain aligned with
contemporary market. The Human
Resource Management policies focus
on designing appropriate employee
recruitment and development measures,
which ensure availability of competent
personnel for each function according
to the emerging and ever-changing
needs and challenges faced by the
Company.
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Compensation and
Benefits Policy

FFBL believes and understands that
compensation & benefit policies

are key in building goodwill for the
organization amongst the employees.
To meet the organizational objective

of attracting, rewarding and retaining
talent. Compensation & Benefit policies
at FFBL are not only market competitive
but also provide an excellent benefit
program for its employees including
performance rewards and retirement
benefits. Total Remuneration Survey
(TRS) has been conducted to align our
compensation philosophy with market.

Compensation
Philosophy

* External competitiveness is ensured
through a comparison of the
organization’s pay structure with its
Competitors

e Internal equity is ensured by fixing
min and max limit of different levels
through periodic revision of Salary
Scales and is based on the principle
of “Like Job - like performance - like
pay”

e Statutory / Legal compliance:
Statutory / legal compliance is
an organization’s adherence
to laws, regulations, guidelines
and specifications relevant to its
business processes or function

Health Care Policy

FFBL ensures the provision of health
care facilities to its employees and
their families. Employees good health
has always been a matter of priority for
FFBL. In order to have multiple options
a