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20 Directors' Report to the Shareholders

The Board of Directors of Fauji Foods Limited is pleased to present the directors'
report along with the condensed unaudited interim financial information of the
Company for the Half year ended June 30, 2019.

Principal Activities

Fauji Foods Limited, a majority owned Company of Fauji Fertilizer Bin Qasim Limited
(50.59 percent shareholding) and Fauji Foundation (12.75 percent shareholding) is
engaged in processing, and marketing of dairy products, juices and jams. The
Company's brand “Nurpur” is one of the oldest and highly recognized brand in
Pakistan.

Business Review

During the period under review, adverse and unprecedented volatility in Country
economic factors mainly of considerable depreciation in Pak Rupee and constant
upward revision in policy rate by State Bank of Pakistan lead to increase in business
cost. Further, over all dairy packaged milk sector continued to feel the pressure of
regulatory and input tax inadmissibility challenges that added to cost of business.

Forced by the external economic factors, the Company in January initiated a price
adjustment in tea whitener category to absorb some of the escalated input costs. But
the industry as whole remaining indifferent to the said price adjustment, left Company
with no option but to retreat from its price adjustment initiative and had faced volume
losses and incurred additional sales support to maintain its market position.

Government in its Fiscal Budget applicable for year 2019-20 has levied sales tax on
tea whitener. Therefore, in July, the Industry has taken price increase to the extent of
sales tax adjustment.

Financial Performance

During the period under review, total net sales of the Company stood at Rs 2,535
million compared with Rs 3,694 million while turning to gross loss of Rs. 415 Million
compared with Gross profit of Rs 6 million during the corresponding period last year.

The loss after tax stood at Rs 2,343 million compared with Rs 1,474 million loss in the
corresponding period of last year.

Acquisition intent by Inner Mongolia Yili Industrial Group Company Limited

The Chinese Company withdrew its offer on April 29, 2019 due to inability of both the
parties to reach an agreement on the transaction within the prescribed time period.

Future Outlook
The management remains committed and all be more vigilant to respond to such

sudden changes in external economic factors, by continuously revisiting and
realigning the business strategy to keep the Company buoyant and growing.
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The Company has made a place for its brands in the Market and Management
expects that the Company In Sha ALLAH will continue to grow in volume, market
share and profits.

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

For and on behalf of the Board

Lt Gen Syed Tariq Nadeem Gilani Lt Gen Javed Igbal
HI (M),(Retd) HI (M),(Retd)
Chairman CE&MD

Dated: July 25, 2019
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HALF YEAR ENDED

S0 JUNE Independent Auditor's Review Report
201 9 To the members of Fauiji Foods Limited
Report on Review of Condensed Interim
Financial Statements

Introduction

We have reviewed the accompanying condensed interim statement of financial position of Fauji
Foods Limited (“the Company”) as at 30 June 2019 and the related condensed interim
statement of profit or loss and other comprehensive income, condensed interim statement of
changes in equity, condensed interim statement of cash flows, and notes to the financial
statements for the six-month period then ended (here-in-after referred to as the “condescend
interim financial statements”). Management is responsible for the preparation and presentation
of these interim financial statements in accordance with accounting and reporting standards as
applicable in Pakistan for interim financial reporting. Our responsibility is to express a conclusion
on these financial statements based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements
2410,“Review of Interim Financial Information Performed by the Independent Auditor of the
Entity”. Areview of condensed interim financial statements consists of making inquiries, primarily
of persons responsible for financial and accounting matters, and applying analytical and other
review procedures. Areview is substantially less in scope than an audit conducted in accordance
with International Standards on Auditing and consequently does not enable us to obtain
assurance that we would become aware of all significant matters that might be identified in an
audit. Accordingly, we do notexpress an auditopinion. .

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying condensed interim financial statements are not prepared, in all material respects,
in accordance with the accounting and reporting standards as applicable in Pakistan for interim
financial reporting. .

Other matter

The figures of the condensed interim statement of profit or loss and condensed interim statement
of comprehensive income for the quarters ended 30 June 2019 and 30 June 2018, have not been
reviewed and we do not express a conclusion on them.

The engagement partner on the review resulting in this independent auditor’s review report is
Bilal Ali.

K, Tor, Mo alo-

Date: 25 July 2019 KPMG Taseer Hadi & Co.
Lahore Chartered Accountants




Condensed Interim
Statement of Financial Position

As at 30 June 2019

EQUITY AND LIABILITIES

Share capital and reserves

Authorized capital
700,000,000 (31 December 2018: 700,000,000)
ordinary shares of Rs 10 each

Issued, subscribed and paid up capital
Share premium 5
Accumulated loss
Surplus on revaluation of property, plant
and equipment - net of tax

Non-current liabilities

Long term finances
Liabilities against assets subject to finance lease 6
Employee retirement benefits

Current liabilities

Short term borrowings 7
Loan from Parent Company - unsecured 8
Current portion of long term liabilities

Trade and other payables 9
Unclaimed dividend

Accrued finance cost 10
Contingencies and commitments 11

Note

(Un-audited)
30 June
2019
Rupees

7,000,000,000

fauji foods

(Audited)
31 December
2018
Rupees

7,000,000,000

5,284,071,920
1,925,340,907
(8,797,717,524)

1,351,970,563

5,284,071,920
1,925,340,907
(6,491,314,836)

1,424,377,761

(236,334,134)

3,450,000,000
328,863,047
100,075,351

2,142,475,752

4,191,666,667
289,272,895
86,167,817

3,878,938,398

4,567,107,379

7,070,349,496|[ 4,991,083,521
800,000,000 -
1,150,271,371 403,631,987
746,283,808|| 1,255,264,861
965,752 965,752
267,523,979 195,648,668
10,035,394,406  6,846,594,789

13,677,998,670

13,556,177,920

The annexed notes 1 to 24 form an integral part of these financial statements.

-
ﬂl‘g\@“‘ : W/Q«qu; ) LAzl Jﬁ“%
Chairman Chief Executive Director Chief Financial Officer [y




HALF YEAR ENDED
30 JUNE

2019

Condensed Interim
Statement of Financial Position
As at 30 June 2019

(Un-audited) (Audited)
30 June 31 December
2019 2018

ASSETS Note Rupees Rupees
Non-current assets
Property, plant and equipment 12 7,865,290,827 7,953,143,603
Intangible assets 54,880,827 59,158,143
Security deposits 10,864,306 944,306
Deferred taxation - net 1,329,306,296 1,571,537,380

9,260,342,256 9,584,783,432
Current assets
Stores, spares and loose tools 220,859,521 142,132,460
Stock-in-trade 13 1,357,095,359 1,380,400,512
Trade debts 191,982,924 124,573,265
Loans and advances 83,557,616 61,527,093
Deposits, prepayments and other receivables 368,214,535 733,787,593
Due from associated companies 348,142 308,895
Sales tax refundable - net 425,714,843 440,797,114
Income tax - net 1,098,519,290 989,646,258
Cash and bank balances 14 671,364,184 98,221,298

4,417,656,414

3,971,394,488

13,677,998,670

13,556,177,920

The annexed notes 1 to 24 form an integral part of these financial statements.

<D e
AR ) gt benn
m Chairman Chief Executive Director Chief Financial Officer




Condensed Interim
Statement of Profit or Loss (Un-audited)

For the half year ended 30 June 2019 faujifoods
| For the quarter ended | | For the half year ended |
30 June 30 June 30 June 30 June
2019 2018 2019 2018
Note  ====---- Rupees -------- = a-aa-- Rupees - ------
Sales - net 1,148,927,217  1,841,900,754  2,534,803,217 3,693,630,415
Cost of sales 15 (1,593,467,130) (1,870,800,163) (2,950,292,448) (3,687,603,942)
Gross (loss)/ profit (444,539,913) (28,899,409)  (415,489,231) 6,026,473
Marketing and distribution
expenses 16 (473,709,463)  (402,377,369)  (773,680,145)  (795,977,424)
Administrative expenses (108,064,095)  (107,036,933)  (223,715,095)  (215,447,258)
Loss from operations (1,026,313,471)  (538,313,711) (1,412,884,471) (1,005,398,209)
Other income 17 14,203,792 3,936,046 22,926,792 9,976,426
Other expenses (7,678,704) - (7,678,704) -
Finance cost 18 (431,259,419)  (145,594,048)  (738,942,419)  (280,754,356)
Loss before taxation (1,451,047,802) (679,971,713) (2,136,578,802) (1,276,176,139)
Taxation 19 (193,496,801)  (176,226,725)  (206,602,474)  (198,522,906)
Loss for the period (1,644,544,603)  (856,198,438) (2,343,181,276) (1,474,699,045)
Loss per share - basic
and diluted (3.11) (1.62) (4.43) (2.79)

The annexed notes 1 to 24 form an integral part of these financial statements.

e

@M@" M ) 24l >

Chairman Chief Executive Director Chief Financial Officer




HALF YEAR ENDED

2019

Condensed Interim Statement of
Comprehensive Income (Un-audited)

For the half year ended 30 June 2019

| For the quarter ended |

30 June 30 June
2019 2018

Loss for the period  (1,644,544,603)  (856,198,438)

Other comprehensive
income for the period

Iltems that will not be reclassified
to profit and loss account: - -

| For the half year ended |

30 June 30 June
2019 2018

(2,343,181,276)  (1,474,699,045)

Total comprehensive

loss for the period (1,644,544,603)

(856,198,438)

(2,343,181,276)  (1,474,699,045)

The annexed notes 1 to 24 form an integral part of these financial statements.

e

J
Q&Q’“ j'/Q—WﬁP ) 24l
Chairman Chief Executive Director Chief Financial Officer




Condensed Interim Statement of
Changes In Equity (Un-audited)

fauji foods
For the half year ended 30 June 2019 J
| Capital Reserve | Revenue reserve |
Surplu_s on
Share Share revaluation of | | Accumulated
capital remium property, plant | Total
P and equipment- 0ss
net of tax
------------------------ Rupees - -----cmommmmmmaaaaaas
Balance as at 01 January 2018 5,284,071,920 1,925,340,907 1,458,968,052 (3,722,990,539) 4,945,390,340

Total comprehensive loss for the period - - (1,474,699,045) (1,474,699,045)

Surplus transferred to
accumulated losses

Incremental depreciation relating
to surplus on revaluation - net of tax - - (40,289,533) 40,289,533 -
Effect of change in tax rate on
account of surplus on property, plant

and equipment - - 47,139,906 - 47,139,906
Balance as at 30 June 2018 - - 6,850,373 40,289,533 47,139,906
(unaudited) 5,284,071,920 1,925,340,907 1,465,818,425 (5,157,400,051) 3,517,831,201
Total comprehensive loss

for the period

Loss after taxation - - - (1,374,539,557) | |(1,374,539,557)

Other comprehensive income

Remeasurement of defined
benefit obligation - - - (815,892) (815,892)

- - © (1,375355449)  (1,375,355,449)

Surplus transferred to
accumulated losses

Incremental depreciation

relating to surplus on revaluation -
net of tax - - (41,440,664) 41,440,664 -

Balance as at 31 December 2018 5,284,071,920 1,925,340,907 1,424,377,761 (6,491,314,836) 2,142,475,752

Total comprehensive loss
for the period - - - (2,343,181,276)  (2,343,181,276)

Surplus transferred to
accumulated losses

Incremental depreciation relating
to surplus on revaluation - net of tax - - (36,778,588) 36,778,588 -
Effect of change in tax rate on account

of surplus on property, plant and
equipment - - (35,628,610) - (35,628,610)

- - (72,407,198) 36,778,588 (35,628,610)

Balance as at 30 June 2019
(un-audited) 5,284,071,920 1,925,340,907 1,351,970,563 (8,797,717,524) (236,334,134)

The annexed notes 1 to 24 form an integral part of these financial statements.

e

OW,@‘“ ’Ezﬁﬁf— ) 2ps oo >

Chairman Chief Executive Director Chief Financial Officer m




HALF YEAR ENDED

2019

Note

Cash flows from operating activities

Loss before taxation

Adjustments for non-cash items:
Depreciation on property, plant and equipment 12
Amortization of intangible assets
Gain on disposal of property, plant and equipment
Provision for doubtful debts
Profit on bank deposits
Foreign exchange loss
Provision for employee retirement benefits
Finance cost

Loss before working capital changes

Effect on cash flow due to working capital changes

(Increase) / decrease in current assets:
Stores, spares and loose tools
Stock-in-trade 13
Trade debts
Loans and advances
Deposits, prepayments and other receivables
Due from Associated Companies
Sales tax refundable
Decrease/ (increase) in current liabilities:
Trade and other payables

Cash used in operations

Income tax paid

Employee retirement benefits paid
Security deposits - net

Net cash used in operating activities

Condensed Interim Statement of
Cash Flows (Un-audited)
For the half year ended 30 June 2019

30 June 30 June

For the half year ended

2019 2018
Rupees Rupees

(2,136,578,802)

(1,276,176,139)

364,249,708 312,268,129
6,046,496 1,516,751
(1,157,164) -
7,678,704 -
(11,953,708) (6,397,430)
78,287,315 26,240,243
20,989,654 16,239,121
738,942,419 280,754,356
(933,495,378) (645,554,969)
(78,727,061) (50,180,552)
23,305,153 | |(1,010,885,184)
(75,088,363) 5,339,098
(22,030,523) 4,433,870
365,573,058 (453,805,552)
(39,247) (744,907)
15,082,271 22,683,941
(587,268,368) 824,995

(359,193,080)

(1,482,334,291)

(1,292,688,458)

(108,873,032)

(2,127,889,260)

(261,394,510)

(7,082,120) (727,450)
(9,920,000) 521,323
(1,418,563,610)  (2,389,489,897)

Ll \)
%C/@ M ) Lps oo J&/
Chairman Chief Executive Director Chief Financial Officer




Condensed Interim Statement of
Cash Flows (Un-audited)
For the half year ended 30 June 2019

fauji foods

| 30 June | 30 June |

For the half year ended

2019
Note Rupees

Cash flow from investing activities

2018

Rupees

Fixed capital expenditure
Income on bank deposits received
Short term investment - term deposit receipt

Sale proceeds from disposal of property,
plant and equipment

(178,838,288)
11,953,708
(500,000,000)

35,515,594

(438,366,267)
6,397,430

Net cash used in investing activities (631,368,986)

Cash flow from financing activities

(431,968,837)

Short term borrowings - net 1,149,619,596
Finance cost paid (667,067,108)
Dividend paid -

549,999,175
(241,425,859)
(3,352)
(18,194,432)

290,375,532

(2,531,083,202)
(254,199,678)

(2,785,282,880)

Lease rentals paid (89,123,385)
Loan received from Parent Company 800,000,000
Net cash generated from financing activities 1,193,429,103
Net decrease in cash and cash equivalents (856,503,493)
Cash and cash equivalents - at beginning of the period (4,542,862,747)
Cash and cash equivalents - at end of the period (5,399,366,240)
Cash and cash equivalents comprise of the following:

- Cash and bank balances 14 171,364,184

- Running finances 71 (5,570,730,424)

689,136,771
(3,474,419,651)

(5,399,366,240)

(2,785,282,880)

The annexed notes 1 to 24 form an integral part of these financial statements.

e
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HALF YEAR ENDED

Notes to the Condensed Interim

30 JUNE
Financial Statements (Un-audited
2019 ( )

1

For the half year ended 30 June 2019

The Company and its operations

Fauji Foods Limited ("the Company") was incorporated in Pakistan on 26 September 1966 as
a Public Company and its shares are quoted on Pakistan Stock Exchange. It is principally
engaged in processing and sale of toned milk, milk powder, fruit juices, allied dairy and food
products. The registered office of the Company is situated at Fauji Foods Limited, 42 CCA, Ex
Park View, DHA Phase-VIll, Lahore (formerly at FFBL Complex, 103 A/B, Shahrah-e-Quaid-
e-Azam, Lahore) and the manufacturing facility is located at Bhalwal, District Sargodha. The
Company is a subsidiary of Fauji Fertilizer Bin Qasim Limited, the Parent Company.

During the half year ended 30 June 2019, the Company has incurred a loss after tax of
Rs. 2,343.18 million and as of this date the accumulated losses stands at Rs. 8,797.72 million
and its current liabilities have exceeded its current assets by Rs. 5,617.74 million.
Consequent to acquisition of the Company by Fauji Group in year 2015, the management has
taken various operational measures towards transformation of the Company that includes
curtailment of higher input costs, increasing production scales to optimum levels by BMR -
balancing, modernization and replacement of production facility amounting to Rs. 6,825
million (during the last three years), strengthening of milk collection and sales and distribution
structures. The management has also taken various financial initiatives towards
improvement of liquidity that included raising of equity finance of Rs. 6,896 million to date
through right issue to support working capital and capital expenditure requirements. Further
fresh working capital lines of Rs. 1,500 million, in addition to existing lines of Rs. 5,200 million
(availed till 31 December 2018), were arranged from new and existing lenders during this half
year to meet operational liquidity requirements. The Board of Directors and shareholders of
the Parent Company have approved financial support of Rs. 3,000 million (through either, ora
combination of, a subordinated shareholder loan or collateral support) for meeting the
contractual obligations and operational liquidity of the Company out of which Rs. 2,200 million
remains un-utilized.

It is anticipated that above steps will not only improve the operational performance and
liquidity of the Company but also contribute significantly towards the profitability of the
Company in the foreseeable future. Accordingly these interim financial statements have been
prepared on a going concern basis.

Basis of preparation and 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
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.
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This condensed interim financial statements comprises the condensed interim statement of
financial position of the Company as at 30 June 2019 and the related condensed interim
statement of profit or loss, condensed interim statement of comprehensive income,
condensed interim statement of changes in equity and condensed interim statement of cash
flows together with the notes forming part thereof.

This condensed interim financial statements do not include all of the information required for
annual financial statements and should be read in conjunction with the annual audited
financial statements for the year ended 31 December 2018. Comparative condensed interim
statement of financial position is stated from annual audited financial statements as of 31
December 2018, whereas comparatives for condensed interim statement of profit or loss and
other comprehensive income, condensed interim statement of changes in equity and
condensed interim statement of cash flows and related notes are extracted from condensed
interim financial statements of the Company for the six months’ period ended 30 June 2018.

These condensed interim financial statements are unaudited and being submitted to the
shareholders as required under Section 237 of the Companies Act, 2017 and the listing
regulations of Pakistan Stock Exchange Limited.

These condensed interim financial statements are presented in Pakistan Rupees which is
the Company's functional currency and all financial statements presented have been rounded
off to the nearest rupees, except otherwise stated.

Use of estimates and judgments

The preparation of these condensed interim financial statements requires management to
make judgments, estimates and assumptions that affect the application of accounting policies
and the reported amounts of assets and liabilities, income and expenses. Actual results may
differ from these estimates.

In preparing the condensed interim financial statements, the significant judgments made by
the management in applying accounting policies and the key sources of estimation
uncertainty are the same as those applied in the preparation of annual audited financial
statements for the year ended 31 December 2018.

Statement of consistency in accounting policies

4.1 The accounting policies and the methods of computation adopted in the preparation of
the condensed interim financial statements are same as those applied in the preparation
of annual audited financial statements for the year ended 31 December 2018 except for
the adoption of new standards effective as off 01 January 2019 as stated below:

4.1.2 Changeinaccounting policies

The Company has adopted IFRS 15 'Revenue from Contracts with Customers',
IFRS 9 'Financial Instruments' and IFRS 16 'Leases' from 01 January 2019
which is effective from the annual periods beginning on or after 01 July 2018,
period ending on or after 30 June 2019 and periods begining on or after 01
January 2019 respectively. The details of new significant accounting policies
adopted and the nature and effect of the changes from previous accounting
policies are set out below:




HALF YEAR ENDED

2019

4.1.21

4.1.2.2

4.1.23

IFRS 15 'Revenue from Contracts with Customers’

IFRS 15 establishes a comprehensive framework for determining whether, how
much and when revenue is recognized. It replaced IAS 18 Revenue, IAS 11
Construction Contracts and related interpretations. Under IFRS 15, revenue is
recognized when a customer obtains control of the goods or services. Determining
the timing of the transfer of control at a point in time or over time requires judgement.
The Company is engaged in the sale of toned milk, milk powder, fruit juices, allied
dairy and food products. The contracts with customers for the sale of goods generally
includes single performance obligation. Management has concluded that revenue
from sale of goods be recognized at the point in time when control of the asset is
transferred to the customer, which is when the goods are delivered to the customer.
However, the adoption of IFRS 15 which has replaced IAS 18 Revenue, IAS 11
Construction Contracts and related interpretations at 01 July 2018, did not have a
material impact on the amounts of revenue recognized in these condensed interim
financial statements except for reclassification of the variable trade discount which is
now to be set off against the sales. The corresponding figures have been represented
to reflect this change on adoption of IFRS 15. Accordingly, selling and distribution
expense of Rs. 273.92 million (30 June 2018: Rs. 180.17 million) has been
reclassified to sales. This reclassification has no impact on the reported Loss per
Share (EPS) of the corresponding period.

IFRS 9 Financial Instruments

IFRS 9 replaced the provisions of IAS 39 ' Financial Instruments: Recognition and
Measurement' that relates to the recognition, classification and measurement of
financial assets and financial liabilities, derecognition of financial instruments,
impairment of financial assets and hedge accounting. The details of new significant
accounting policies adopted and the nature and the effect of the changes to the
previous accounting policies are set out below:

Classification and measurement of financial assets and financial liabilities

IFRS 9 largely retains the existing requirements in IAS 39 for the classification and
measurement of financial liabilities. However, it eliminates the previous IAS 39
categories for the financial assets of held to maturity, loans and receivables and
available for sale. Under IFRS 9, on initial recognition, the Company classifies its
financial assets in the following measurement categories:

- Those to be measured subsequently at fair value either through Other
Comprehensive Income ("FVOCI"), or through profit or loss ("FVTPL"); and
- Those to be measured atamortized cost.

The classification depends upon entity's business model for managing the financial
assets and the contractual terms of the cash flows.

A financial asset is measured at amortized cost if it meets both of the following
conditions and is not designated as at fair value through profit or loss:

- It is held within the business model whose objective is to hold assets to collect
contractual cash flows; and
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- lts contractual terms give rise on specified dates to cash flows that are solely
payments of principal and interest on principal amount outstanding.

For assets measured at fair value, gains and losses will either be recorded in profit or
loss or other comprehensive income. For investments in equity instruments that are
not held for trading, this will depend on whether the Company has made an
irrevocable election at the time of initial recognition to account for the equity
investment at FVOCI. However, the above had no effect on these interim financial
statements as the Commpany has no investments at the reporting date.

Trade and other receivables including deposits, cash and cash equivalents that were
classified as loans and receivables under IAS 39 are now classified at amortised
cost. Trade receivable is initially measured at transaction price and are subsequently
measured at amortised cost using the effective interest method, net of impairment
losses. Interest income, foreign exchange gains and losses and impairment are
recognised in profit or loss. Any gain or loss on derecognition is recognised in profit or
loss. Changes in accounting policies resulting from change in classification and
measurement of these financial assets does not have a significant impact on these
condensed interim financial statements.

Impairment

IFRS 9 replaces the 'incurred loss' model in IAS 39 with an 'expected credit loss'
("ECL") model. IFRS 9 introduces a forward looking expected credit losses model,
rather than the current incurred loss model, when assessing the impairment of
financial assets in the scope of IFRS 9. The new impairment model applies to the
financial assets measured at amortized cost, contract assets and debt investments
at FVOCI, but not to investments in equity instruments.

The Company applies the IFRS 9 simplified approach to measuring expected credit
losses which uses a lifetime expected loss allowance for all trade receivables and
contract assets. Impairment losses related to trade and other receivables, including
contract assets, are presented separately in the statement of profit or loss. Trade
receivables are written off when there is no reasonable expectation of recovery.
Management used actual credit loss experience over past years to base the
calculation of ECL on adoption of IFRS 9. This includes both qualitative and
quantative information and analysis, based on historical experience and informed
credit risk assessment including forward looking information. Given the Company's
experience with customers having good collection history with no historical loss rates
/ bad debts and normal receivable ageing, the move from an incurred loss model to
an expected loss model has not had a material impact on the financial position and /
orfinancial performance of the Company.

IFRS 16 -Leases

IFRS 16 introduces a single, on-balance sheetlease accounting model for lessees. A
lessee recognizes a right-of-use asset representing its right to use the underlying
asset and a lease liability representing its obligation to make lease payments. As a
result, the Company, as a lessee, has recognized right of use of assets representing
its right to use the underlying assets and lease liabilities representing its obligation to
make lease payments. There are recognition exemptions for short-term leases and
leases of low-value items. Lessor accounting remains similar to the current standard
i.e. lessors continue to classify leases as finance or operating leases.




HALF YEAR ENDED

2019

Under IFRS 16, a contract is, or contains, a lease if the contract conveys a right to
control the use of an identified asset for a period of time in exchange for
consideration.

As alessee

As a lessee, the Company previously classified leases as operating or finance leases
based on its assessment of whether the lease transferred substantially all of the risks and
rewards of ownership. Under IFRS 16, the Company recognizes right of use assets and
lease liabilities for material leases i.e. these leases are on balance sheet.

'The Company presents right-of-use assets in ‘property, plant and equipment’, the same
line item as it presents underlying assets of the same nature thatit owns.

The Company has presented non-current and current portion of related lease liabilities in
the statement of financial position considering their due dates for payment.

Significant accounting policies

The Company recognizes a right of use asset and a lease liability at the lease
commencement date. The right of use asset is initially measured at cost, and
subsequently at cost less accumulated depreciation and impairment losses, and
adjusted for certain re-measurements of the lease liability. Right of use asset is disclosed
in the property, plant and equipment as referred to in 12.1 of these interim financial
statements.

The lease liability is initially measured at the present value of the lease payments that are
not paid at the commencement date, discounted using the interest rate implicit in the
lease or if that rate cannot be readily determined, the Company’s incremental borrowing
rate. The Company has used itincremental borrowing rate as the discount rate. The lease
liability is subsequently increased by the interest cost on the lease liability and decreased
by lease payment made. It is re-measured when there is a change in future lease
payments arising from a change in rate or a change in the terms of the lease
arrangement. Refer note 6 to these interim financial statements for disclosure of lease
liability.

The Company has elected not to recognize right of use assets and liabilities for some
leases of low value assets (milk collection centers/warehouses). The Company
recognizes the lease payments associated with these leases as an expense on a straight
line basis over the lease term.

The Company has applied judgement to determine the lease term for some lease
contracts in which it is a lessee that include renewal options. The assessment of whether
the Company is reasonably certain to exercise such options impacts the lease term,
which significantly affects the amount of lease liabilities and right-of-use assets
recognised.

Transition

The Company used the following practical expedients when applying IFRS 16 to leases
previously classified as operating leases under IAS 17.

- Applied the exemption not to recognise right-of-use assets and liabilities for leases
with less than 12 months of lease term.
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- Excluded initial direct costs from measuring the right-of-use asset at the date of
initial application.

- Used hindsight when determining the lease term if the contract contains options to
extend or terminate the lease.

Impact of financial statements

The Company has applied IFRS 16 using the modified retrospective approach.
However none of the leases prior to 01 January 2019 have been considered as
significant for the purpose of application of IFRS 16 and accordingly the application of
IFRS 16 has noimpact on the opening retained earnings as at 01 January 2019.

The Company has entered into a new lease agreement for office agreement with effect
from 01 June 2019. Accordingly, right of use asset of Rs. 133.69 million and lease
liability of Rs. 131.37 million has been recognized as at 01 June 2019.

Also in relation to those leases under IFRS 16, the Company has recognised
depreciation and interest costs, instead of operating lease expense. During the six
months ended 30 June 2019, the Company recognised Rs. 2.23 million of depreciation
charges and Rs. 1.49 million of interest costs from this lease.

4.1.4 Other than those disclosed above in note 4.1.2, there were certain other new

amendments to the approved accounting standards which became effective during the
period but are considered not to be relevant or have any significant effect on the
Company's operations and are, therefore, not disclosed.

The following amendments and interpretations of approved accounting standards will
be effective for accounting periods as detailed below:

Amendments and interpretations of approved accounting standards

IFRIC 23 - Uncertainty over Income Tax Treatments 01 January 2019

Amendment to IAS 28 - Investments in associates and 01 January 2019
joint ventures -Long Term Interests in Associates and
Joint Ventures

Amendment to IAS 19 - Employee benefits - Plan 01 January 2019
Amendment, Curtailment or Settlement

Amendment to IFRS 3 - Business Combinations - 01 January 2019
Definition of a Business

Amendments to IAS 1 Presentation of Financial 01 January 2019
Statements and IAS 8 Accounting Policies, Changes
in Accounting Estimates and Errors

Annual Improvements to IFRS Standards 2015-2017 01 January 2019
Cycle
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5 Share premium

This reserve can only be utilized by the Company for the purpose specified in Section 81(2)
ofthe CompaniesAct, 2017.

(Un-audited) (Audited)

30 June 31 December
2019 2018
6 Liabilities against assets Note Rupees Rupees
subject to finance lease
Liabilities for finance lease assets 6.1 353,720,441 434,571,549
Liability recognized for right of use asset 125,413,977 -

479,134,418 434,571,549

Less: Current maturity presented under current liabilities (150,271,371)  (145,298,654)

328,863,047 289,272,895

6.1 This includes amount of Rs. 50.87 million (31 December 2018: Rs. 54.93 million)
payable to Askari Bank Limited, an associated undertaking.
(Un-audited) (Audited)
30 June 31 December
2019 2018
Short term borrowings Note Rupees Rupees
Interest / mark-up based loans - secured 71 5,5670,730,424 4,641,084,045
Islamic mode of financing - secured 7.2 1,499,619,072 349,999,476
7,070,349,496 4,991,083,521
7.1 Interest/ mark-up based loans -secured

This represents utilized amount of short term running finance facilities ("facilities") under
mark-up arrangements available from various commercial banks aggregating to Rs
5,683.44 million (31 December 2018: Rs 4,650.94 million). These facilities are secured
against charge over all current assets and fixed assets (excluding land and building) of
the Company and carry mark-up ranging from 9.85% to 12.63% (31 December 2018:
6.46% to 11.71%) per annum, payable quarterly and semi-annually in arrears. These
facilities are expiring on various dates (Latest by April 2019 and maximum by June 2020).

This includes balance of Rs. 738.38 million (31 December 2018: Rs. 708.02 million)
payable to Askari Bank Limited, an associated undertaking.

This includes Rs. 1,000 million availed from JS Bank Limited. Out of this Rs. 500 million
has been held with the bank under lien as referred in the note 14.1.
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7.2 Islamic mode of financing - secured

This represents utilized amount of short term finance facilities (Wakala Istithmar)
availed from Dubai Islamic Bank aggregating to Rs 550 million (31 December 2018:
Rs 550 million) and short term finance facility (Istisna) availed from Al baraka Bank
aggregating to Rs. 1,000 million (31 December 2018: Nil). These facilities carry
mark-up ranging from 7.01% to 12.05% per annum (31 December 2018: 7.26% to
10.06%) per annum. The facility is expiring in July 2019.

7.3 Unavailed credit facilities
Out of total facilities for opening of letters of credit and guarantees of Rs. 1,507.30

million (31 December 2018: Rs 1,386.24 million) as at 30 June 2019 unutilized
amount as of that date was Rs. 957.50 million (31 December 2018: Rs 1,080.89

million).
(Un-audited) (Audited)
30 June 31 December
2019 2018
8 Loan from Parent Company - unsecured Rupees Rupees
Interest / mark-up based subordinated
loan - unsecured 800,000,000 -

This represent utilized amount of loan availed from the Parent Company (Fauiji Fertilizer
Bin Qasim) under markup arrangement on account of sponsor support of Rs. 3,000 million
to meet working capital requirement of the Company. This loan is subordinated to the
Company's secured debt obligations, is for a period of one year and carries markup at 3
months kibor plus 1.5% per annum, payable quarterly in arrears. The Board of Directors
and shareholders of the parent company in their meeting held on 30 January 2019 and 29
March 2019 respectively approved the sponsor support in the total amount not exceeding
Rs. 3,000 million through either, or a combination of, a subordinated shareholder loan or
collateral support for a period not exceeding one year.

9 Trade and other payables
This includes Rs. 0.52 million (31 December 2018: Rs. 0.52 million) and Rs. 5.40 million
(31 December 2018: Nil) due to associated undertakings namely Noon Sugar Mills Limited
and Askari Bank Limited respectively.

10 Accrued finance cost
This includes amount of Rs. 4.44 million (31 December 2018: Nil) and Rs.16.27 million (31
December 2018: Nil) payable to Askari Bank Limited, an associated undertakings and
Fauji Fertilize Bin Qasim Limited, the Parent Company respectively.

11 Contingencies and commitments

11.1 Contingencies

There has been no significant changes in contingencies as reported in the annual
audited financial statements of the Company for the year ended 31 December 2018.
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11.2 Commitments

The Company has the following commitments in respect of:

(i) Commitments, for capital expenditure, against irrevocable letters of credit
outstanding at the period end were for Rs. 430.04 million (31 December

2018: Rs. 56.98 million).

(ii) Commitments, for purchase of raw/ packing material, outstanding at the period
endwere for Rs. 32.73 million (31 December 2018: Rs. 312.14 million).

12 Property, plant and equipment

Operating fixed assets

Capital work in process

12.1 Operating fixed assets

Net book value at beginning
of the period / year

Additions during the period / year
Right of use asset

Disposals during the period / year

Depreciation charged during the period / year

Note

121
12.2

12.1.1

Net book value at end of the period / year

12.1.1

(Un-audited)
30 June
2019
Rupees

7,805,531,500
59,759,327

(Audited)
31 December
2018
Rupees

6,885,161,167
1,067,982,436

7,865,290,827

7,953,143,603

6,885,161,167
1,185,292,217
133,686,254
(34,358,430)
(364,249,708)

6,637,495,791
923,059,708
(6,686,370)
(668,707,962)

7,805,531,500

6,885,161,167

During the half year ended 30 June 2019, the Company has entered into a

new lease agreement for use of office premises for a period of 5 years. The
Company will make fixed payments (with 10% annual increment every year)
onuse of assetduring the contract period.
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12.2 Capital work in progress

Plant and machinery
Building
Leased vehicles

Office equipment

Stock-in-trade
Raw and packing material
- In hand
- In transit
Work-in-process

Finished goods

fauji foods

(Un-audited) (Audited)
30 June 31 December
2019 2018

Note Rupees Rupees
28,569,068 857,915,549
- 158,506,111
30,254,259 24,651,000
936,000 26,909,776
59,759,327 1,067,982,436
871,108,205 857,374,937
100,208,886 235,680,171
131 49,547,168 29,463,602
13.1 336,231,100 257,881,802

1,357,095,359

1,380,400,512

13.1 The amount charged to statement of profit or loss on account of write down of
finished goods to net realizable value amounts to Rs. 19.85 million (31 December

2018: Rs 12.95 million).

Cash and bank balances
Cash-in-hand
Cash at banks

- Current accounts
- Saving accounts

- Term deposit receipt - JS Bank Limited 14.2

- Dividend accounts

47,237 737,941

10,204,185 6,196,620

14.1 160,891,271 91,065,247
500,000,000 -

221,491 221,490

14.3 671,316,947 97,483,357

671,364,184 98,221,298
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14.1

14.2

14.3

This carries profit at the rates ranging from 3.75% to 9.80% (31 December 2018:
3.75% to 5%) per annum.

This amount (term deposit) is held under a lien contract with JS Bank Limited at an
interest rate of 9.5% in respect of the short term borrowing availed as referred to in
note 7.1. This amount is held for a period of 1 year and cannot be utilized before
maturity. The Company through the letter of lien has undertaken not to withdraw or call
back the deposit until the finances availed by the Company are fully repaid/adjusted.

This includes balance of Rs. 127.28 million (31 December 2018: Rs. 32.73 million)
with Askari Bank Limited, an associated undertaking.

15 Cost of sales Note

Raw materials consumed
Salaries, wages and other benefits
Power and fuel

Packing materials consumed
Freight and forwarding

Stores and spares consumed
Repair and maintenance

Rent, rates and taxes

Depreciation on property, plant and equipment

- Milk collection centres
- Production facility
Insurance

Adjustment of work-in-process
Opening stock

Closing stock 13

Cost of goods manufactured

Adjustment of finished goods
Opening stock
Closing stock 13

(Un-audited)
30 June
2019
Rupees

1,343,438,599

(Un-audited)
30 June
2018
Rupees

1,936,420,921

131,539,375 152,431,647
155,780,066 148,308,541
923,053,427 1,390,846,138
61,653,954 121,708,399
69,529,469 125,478,231
33,544,167 86,661,692
8,934,433 18,899,072
31,815,944 27,844,680
284,407,054 267,953,095
4,156,771 7,401,812
3,047,853,259 4,283,954,228
37,295,000 26,134,645

(49,547,168)

(240,521,582)

(12,252,168)

(214,386,937)

3,035,601,091

4,069,567,291

250,922,457 123,457,306
(336,231,100)| | (505,420,655)
(85,308,643)  (381,963,349)
2,950,292,448  3,687,603,942
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19

Marketing and distribution expense

fauji foods

This mainly includes advertisement expenses of Rs. 399.93 million (30 June 2018: Rs.
568.10 million) incurred during the period on brand development and promotion of the

Company's products.

Other income

This includes an amount of Rs. 18.55 million (30 June 2018: Rs. 6.40 million) earned on

account of interest/ mark-up based deposits.

Finance cost

Islamic mode of financing
- Short term borrowings

Interest and mark-up on:
- Long term finance

- Short term borrowings
- Loan from Parent Company
- Lease liabilities

Bank charges and commission
- Exchange loss / (gain)

Taxation

Current:
- For the period

Deferred:
- For the period

Note

191

(Un-audited)

(Un-audited)

30 June 30 June
2019 2018
Rupees Rupees
52,472,412 5,281,499
255,557,986 151,220,098
310,215,189 90,297,480
16,271,671 -
31,151,442 4,375,063
2,665,108 3,339,973
70,608,611 26,240,243
738,942,419 280,754,356
206,602,474 198,522,906
206,602,474 198,522,906

19.1 In view of available tax losses under normal tax regime, the provision for current tax
represents tax under "Minimum Tax" scheme under section 113, of Income Tax
Ordinance, 2001. Current tax charge for the year has been restricted to zero due to
availability of tax credit related to balancing, modernization and replacement of plant

and machinery already installed under section 65B of the

Ordinance, 2001.

Income Tax
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21.1 The Company's financial risk management objective and policies are consistent with

that disclosed in the annual financial statements of the Company for the year ended

31 December2018.

21.2 The following table shows the carrying amounts and fair values of financial

instruments and non-financial instruments including their levels in the fair value

hierarchy:
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30 June 2019 (Un-audited)

Carrying amount Fair value
Financial assets Financial
at amortized liabilities at Total Level 1 Level 2 Level 3
cost amortized cost
Note e RUPEES - === ==m-=mmmmmm e e
Financial instruments
30 June 2019
Financial assets not
measured at fair value
Security deposits 132,436,398 - 132,436,398 - -
Trade debts 191,982,924 - 191,982,924 - -
Due from employees 8,306,715 - 8,306,715 - -
Due from Associated Companies 348,142 - 348,142 - -
Other receivables 237,057,930 - 237,057,930 - -
Bank balances 671,364,184 - 671,364,184 - -
211 1,241,496,293 - 1,241,496,293 - -
Financial liabilities not
measured at fair value
Long term finances - 4,450,000,000 4,450,000,000 - -
Liabilities against assets
subject to finance lease - 463,310,880 463,310,880 - -
Trade and other payables - 656,000,171 656,000,171 - -
Short term borrowing - 7,070,349,496  7,070,349,496 - -
Accrued finance cost - 267,523,979 267,523,979 - -
211 - 12,907,184,526 12,907,184,526 - -
31 December 2018 (Audited)
Carrying amount Fair value
Loans and i
receivables Total Level1 Level 2 Level 3
Note L ia--- Rupees ----------cmmommmmmnnnn
Financial instruments
31 December 2018
Financial assets not
measured at fair value
Security deposits 129,053,715 129,053,715 - -
Trade debts 124,573,265 124,573,265 - -
Due from employees 5,454,374 5,454,374 - -
Due from Associated Companies 308,895 308,895 - -
Other receivables 601,111,088 601,111,088 - -
Bank balances 98,221,298 98,221,298 - -
211 958,722,635 958,722,635 - -
Financial liabilities not
measured at fair value
Liabilities against assets
subject to finance lease - 434,571,549 434,571,549 - -

Long term finances
Trade and other payables
Short term borrowing
Accrued finance cost

211

4,450,000,000
- 1,136,809,987
- 4,991,083,521
- 195,648,668

4,450,000,000
1,136,809,987
4,991,083,521

195,648,668

- 11,208,113,725

11,208,113,725
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HALF YEAR ENDED
30 JUNE
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23 Date of authorization

These condensed interim financial statements has been approved by the Board of Directors
of the Company and authorized forissue on 25 July, 2019.
24 General

Corresponding figures have been re-arranged and re-classified, where necessary, for the
purpose of comparison and better presentation as per reporting framework.
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| Head Office
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I (Ex Park View), Lahore.

Tel: +92-42-37136310, +92L42—37136315-17
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