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DIRECTORS’ REPORT TO THE SHAREHOLDERS

Your Directors fed pleasure insubmitting unaudited financial statements of your Company for the 3'° Quarter ended 31
March 2019.

FINANCIALRESULTS 31.03.2019 31.03.2018
(RUPEES INTHOUSAND)

REVENUE 2388722 2,043528
COS OF SALES (2,123066)  (1,859,423)
GROSS PROFIT 265656 184,105
DISTRIBUTION COST (41,349) (19,942)
ADMINISTRATIVE EXPENSES (107,847) (80,310)
OTHER EXPENSES (2314) (127)
OTHER INCOME 25,857 3248
FINANCE COST (87,849) (74,499)
PROFIT BEFORE TAXATION 52,154 12,475
TAXATION (11,900) 33
PROFIT AFTER TAXATION 12,508
EARNING PER SHARE-BASIC

AND DILUTED (RUPEES) 126

By the Blessings of Almighty ALLAH your company achieved Revenue growth of 16.89%, After Tax Profit of Rs.40.254
Million as compared to profit of Rs.12.508 Million from the comparable period of last year. Your management is
optimisticabout further improved resultsin future, if other factors remain same.

BUSINESS OUTLOOK:

Textile industry is facing massive difficulties in doing business as cost of raw material is increasing day by day. Raw
cottonand polyester fiber prices are high as compared to last year. Finance cost has increased due torising Kibor rates.
However, the relief given by the Government in energy prices provide massive sup port.

PERFORMANCE REVIEW:

With the Almighty ALLAH's blessings, financia performance of the company is commendable. Eamings per share
increased to Rs.4.06 from a profit of Rs.1.26 per share. Company achieved gross margin of 11.12% as compared to
9.00%, which is very good considering the facts cited above. Operational performance of the company was admirable
and achieved production targets with exceptional Quality.

EURTHER EXPANSION
With Almighty ALLAH’s blessings managementhas planned to increase spindlesin sha Allah.
ACKNOWLED GEMENT

The Board offers thanks to our shareholders and bankers for their continued support and trust in the company. The
Board acknowledges the efforts and devotion of staff and workers for the company which led to achieve milestones for
the companyand hopesthese will continuein the years to come.

On bel of the Bpard
Faisalabad (Amjé&d Saéed)

Aoril25.2019 Chief Executive Officer
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IDEAL SPINNING MILLS LIMITED SRD QUARTER ACCOUNTS

CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS (Un-audited)
FOR THE THIRD QUARTER ENDED 31 MARCH 2019

NOTE THIRD QUARTER ENDED QUARTER ENDED

vl
2019 2018 2018

(RUPEES IN THOUSAND): -
REVENUE 2,388,722 2,043,528 865,508 722,54
COST OF SALES 6 (2123,066)  (1,8,423) (764,363) (648,447)
GROSS PROFIT 265,656 184,105 101,145 74,097
DISTRIBUTION COST (41,349) (19,942) (14,084) (5,360)
ADMINISTRATIVE EXPENSES (107,847) (80,310) (39,762) (30,431)
OTHER EXPENSES (2,314) (127) (515) -
OTHER INCOME 25,857 3,248 10,930 1,601
FINANCE COST (87,849) (74,499) (37,360) (25,7%0)
PROFIT BEFORE TAXATION 52,154 12,475 20,354 14,117
TAXATION (11,900) 33 (11,365) (10,786)
PROFIT AFTER TAXATION 40,254 12,508 8,989 3331
EARNINGS PER SHARE - BASIC
AND DILUTED (RUPEES) 4.06 126 0.91 0%

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

o
e
@“’\ -
JAD SAEED OMER SAEED TAUQEER'AHMAD TAIFOOR
CHIEF EXECUTIVE OFFICER DIRECTOR CHIEF FII::(I;I%K-\(I;.)OFFICER
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (Un-audited)
FOR THE THIRD QUARTER ENDED 31 MARCH 2019

THIRD QUARTER ENDED QUARTER ENDED
31 March m 31 March
2018

2018
----------------------------- (RUPEES IN THOUSAND) - - -

Restated Restated
PROFIT AFTER TAXATION 40,254 12,508 8,989 3,331
OTHER COMPREHENSIVE INCOME
Items that will not be reclassified
subsequently to profit or loss:
Surplus on revaluation of freehold land - 15,411 - 15,411
Items that may be reclassified
subsequently to profit or loss = = & =
Other comprehensive income for the period - 15,411 - 15,411
TOTAL COMPREHENSIVE INCOME
FOR THE PERIOD 40,254 27919 8,989 18,742

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

o
e
@“’% -
JAD SAEED OMER SAEED TAUQEER'AHMAD TAIFOOR
CHIEF EXECUTIVE OFFICER DIRECTOR CHIEF FII::(I;I%K-\(I;.)OFFICER
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IDEAL SPINNING MILLS LIMITED

SRD QUARTER ACCOUNTS

CONDENSED INTERIM STATEMENT OF CASH FLOWS (Un-audited)
FOR THE 3RD QUARTER ENDED 31 MARCH 2019

CASH FLOWS FROM OPERATING ACTIVITIES

Cash used in operations

Finance cost paid

Income tax paid

Staff retirement gratuity paid

Net decrease in long term deposits and prepayments
Net decrease in long term loans

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from disposal of property, plant and equipment
Capital expenditure on property, plant and equipment
Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of long term financing
Dividend paid

Short term borrowings - net

Net cash from financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT THE
BEGINNING OF THE PERIOD

CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD

The annexed notes form an integral part of these

[FOR THE THIRD QUARTER ENDED

31 March
2018
(RUPEES IN THOUSAND)

(50,907) 30,997
(58,359) (44,752)
(18,181) (7,490)
(6,364) (9,865)

60 146

97 273
(133654) (30,691)

2,070 854

98,473 59,855
(96,403) (59,001)

250,807 108,652
20,750 18,960
6,383 8,666

27,133 27,626

interim finandal

AD SAEED OMER SAEED
CHIEF EXECUTIVE OFFICER DIRECTOR

o
e
@“’\ -
TAUQEER'AHMAD TAIFOOR
CHIEF FINANCIAL OFFICER
(ACTING)
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SELECTED NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
FOR THE HALF YEAR ENDED 31 MARCH 2019

THE COMPANY AND ITS OPERATIONS

Ideal Spinning Mills Limited (the Company) is a public limited company incorporated in Pakistan on 08 June 1989
under the Companies Ordinance, 1984 (Now Companies Act, 2017) and its shares are quoted on Pakistan Stock
Exchange Limited. The principal activity of the Company is manufacturing and sale of yarn, cloth and hosiery
produds. The Company's registered office is situated at Room No. 404-405, 4th Floor, Business Centre, Mumtaz
Hassan Road, Karachi.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF PREPARATION

Statement of compliance

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

applicable in Pakistan for interim financial reporting comprise of:

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

- Provisions of and directives issued under the Companies Act, 2017.

Where the provisions of and directives issued under the Companies Act, 2017 differ with the requirements of IAS 34,
the provisions of and directives issued under the Companies Act, 2017 have been followed.

These condensed interim financial statements do not indude all the information and disdosures required in the
annual audited financial statements, and should be read in conjunction with the Company's annual audited finandal
statements for the year ended 30 June 2018.

policies and ion methods

The accounting policies and methods of computations adopted for the preparation of these condensed interim
financial statements are the same as applied in the preparation of the preceding audited annual published finandal
statements of the Company for the year ended 30 June 2018 except for the changes in accounting policies as stated
in Note 2.3 to these condensed interim financial statements.

ACCOUNTING ESTIMATES, JUDGMENTS AND FINANCIAL RISK MANAGEMENT

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

During preparation of these condensed interim financial the significant jt made by the
management in applying the Company’s accounting policies and the key sources of estimation and uncertainty were
the same as those that applied in the preceding audited annual published financial statements of the Company for the
year ended 30 June 2018.

The Company's financial risk management objectives and policies are consistent with those disclosed in the
Company's annual audited financial statements for the year ended 30 June 2018.
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CHANGES IN ACCOUNTING POLICIES DUE TO APPLICABILITY OF CERTAIN INTERNATIONAL
FINANCIAL REPORTING STANDARDS (IFRSs)

Folowing changes in accounting policies have taken place effective from 01 July 2018:
IFRS 9 'Financial Instruments'

The Company has adopted IFRS 9 “Financial Instruments” from 01 July 2018. The standard introduced new
dassification and measurement models for financial assets. A financial asset shall be measured at amortised cost if it
is held within a business model whose objective is to hold assets in order to collect contractual cash flows which arise
on specified dates and that are solely principal and interest. A debt investment shall be measured at fair value
through other comprehensive income if it is held within a business model whose objective is to both hold assets in
order to collect contractual cash flows which arise on specified dates that are solely principal and interest as well as
selling the asset on the basis of its fair value. All other finandal assets are classified and measured at fair value
through profit or loss unless the Company makes an irrevocable election on initial recognition to present gains and
losses on equity instruments in other comprehensive income. Despite these requirements, a financial asset may be
irrevocably designated as measured at fair value through profit or loss to reduce the effect of, or eliminate, an
accounting mismatch. For financial liabilities designated at fair value through profit or loss, the standard requires the
portion of the change in fair value that relates to the Company's own credit risk to be presented in other
comprehensive income (unless it would create an accounting mismatch). New simpler hedge accounting requirements
are intended to more closely align the accounting treatment with the risk management activities of the Company.
New impairment requirements use an 'Expected Credit Loss' ('ECL') model to recognise an allowance. Impairment is
measured using a 12-month ECL method unless the aedit risk on a financial instrument has increased significantly
since initial recognition in which case the lifetime ECL method is adopted. For receivables, a simplified approach to
measure expected credit losses using a lifetime expected loss allowance is available.

The Company has adopted IFRS 9 without restating the prior period results.
Key changes in accounting policies resulting from application of IFRS 9

Classif ion and of finandal i

IFRS 9 largely retains the existing requirements in IAS 39 “Financial Instruments: Recognition and Measurement” for
the dassification and measurement of financial liabilities. However, it replaces the previous IAS 39 categories for
financial assets i.e. loans and receivables, Fair Value Through Profit or Loss (FVTPL), availble for sale and held to
maturity with the categories such as amortised cost, Fair Value Through Profit or Loss (FVTPL) and Fair Value
Through Other Comprehensive Income (FVTOCI).

Classification

From 01 July 2018, The Company dassifies its financial assets in the category of 'at amortised cost'. The
dassification depends on the Company's business model for managing the financial assets and the contractual terms
of the cash flows.

Measurement

Subsequent measurement of financial assets depends on the Company’s business model for managing the assets
and the cash flow characteristics of the assets. Financial assets that are held for callection of contractual cash flows
where those cash flows represent solely payments of principal and interest are measured at amortised cost. Interest
income from these financial assets is included in other income using the effective interest rate method. Any gain or
loss arising on de-recognition is recognised directly in profit or loss and presented in other income / (other expenses)
together with foreign exchange gains and losses.

Impairment
From 01 July 2018, the Company assesses on a forward looking basis the expected credit losses assodated with its
debt instruments carried atamortised cost. The impairment methodology applied depends on whether there has been

a significant increase in credit risk.

For trade debts and other receivables, the Company applies the smplified approach permitted by IFRS 9, which
requires expected life time losses to be recognised from initial recognition of the receivables.
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Impads of adoption of IFRS 9 on these condensed interim financial statements as on 01 July 2018

On 01July 2018, the Company's management has assessed which business models apply to the financial assets held
by the Company at the date of initial application of IFRS 9 (01 July 2018) and has classified its financial instruments
into appropriate IFRS 9 categories. The main effects resuking from this redassification are as follows:

Financial assets — (01 July 2018)
Loans and Amortised

receivables cost
(RUPEES IN THOUSAND)
Opening bakance 122,089 -

Adjustments due to adoption of IFRS 9:

Adjustment on adoption of IFRS 9 by reclassifying financial instruments designated
as 'Loans and Receivables' to ‘Amortised Cost' (122,089) 122,089

Recognition of expected life time credit losses on trade debts (427)

121,662
The impact of these changes on the Company’s accumulated loss and equity is as follows:

Effect on

Effect on
accumulated &
loss total equity
(RUPEES IN THOUSAND)
Opening balance (57,608) 505,178
Adjustment on adoption of IFRS 9 due to recognition of expected life time credit
losses on trade debts (427) (427)

504,751

IFRS 15 'Revenue from Contracts with Customers'

IFRS 15 'Revenue from Contracts with Customers' supersedes IAS 11 “Construction Contracts”, IAS 18 “Revenue” and
related interpretations and it applies to all revenue arising from contracts with customers, unless those contracts are
in the scope of other standards. The new standard establishes a five-step model to account for revenue arising from
contracts with customers. Under IFRS 15, revenue is recognised at an amount that reflects the consideration to which
an entity expects to be entitled in exchange for transferring goods or services to a customer. The standard requires
entities to exerdse judgement, taking into consideration all of the relevant facts and circumstances when applying
each step of the model to contracts with their customers.

The Company has assessed that significant performance obligations in contracts with customers are dosely related
and therefore are discharged over the period of the relationship with relevant customers. Hence, the Company has
concluded that it is in i with the i of the new ing standard. Moreover there was no
impact on the figures of statement of financial position as at 01 July 2018 due to adoption of IFRS 15.

Trade and other receivables

Trade receivables are initially recognised at fair value and subsequently measured at amortised cost using the
effective interest method, less any allowance for expected credit losses.

The Company has applied the simplified approach to measure expected credit losses, which uses a lifetime expected
loss allowance. To measure the expected credit losses, trade receivables have been grouped based on days overdue.

Other receivables are recognised at amortised cost, less any allowance for expected credit losses.
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iv)

%

v

2018
(RUPEES IN THOUSAND)

LONG TERM FINANCING

Opening bakance 550,585 584,877
Add: Fair value adjustment 15,170 37,750
565,755 622,627
Less: Repaid during the period / year 80,913 72,042
484,842 550,585
Less: Current portion shown under current liabilities 198,726 208,769
286,116 341,816

CONTINGENCIES AND COMMITMENTS
Contingencies

Guarantees of Rupees 26.839 million (30 June 2018: Rupees 26.839 million) are given by the banks of the Company
to Sui Northern Gas Pipelines Limited (SNGPL) against gas connections and to Faisalabad Electric Supply Company
Limited against electricity connection.

The Compary is contingently liable for Rupees 2.812 million (30 June 2018: Rupees 2.812 million) on account of
Sindh infrastructure cess not acknowlkedged in view of pending appeal before appellate authorities since 07 Juy
2014. The related provision is not made in these condensed interim financial statements in view of expected
favourable outcome of the appeal.

The Compary is contingently liable for Rupees 4.953 million (30 June 2018: Rupees 4.953 million) on account of
appeal against cost of supply of Re-Gasified Liquefied Natural Gas (RLNG) by SNGPL on 09 April 2018. The related
provision is not made in these condensed interim finandal statements in view of favourable outcome of the appeal.

An appeal was filed by the Company on 29 December 2017 before Appellate Tribunal Inland Revenue against the
order of Commissioner Inland Revenue (Appeal) for the sales tax demand of Rupees 1.768 million (30 Jure 2018:
Rupees 1.768 million). No provision has been made in these condensed interim finarcial statements in view of
favourable outcome of the appeal.

The Company has not charged further tax under section 3 (1A) of the Sales Tax Act, 1990 on supplies made to
unregistered persons amounting to Rupees 6.228 million (30 June 2018: Rupees 3.480 million). The Company filed a
Writ Petition No. 81165/2017 dated 19 October 2017 before the Honorable Lahore High Court, Lahore against the
recovery of further tax and it is expected to be dedded in the favor of the Company.

The Company has challenged, before Honorable Lahore High Court, Lahore, the provisions of SRO 491(1)/2016
dated 30 June 2016 issued under section 8(1)(b) of the Sales Tax Adt, 1990 whereby through amendmert in the
earlier SRO 1125(1) / 2011 dated 31 December 2011, daim of input sales tax in respect of packing material has been
disalbwed. The Company filed a Writ Petition No. 96551/2017 dated 03 November 2017 before the Honorable
Lahore High Court, Lahore. Consequently, the Company has accounted for input sales tax amounting to Rupees
4.791 million (30 June 2018: Rupees 4.791 million) paid on such items as receivable balance. The Company is
confident on positive outcome of the appeal, on the advice of legal counsel.

Commitments
Letters of credit for capital expenditure are of Rupees 4.859 million (30 June 2018: Rupees 24.526 million).

Letters of credit other than for capital expenditure are of Rupees 10.614 million (30 June 2018: Rupees 29.355
million).
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PROPERTY, PLANT AND EQUIPMENT

Operating fixed assets (Note 5.1)
Capital work-in-progress (Note 5.2)

Operating fixed assets

Opening book value

Add:

Cost of additions during the period / year (Note 5.1.1)
Effect of surplus on revaluation of freehold land

Less: Book value of deletions during the period / year (Note 5.1.2)

Less: Deprediation charged during the period / year

Cost of additions during the period / year

Buildings on freehold land
Plant and machinery
Electric instalations
Factory equipment

Office equipment

Electric appliances
Computers

Fumiture and fixtures
Vehides

Book value of deletions during the period / year

Plant and machinery
Vehides

Capital work-in-progress

Buildings on freehold land

Plant and machinery

Advance against Enterprise Resource Planning (ERP)
Advance against vehides

Electric instalations

SRD QUARTER ACCOUNTS
(RUPEES IN
Ve s

1,117,602 1,092,789

1,087,986 914,570
89,368 257,854
- 15,411
1,177,354 1,187,835
2,000 8,202
1,175,354 117,633
71,660 91,647
—L103604 _  1087,086
4,280 88,633
81,623 155,247
564 3,797
480 104
641 -
821 626
823 -
114 23
2 9,424
— 89368 _ 257,854
- 4,941
1,739 3,261
— L7390 _ 8202
13,486 2,828
42 422
- 1,489
. 64
0 =

13,908 4,803
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(Un-audited)
Third quarter ended Quarter ended
31 March 31March 31 March 31 March
2019 2018 2019 2018
6. COSTOFSALES  eecceeccoeemeccooe (RUPEES IN THO USAND)----~rmmmrmmmmmem o

Raw materials consumed 1,606,819 1,139,734 748,545 390,959
Cost of raw materials sold - 21,697 - -
Stores, spare parts and loose tools consumed 77,422 58,391 28,743 13,768
Salaries, wages and other benefits 264,832 217,213 93,771 80,439
Fuel and power 261,323 235,990 85,278 83,137
Sizing materials consumed 21,504 24,105 7,571 8,484
Outside processing / conversion and other charges 27,070 36,186 636 5,632
Packing materials consumed 54,189 39,763 21,512 13,946
Repar and maintenance 3,119 4,713 144 884
Insurance 3,108 2,882 974 411
Other factory overheads 3,211 7,820 2,7% 1,273
Depredation 67,119 62,840 23,585 21,340

2,389,716 1,851,334 1,013,553 620,273

Work-in-process

Opening stock 33,204 20,110 38,403 22,609
Closing stock 33,523 25,811 33,523 25,811

(319) (5,701) 4,880 (3,202)

Cost of goods manufactured 2,389,397 1,845,633 1,018,433 617,071

Finished goods

Opening stock 109,463 105,293 121,724 120,524

Closing stock 159,583 91,503 159,583 91,503
(50,120) 13,790 (37,859) 29,021

2,339277 1,859,423 980,574 646,092

udited
Third quarter ended
31 March 31 March

2019 2018
(RUPEES IN THOUSAND)
7. CASH USED IN OPERATIONS
Profit / (loss) before taxation 52,154 12,475
Adjustments for non-cash charges and other items:
Depredation 71,660 65,643
Gain on disposal of property, plant and equipment (70) (52
Provision for staff retirement gratuity 18,424 15,858
Finance cost 87,849 74,499
Credit balances written back - -
Working capital changes (Note 7.1) (280,924) (137,426)
—__30,%7
7.1 Working capital changes

Increase in current assets
Stores, spare parts and loose tools (4,467)| (9,111)]
Stock-in-trade (343,931)| (73,187))
Trade debts (34,233)| (57,603)
Loans and advances (2,443)| (941)
Short term deposits and prepayments (7,003)| (1,113)]
Other receivables (17,832)] (31,325)]

(409,909) (173,280)
Increase in trade and other payables 128,985 35,854

280,924 137,426)
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9.

1

1

12

4

=

TRANSACTIONS WITH RELATED PARTIES

The related parties comprise of associated companies / undertakings, other related parties and key management
personnel. The Company in the normal course of business carries out transactions with various related parties. Detail of
transactions and balances with related parties are as follows:

(Ut ited )
Third quarter ended Quarter ended
31 March 31 March 31March [[ 31 March
[ 2019 [ 208 [[ 2019 |

(RUPEES IN THOUSAND) --+---=--=-- ===

i) Transactions

Assodated companies / undertakings

Fuel purchased 2,027 1,077 843 414
Rental expense 1,350 900 450 300
Embroidery services 446 -

Other related parties

Loans obtained from drectors - net 7,425 141,463 (12,525) 47,600

Remuneration paid to Chief Executive
Officer, Director and Executives 15,495 14,642 7,35 3,972

Un-audited Audited
31 March 30June

2019 2018
(RUPEES IN THOUSAND)
ii) Period end balances

Sponsors' loans 241,800 241,800
Long term finandng 268,284 253,114
Trade and other payables 14,617 13,670
Short term borrowings 111,725 104,300
DATE OF AUTHORIZATION

These condensed interim financial statements were approved by the Board of Directors of the Company and authorized
for issue on 25 April, 2019.

CORRESPONDING FIGURES

In order to comply with the requirements of IAS 34, the condensed interim statement of financial position and
condensed interim statement of changes in equity have been compared with the balances of annual audited financial
statements of preceding finandial year, whereas, the condensed interim statement of profit or loss, condensed interim
statement of comprehensive income and condensed interim statement of cash flows have been compared with the
balances of comparable period of immediately preceding financial year.

Corresponding figures have been re-arranged, wherever necessary, for the purpose of comparison, however, no
significant re-arrangements have been made, except for the following:
Redassification from statement of finandal Reclassification to statement|[ Rupees in
position of financial position thousand

Loans and advances Property, plant and equipment 1,489

- Chief Financial Officer (CFO) of the Company has resigned since 30 July 2017. However the Board of Directors has
appointed acting CFO until the appointment of new CFO.

GENERAL

Figures have been rounded off to the nearest thousand of Rupees unless otherwise stated.

o
| .
@“’\ -
JAD SAEED OMER SAEED TAUQEER'AHMAD TAIFOOR
CHIEF EXECUTIVE OFFICER DIRECTOR CHIEF FII::(I;I%K-\(I;.)OFFICER



BOOK POST

If undelivered please return to:

IDEAL SPINNING MILLS LIMITED
Room # 404 & 405, 4th Floor, Business Centre,
Mumtaz Hassan Road, Karachi.



