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DIRECTORS’ REVIEW REPORT TO THE SHAREHOLDERS

Your Directors feel pleasure in submitting unaudited financial statements of your Company for the 1st Quarter
ended 30 September 2020.

FINANCIAL RESULTS 30.09. 2020 | 30.09.2019
(RUPEES IN THOUSAND)
REVENUE 1,126,605 1,041,767
COST OF SALES (962,020) (918,398)
GROSS PROFIT 164,585 123,369
DISTRIBUTION COST (26,280) (21,069)
ADMINISTRATIVE EXPENSES (55,064) (44,486)
OTHER EXPENSES (7,120) (2,044)
OTHER INCOME 1,902 -
FINANCE COST (19,375) (28,072)
PROFIT BEFORE TAXATION 58,648 27,698
TAXATION (14,962) (13,690)
PROFIT AFTER TAXATION 43,686 14,008
EARNING PER SHARE-BASIC AND DILUTED (RUPEES) 4.40 1.41

By the Blessings of Almighty ALLAH your company achieved Revenue growth of 8.14%, resulting in to after Tax
Profit of Rs.43.686 million as compared to Rs.14.008 Million in comparative with corresponding period of last
year.

BUSINESS OUTLOOK:

Textile industry is under pressure due to rising cost of raw material, high inflation rates and Covid-19 is an
emerging threat.

PERFORMANCE REVIEW:

With the Almighty ALLAH’s blessings, financial performance of the company is promising. Earnings per share has
increased to Rs.4.40 from Rs.1.41 per share as compared to Corresponding period of the last year. Company
achieved gross profit of 14.61% as compared to 11.84%, which is very good considering the facts cited above.
Operational performance of the company was admirable and achieved production targets with exceptional
Quality.

FURTHER EXPANSION

With Almighty ALLAH’S blessings management has planned for CAPEX “Gen Set” in Spinning Unit “Sulzer
Shuttleless Looms” in Weaving Unit and “Machinery Hoisery Lonati” in Socks Unit In-Sha-Allah.

ACKNOWLEDGEMENT

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

On behaljbf. Bo

Faisalabad (Amjad Saeed)
October 29, 2020 Chief Executive Officer
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CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS (Un-audited)
FOR THE 1ST QUARTER ENDED 30 SEPTEMBER 2020

NOTE 1st Quarter Ended
30 Sepember | | 30 Sepember
2020 2019
----(RUPEES IN THOUSAND)---

REVENUE 1,126,605 1,041,767
COST OF SALES 7 (962,020) (918,398)
GROSS PROFIT 164,585 123,369
DISTRIBUTION COST (26,280) (21,069)
ADMINISTRATIVE EXPENSES (55,064) (44,486)
OTHER EXPENSES (7,120) (2,044)
OTHER INCOME 1,902 =
FINANCE COST (19,375) (28,072)
PROFIT BEFORE TAXATION 58,648 27,698
TAXATION (14,962) (13,690)
PROFIT AFTER TAXATION 43,686 14,008

EARNINGS PER SHARE - BASIC
AND DILUTED (RUPEES) 4.40 1.41

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

OMER SAEED MUHAMMAD KASHIF ZAHUR

AMJIAD SAEED
CHIEF EXECUTIVE OFFICER DIRECTOR CHIEF FINANCIAL OFFICER
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (Un-audited)
FOR THE IST QUARTER ENDED 30 SEPTEMBER 2020

1st Quarter Ended

30 September|| 30 September
2020 2019

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

PROFIT AFTER TAXATION 43,686 14,008

OTHER COMPREHENSIVE INCOME

Items that will not be reclassified
subsequently to profit or loss

Items that may be reclassified
subsequently to profit or loss

Other comprehensive income for the period - -

TOTAL COMPREHENSIVE INCOME
FOR THE PERIOD 43,686 14,008

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

OMER SAEED MUHAMMAD KASHIF ZAHUR

AMJAD SAEED
CHIEF EXECUTIVE OFFICER DIRECTOR CHIEF FINANCIAL OFFICER
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IDEAL SPINNING MILLS LIMITED

1st Quarter Accounts

CONDENSED INTERIM STATEMENT OF CASH FLOWS (Un-audited)
FOR THE 1ST QUARTER ENDED 30 SEPTEMBER 2020

CASH FLOWS FROM OPERATING ACTIVITIES

Cash (used in) / generated from operations 8

Finance cost paid

Income tax paid

Staff retirement gratuity paid

Net increase in long term deposits and prepayments
Net decrease / (increase) in long term loans

Net cash (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditure on property, plant, equipment and intangible asset
Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of long term financing
Long term financing obtained

Short term borrowings - net

Net cash from financing activities

NET INCREASE / (DECREASE) 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

1st Quarter Ended
30 September | | 30 September
2020 2019

(RUPEES IN THOUSAND)
(197,948) 2,173
(20,604) (30,670)

(14,875) -
(12,815) (3,923)

(173) -

87 -
(246,328) (32,420)
(13,667) (5,943)
(13,667) (5,943)
(15,507) (27,071)

24,484 -
256,648 60,726
265,625 33,655
5,630 (4,708)
44,336 38,014
49,966 33,306

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

)

AMJAD SAEED OMER SAEED
CHIEF EXECUTIVE OFFICER DIRECTOR

MUHAMMAD KASHIF ZAHUR

CHIEF FINANCIAL OFFICER
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2.1

a)

ii)

2.2

SELECTED NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
FOR THE 1ST QUARTER ENDED 30 September 2020

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 products. 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 ir
Pakistan for interim financial reporting comprise of:

- International Accounting Standard (IAS) 34 'Interim Financial Reporting', issued by the International 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 include all the information and disclosures required in the annua
financial statements, and should be read in conjunction with the Company's annual audited financial statements for the
year ended 30 June 2020. These condensed interim financial statements are un-audited and are being submitted to the
shareholders as required by the Listed Companies (Code of Corporate Governance) Regulations, 2019 and section 237 of
the Companies Act, 2017.

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

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 exerdise its judgment in the
process of applying the Company's accounting policies. Estimates and judgments are continually evaluated and are basec
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 statements, the significant judgments made by the management
in applying the Company’s accounting policies and the key sources of estimation and uncertainty were the same as those
that applied in the preceding audited annual published financial statements of the Company for the year ended 30 June
2020.
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23

a)

ii)

if)

iv)

INTANGIBLE ASSET AND AMORTIZATION

Intangible asset represents the cost of computer software acquired and is stated at cost less accumulated amortization and
any identified impairment loss.

Amortization is charged to the statement of profit or loss on straight line basis so as to write off the cost of asset over its
estimated useful life. Amortization is charged from the month in which the asset is acquired or capitalized while no
amortization is charged for the month in which the asset is disposed of. Intangible asset is amortized over a period of 5
years.

The Company assesses at each reporting date that whether there is any indication that intangible asset may be impaired. If
such indication exists, the carrying amount of such asset is reviewed to assess whether it is recorded in excess of its
recoverable amount. When carrying value exceeds the respective recoverable amount, asset is written down to its
recoverable amount and resulting impairment is recognized in the statement of profit or loss. The recoverable amount is
the higher of an asset's fair value less cost to sell and value in use. When an impairment loss is recognized, the
amortization charge is adjusted in the future periods to allocate the asset's revised carrying amount over its estimated
useful life.

Un-audited Audited
30 Sep 30 June
2020 2020
(RUPEES IN THOUSAND)
LONG TERM FINANCING
Opening balance 323,425 373,398
Add: Obtained during the period/year 24,484 48,735
Add: Fair value adjustment 4,286 25,219
352,195 447,352
Less:
Gain on recognition of shareholders' loan at fair value - (38,149)
Repaid during the period / year (15,507) (85,778)
(15,507) (123,927)
336,688 323,425
Less: Current portion shown under current liabilities (103,643) (93,743)
233,045 229,682

CONTINGENCIES AND COMMITMENTS
Contingencies

Guarantees of Rupees 30.335 million (30 June 2020: Rupees 29.511 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 Company is contingently liable for Rupees 2.812 million (30 June 2020: Rupees 2.812 million) on account of Sindh
infrastructure cess not acknowledged in view of pending appeal before appellate authorities since 07 July 2014. The
related provision is not made in these condensed interim financial statements in view of expected favourable outcome of
the appeal.

An appeal was filed in Lahore High Court, Lahore on 09 April 2018 against cost of supply of Re-Gasified Liquefied Natural
Gas (RLNG) by SNGPL amounting to Rupees 4.953 million (2020: Rupees 4.953 million). This appeal was allowed by
Lahore High Court, Lahore on 13 December 2019 by asking Oil and Gas Regulatory Authority (OGRA) to conduct a public
hearing to determine the level of cost of supply of RLNG. Keeping in view the opinion of the legal counsel of the
Company, the related provision is not made in these financial statements as there are strong grounds that the decision of
the proposed public hearing of OGRA will be decided in favour of the Company.

The Company filed an appeal on 23 July 2019 before Commissioner Inland Revenue (Appeals) against the sales tax
order in original No.33/2009 dated 15 May 2019 made by the Assistant Commissioner Inland Revenue to pay further tax
amounting to Rupees 9.211 million along with the default surcharge under section 3 (1A) of the Sales Tax Act, 1990 on
supplies made to unregistered persons during the period from 01 July 2017 to 30 June 2018. This appeal was rejected on
29 October 2019. Against this decision, the Company filed an appeal on 07 December 2019 before Appellate Tribunal
Inland Revenue which is pending for decision. The management is hopeful of positive outcome of the appeal and
therefore no provision has been made in these financial statements, on the advice of legal counsel.
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V)

vi)

vii)

b)

ii)

5.1

5.1.1

The Company received show cause notice from Assistant Commissioner Inland Revenue dated 16 December 2019 for
further tax not paid amounting to Rupees 11.957 million (2019: Rupees Nil) on sale to unregistered persons from 01 July
2018 to 30 June 2019 along with default surcharge and penalty under section 34(1) and section 33 of Sales Tax Act, 1990
respectively. Against the order, an appeal has been filed by the Company on 06 May 2020 before Commissioner Inland
Revenue (Appeals) which is pending for decision. No provision has been made in these financial statements as the
management is hopeful for positive outcome, on the advice of the legal counsel.

The Company received show cause notice from Assistant Commissioner Inland Revenue dated 16 December 2019 for
further tax not paid amounting to Rupees 11.957 million on sale to unregistered persons from 01 July 2018 to 30 June
2019 along with default surcharge and penalty under section 34(1) and section 33 of Sales Tax Act, 1990 respectively. No
provision has been made in these condensed interim financial statements as the tax advisor of the Company foresees that
this show cause notice will be withdrawn from the Assistant Commissioner Inland Revenue on the basis of legal grounds.

vi) The Company has challenged, before 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 Act, 1990 whereby through amendment in the earlier SRO
1125(1)/2011 dated 31 December 2011, claim of input sales tax in respect of packing material has been disallowed. The
Company filed a Writ Petition No. 96551/2017 dated 03 November 2017 before the Lahore High Court, Lahore.
Consequently, the Company has accounted for input sales tax amounting to Rupees 4.791 million (2019: Rupees 4.791
million) paid on such items as receivable balance. The Lahore High Court, Lahore through its order dated 25 June 2019
has dismissed the petition filed by the Company. Being aggrieved by the order, an Intra Court Appeal (ICA) No. 1247 of
2020 dated 14 January 2020 has been filed by the Company in Lahore High Court, Lahore. The Company is confident of
positive outcome of the appeal, on the advice of legal counsel.

Commitments
Letters of credit for capital expenditure are of Rupees 38.452 million (30 June 2020: Rupees 3.245 million).

Letters of credit other than for capital expenditure are of Rupees 82.136 million (30 June 2020: Rupees 33.559 million).

Un-audited Audited
30 Sep 30 June
2020 2020
(RUPEES IN THOUSAND)
PROPERTY, PLANT AND EQUIPMENT
Operating fixed assets (Note 5.1) 1,041,101 1,050,804
Capital work-in-progress (Note 5.2) 5,118 3,622
1,046,218 1,054,426
Operating fixed assets
Opening net book value 1,050,804 1,089,101
Add: Cost of additions during the period / year (Note 5.1.1) 12,171 56,307
1,062,975 1,145,408
Less: Book value of deletions during the period / year - 28
1,062,975 1,145,380
Less: Depreciation charged during the period / year 21,874 94,576
1,041,101 1,050,804
Cost of additions during the period / year
Buildings on freehold land - -
Plant and machinery 5,920 25,066
Electric installations 2,523 4,521
Factory equipment 923 2,029
Office equipment - -
Computers 106 2,582
Electric appliances 911 2,049
Furniture and fixtures - =
Vehicles 1,788 20,060

12,171 56,307
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Un-audited Audited
30 Sep 30 June
2020 2020
(RUPEES IN THOUSAND)
5.2 Capital work-in-progress
Buildings on freehold land 89 422
Advance against Enterprise Resource Planning (ERP) 5,029 3,200
5,118 3,622
Un-audited Audited
30 Sep 30 June
2020 2020
(RUPEES IN THOUSAND)
6. INTANGIBLE ASSET
Computer software
Opening net book value 5,236 -
Amount capitalized during the period / year = 5,928
5,236 5,928
Less: Amortization 296 692
Closing net book value 4,940 5,236
Amortization rate (per annum) 20% 20%
1st Quarter ended
30 Sep 30 Sep
2020 2019
7. COST OF SALES
Raw materials consumed 703,838 691,938
Cost of raw material sold 90 13,517
Stores, spare parts and loose tools consumed 49,308 25,019
Salaries, wages and other benefits 122,111 105,138
Fuel and power 110,888 153,955
Sizing materials consumed 8,407 9,182
Outside processing / conversion and other charges 14,749 25,752
Packing materials consumed 29,549 27,143
Repair and maintenance 616 1,707
Insurance 1,971 1,383
Other factory overheads 1,317 269
Depreciation 18,847 20,287
1,061,691 1,075,290
Work-in-process
Opening stock 48,829 36,665
Closing stock (51,225) (47,735)
(2,396) (11,070)
Cost of goods manufactured 1,059,295 1,064,220
Finished goods
Opening stock 188,275 90,411
Closing stock (146 290) (125,995)
(35,584)
1,101,280 1,028,636




IDEAL SPINNING MILLS LIMITED

1st Quarter Accounts

8.1

CASH GENERATED FROM / (USED IN) OPERATIONS

Profit before taxation

Adjustments for non-cash charges and other items:

Amortization

Depreciation

Allowance for expected credit losses
Provision for staff retirement gratuity
Finance cost

Working capital changes (Note 8.1)

Working capital changes

Increase in current assets:
Stores, spare parts and loose tools
Stock-in-trade

Trade debts

Loans and advances

Short term deposits and prepayments
Other receivables

Increase in trade and other payables

(Un-audited)

1st Quarter ended
30 Sep 30 Sep
2020 2019

(RUPEES IN THOUSAND)
58,648 27,698

296 -
21,874 22,714

14,073 -
20,519 7,849
19,375 28,072
(332,734) (84,160)
(197,948) 2,173
(3,598) (13,161)
(234,496) (119,848)
(93,593) (59,954)
(43,967) (28,837)
(6,819) (4,292)
(15,343) (49,086)
(397,816) (275,178)
65,082 191,018

(332,734) (84,160)
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10.

11.

12.

13.

14.

TRANSACTIONS WITH RELATED PARTIES

Detail of transactions and balances with related parties are as follows:

1st Quarter Ended

30 September || 30 September

2020 2019

(RUPEES IN THOUSAND)
i) Transactions
Associated companies / undertakings
Fuel purchased 932 943
Rental expense 1,550 1,500
Other related parties
Dividend paid = =
Loans obtained from directors - net (725) 4,575
Remuneration paid to Chief Executive
Officer, Director and Executives 5,863 5,316

Un-audited Audited
30 September 30 June

2020 2020

(RUPEES IN THOUSAND)
ii) Period end balances
Associated companies / undertakings
Trade and other payables 15,156 19,820
Other related parties
Sponsors' loans 241,800 241,800
Long term financing 168,730 165,416
Short term borrowings 224,413 225,138

FINANCIAL RISK MANAGEMENT

The Company's financial risk management objectives and polices are consistent with those disclosed in the financial
statements for the year ended 30 June 2020.

DATE OF AUTHORIZATION

These condensed interim financial statements were approved by the Board of Directors of the Company and authorized
for issue on 29 October 2020.

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 financial 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 reclassified wherever necessary to reflect more appropriate presentation of events and
transactions for the purpose of comparison in accordance with the accounting and reporting standards as applicable in
Pakistan. However, no significant reclassification has been made.

GENERAL

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

OMER SAEED MUHAMMAD KASHIF ZAHUR

AMJIAD SAEED
CHIEF EXECUTIVE OFFICER DIRECTOR CHIEF FINANCIAL OFFICER
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