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DIRECTORS' REPORT TO THE SHAREHOLDERS

our Directors fed pleasure dited financial f your Cormpany for the 3'° Quarter ended 31
March 2019,
FINANCIAL RESULTS 31.03.2019 31.03.2018
(RUPEES INT HOUSAND }
REVENLIE 2388702 2,043528
COS OF SALES 12,123,066)  {1,859,423)
GROSS PROFIT 265556 184,105
DISTRIBUTION COST [a1,3a9) (19,942}
ADMINISTRATIVE EXPENSES (107,847} {80,310}
OTHER EXPENSES (2314) (127}
OTHER INCOME 25857 3248
FINANCE COST 187,849) (74,495}
PROFIT BEFORE TAXATION 52,154 12475
TAXATION 11,301 33
PROFIT AFTER TAXATION 40,254 12,508
EARNING PER SHARE-BASIC
ANDDILUTED [RUPEES) 4.06 1.26

By the Blessings of Almighty ALLAH your company achleved Revenue growth of 16.89%, After Tax Profit of Rs40.254
Millon as compared to profit of R5.12.508 Millon from the comparable period of last year. Your management is
optimistic about further improved resuttsin future, if other factors emain same,

BUSINESS OUTLOOK:

Textile industry & facing massve dificulties in doing business as cost of rew matenal is increasing day by day. Raw
cottonand polyester fiber prices are high as compared to last year. Finance cost has increased due torising Kb or ates.
However, the refief given by the Government in enetgy prices provide massive support.

With the Almighty ALLAH's blessings, financid performance of the company & 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 consideringthe facts cited above. Operational performance of the company was admirsble

and ach pi tagets with Cuality.

ELRTHER EXPANSION

With Almighty ALLAH'S blessings managementhas planned to Increase spindles |nsha Allah.
SCKNOWL EDGEMENT

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

On belyf of the Bpand

Faisalahad 5i
Aoril 25, 2019 Chief Executive Officer
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CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS (Un-audited)
FOR THE THIRD QUARTER ENDED 31 MARCH 2019

NOTE THIRD QUARTER ENDED QUARTER ENDED

31 Mard 31 March almmm 31 March

{RUPEES IN ‘I'HDI.IS.AND}—-—-———
REVENUE 2,388,722 2,043,528 865,508 722,50
COST OF SALES [ (2,123,088 (1,859,423) (764,363) (548,447)
GROSS PROFIT 765,650 18,105 WL, 74,097
DISTRIBUTION COST (41,349) (19,942) (14.084) (5,360)
ADMINISTRATIVE EXPENSES (107,847) (80,310) (39.752) {30,431)
OTHER EXPENSES (2,314) (127) (515) -
QTHER INCOME 5,857 3,248 10,930 1,601
FINANCE COST (87 B49) (74,499) (37,360) (25,790)
PROFIT BEFORE TAXATION 2,154 12,475 70,35 14117
TAXATION (11,800) 33 (11,365) {10,785)
PROFIT AFTER TAXATION 0,254 12,508 550 339
EARNINGS PER SHARE - BASIC
AND DILUTED (RUPEES) 406 1.26 091 0.3

The annexed notes form an integral part of these mndensed intenm financial statements.

(et

Al D FAEED OMER SAEED T»QLPQEER AHMAD TAIFOOR
CHIEF EXECUTIVE OFFICER DIRECTOR CHIEF FiNRN_?I&& OFFICER
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (Un-audited)
FOR THE THIRD QUARTER ENDED 31 MARCH 2019

PROFIT AFTER TAXATION 40,254 12,508
OTHER COMPREHENSIVE INCOME

Items that will not be reclassified
subsequently to profit or loss:

Surphss on revaluation of freehold land = 15411

Items that may be rechssified
subsequently to profit or loss

Other comprehensive income for the period - 15411

TOTAL COMPREHENSIVE INCOME

FOR THE PERIOD 40,254 27919

QUARTER ENDED
31 March
2019
THOUSAND] - -
Restated

8,389 3,331

= | 15411

15411

8,563 18742

The annexed notes frm an integral pant of these condensed Interim finandal statements.

Al D FAEED OMER SAEED
CHIEF EXECUTIVE OFFICER DIRECTOR

(et

T»QLPQEER AHMAD TAIFOOR
CHIEF FJNRN_?I-% QFFICER
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IDEAL SPINNING MILLS LIMITED

SRU WUARTER ALLUUNTS

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

Fnance cost paid

Income tax paid

Staff retirement gratuity paid

Met decrease in long term deposits and prepayments
Met decrease in keng term oans

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 pald

Short term borowings -

Net cash from ﬂn'm:ing 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

|FOR THE THIRD QUARTER ENDED

31 March 3: an
2019
(RUPEES IN 'mousmn)
(50,907 30,997
(58,359) (44,752)
(18,181) (7,490)
(6364) (9,865)
60 146
97 273
(133,654) {30,691}
98,473 50,855
(96,403) (59,001)
(80,913)
(1,238)]
332,558
250,807 108,652
20,750 18,560
6,383 8,666
FEAEE] T7626

d Interim finandal

The amnexed notes form an Integral part of these cond

Al D FAEED
CHIEF EXECUTIVE OFFICER

OMER SAEED
DIRECTOR

(et

T»QLPQEER AHMAD TAIFOOR
CHIEF FJNRN_?I-% QFFICER
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a)

i)

b)
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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

Tdeal Spinning MEls Limited (the Company) is a pubdic mited company incorporaled in Pakistan on 0B June 1989
under the Companies Ordnance, 1984 (Now Companies Act, 2017) and its shares are quoted on Pakistan Stock
Exchenge Limited, The principal adivity of the Cofrpany is manufacturing B\d sdle of yamn, chth and hosery
produds. The Compeny's registered office IS situeted at Room Mo, 404-405, Floor, Business Cantre, Mumtaz
Hassan Road, Karachi.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF PREPARATION

Statement of compliance

These condensed interim financial statements have been prepared in accondance with the accounting and reparting
sandards as applicabie in Pakistan for interim financial reporting. The accounting and reporting standards as
epgiicabie in Pakisten for intesim financial reporting comprise of;

= International Accourting Standard (IAS) 34 'Interim Financial Reparting', issued by the Intemationa! Accounting
Standards Board (TASB) as notified under the Companies Act, 2017; and

= Provisions of and directwves issued under the Companies Act, 2007,

Where the provisions of and directives issued under the Companies Adt, 2017 differ with the requirements of 1AS 34,
the provigions of and drectives issued under the Compenies A, 2017 have been fllowed,

These condensed interim finarcial statements do not indude & the information and disdosures required in the

annual audred financiel statements, and should be read in conjunction with the Campany's annual audited finanoal
staternents for the year ended 30 June 2018,

[policies and methods

The sccounting policies and methods of computations adapted for the preparation of these condensed mterim
financial statements are the same as applied in the preparation of the preceding audted annual pubdshed finandal
staements of the Compeny for the yeer ended 30 Jure 2018 except for the changes in accourting poiicies as stated
in Note 2.3 to these condensed intanm financal statemants.

ACCOUNTING ESTIMATES, JUDGMENTS AND FINANCIAL RISK MANAGEMENT

The preparation of these condensed interim Mnanciad statements in conformity with the approved sccounting
standards requires the use of certain critical acoounting estimates. [t also requires the managemeant to exsrcse fts
judgment in the process of appling the Company's acoounting policies, Estimates and judgments ane continually
evaluated and are based on histonal experience and other Sctors, including expectations of future events that are
besieved to be reasonabie undes the creumstances,

Durng prepamtion of these condensed nterim financial the signifiant made by the
management in applying the Compary’s accounting policies and the key sources of estimation and uncertanty were
the same as those that appled in the preceding audted annual publshed financial statemants of the Company for the
year ended 30 Jure 2018,

The Company's financal risk management objecives and policles afe consistent with those disclosed in the
Company's annual sudited fnancal statements for the yesr 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 D1 July 2018;
IFRS 9 ‘Financial Instruments

The Company has adopted IFRS 9 “Financal Instruments" from 01 July 2018, The standard introduced new
dassification ard measurement modeds for inancial assets, A linancisl asset shall be measured at amortised cost if it
is held within a busine ss mode! whose objective is to hold assats in order to cliect contractual cash flows which anise
on specified dates and that are solefy principal and mterest, A debl investment shall e measured at fir vahe
through other comprehensive income if it is held within a business mode! whose objective & to both hold assets in
order b ollect contractual cash Nows which arise on specified dates that are solely principal and interest &5 well &
salling the asset on the basis of its fair value. AN other finandal assets are classified and measured at fair value
through proafit or loss unless the Comgany makes an irevocable election on initil recogition Lo present gains and
|ossas on equity nstruments in other compeehensive income. Despite these requiements, a financial asset may be
imevacably designated as measured at fair value through profit or loss to reduce the effect of, or ebminats, an
aomunting mismatch. For financal Babiities designated at fair value through prafit or loss, the stendard requires the
poetion of the change in fair value that rebtes to the Company's own dedit risk to be presented in other
compeehensive Income (unless itwould eate an accounting mismatch). New simpler hadge accounting requirements
are ntendad to more closely afign the accounting treatment with the risk management activities of the Company.
New imgairment requinements use an 'Bxpected Credd Loss' (ECL') model te recognise an allowance. Impasrment i
measured using a 12-manth ECL method undess the oedt nsk on a financal instrument has increased significantly
since initial recorition in which case the lifetime ECL method is adapled. For receivebles, & smpified approach to
measure expected medt lossas using a [Eetme expacted loss allowance is avaliable.

The Cormgany hes adopted TFRS 9 without restating the price period results.
Key changes in accounting policies resulting from application of IFRS 8
al and of finandal

IFRS 9 kargely retains the exdsting requirements in 1AS 39 "Financial " far
the dessifcation and measurement of finéncal iabdites, However, it replaces the Dremus IRS 39 categaries for
Mnancial assets ie, loans and receivables, Fair Vake Through Proft or Loss (FVTPL), aveilable for sale and held to
matusity with the categones such a5 amortised cogt, Fair Value Through Profit or Loss (FYTPL) and Fair Value
Through Other Comprehersive Income (FYTOCT),

Classification

Feom 01 JI‘( 20]5, The Company dessfies ils financial assets in the category of 'at amorised g’ The
on the Campany’s managing the financial assets and the onracual terms

of the cash ﬂo«s.
Measurement

Subseguent measurement of finarcial assets depends on the Compary’s busness mode| for managing the assets
and the cash flow tharaderistics of the assets. Fnarcial assets that are held for cdllection of matractual csh flows
where those cash flows represent solely payments of principal and inberest ane measured at amartised tost, Interest
income from these financial assets is induded in ather income using the efective interest rate method. Any gain or
loess arising on de-recognition is recognised directly in profit or loss snd presentid in other income [ (other experses)
together with foreign exchange gains and Iosses.

Impairment
From 01 July 2018, the Comparny assesses o ﬂ forwerd logking basis the expeded cedit Iosses associsted wih its
applied

debt instruments camied atamoartised cost. The whesher there has been
& sigrificant increase i credt risk,

For trade debts and other receivebles, the Compary spples the simpified approsch permitted by TFRS 9, which
requires expactad Iife ime losses to be recognised fram initial recognition of the recavabias,
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Impacts of adoption of IFRS 9 on these condensed interim financial statements as on 01 July 2018

On @1 Juky 2018, the Company’s management has assessad which business models apply to the financial assets hald
by the Company at the date of initisl spgication of IFRS 9 (01 July 2018) and hes classified its fmancial mstuments
into appropriate [FRS 9 mtegodes. The main affects resubing fram this redassification are as follows:

Financial assets — (01 July 2018)
Loans and Amortised

receivables cost
(RUPEES IN THOUSAND )
Ogpening balbnce 122,089 -
Adjustments due to adoption of IFRS 9:
Adjustment en adoplion of IFRS § by ing fingncial i
a5 'Loans and Recalvables’ o ‘Amortisad Cost! (122,089) 122,089
Recognition of expected Be time credit losses on trade debts - {27

The impact of thess changes on the Company's accumuBted loes and equity is as follbws:

Effect on
Effect on
accumulated
loss total equity
(RUPEES IN THOUSAND)
Opening ba lnce {57,508} 505,178
Adjustment on adoption of IFRS 9 due to recognition of expected kfe time oedit
108565 O lrack delbts (427 27
{58,035) 504,751

2.3.2 IFRS 15 'Revenue from Contracts with Customers'

IFRS 15 Revenue from Contracts with Customers' supersedes 145 11 "Construction Contracts”, TAS 1B "Revenue” and
related interpretations and it applies to all revenue arking from contracts with customers, unless thase contracs are
in the scope of other standerds. The new standard estabiishes a five-step madel to account for revenue arising from
montracts with customers. Under [FRS 15, revenue is remgnisad at an amount that reflects the consideration to which
an entity expects to be entitled in exchange for trensfaring goods or sarvices to a customer. The standard requires
Entities to exardse judgement, taking into consideration all of the relevant facts and circumstances when applying
each step of the madel to contrads with their custamears.

The Comparny has assessed that significant peformance obligations in contracts with customers are dosely related
and therefore are dscharged over the period of the rdationship with relevant customers. Hence, the Company has
concluded that it is in compliance with the requirements of the new accounting standard. Morecver fiene was no
impact on the figures of statement of financial positon as at 01 July 2008 due to adoption of IFRS 15,

23.3 Trade and other receivables

Trade receivables are initially recogrised at fair vale and subsequently megsured at amortised oost using the
effective interest mathad, less any allowance for expected credit lossas.

The Company has applied the simplfied approach to measure expected credit losses, which uses a lifstime expaded
loss alfowance. To measure the opected credit losses, rade receivables have been grouped based on days overdue.

Other receivabies e recogrised st amorised cost, ks any allowance for expected credt bsses,



IDEAL SPINNING MILLS LIMITED SRU WUARTER ALLUUNTS

a)

i

i)

)

wi)
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(RUPEES IN THOUSAND )
LONG TERM FINANCING
Opening tmknce 550,585 584,877
Add: Fai value adjustment 15,170 37,750
565,755 622,627
Less: Repaid during the perad | year 50,913 72,042
484 B42 550,585
Less: Current portion shown under ourrent kabikties 198 726 208,769

266,116 341,816
CONTINGENCIES AND COMMITMENTS

Contingencies

Guarantees of Rupeas 26.839 mdion (30 Jure 2018: Rupees 26.839 million) are given by the banks of the Company
to Sul Morthern Gas Pipefines Limited (SNGPL) against gas connections and to Faisalebad Eledric Supply Comgany
Limited against electridty connection.

The Company |s contingently llable for Rupees 2.612 millon (30 June 2018: Rupess 2.812 milllon) on account of
Sindh infrastructure cess not acknowledged in view of pending appeal before appellate authorities since OF Juy
2014. The refated provision is not made in these candensed interim finencial statements in view of expeced
favourable outcome of the appeal.

The Company |s contingently liable for Rupees 4.953 millon (30 June 2018: Rupees 4.953 milion} on aocount of
eppedl against ot of spply of Re-Gasfied Liguefied Natural Ges (RLNG) by SNGRL on D3 April 2018, The related
provision is not made in these condensed interim finandal setements in view of favourabie outcome of the appeal.

An appeal was filed by the Company on 23 December 2017 before Appellate Trbunal Inland Revenue against the
order of Commissioner Inland Revenue (Appeal) for the saies tax demand of Rupees 1.768 mlion (30 Jure 2018;
Rupeas 1.768 millon). Mo provsion has been made in these condensed intenm financial statements in view of
Favourable outcome of the appeal.

The Campany has not charged further tax under sadtion 3 (1A4) of the Sales Tax Act, 1990 on supplies made to
ureegistered persans amaunting to Rupees 6.228 milion (30 June 2018; Rupees 3,480 milion), The Company led &
Writ Petiion No. B1165/2017 dated 19 October 2017 pefore the Honoreble Lahare High Court, Lahame 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 Lshore High Court, Lahore, the provisions of SRO 491{1)/2016
dated 30 June 2016 s=sued under section B(1)(b) of the Sales Tax A, 1990 whersby through amendment in the
earker SR0 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 Mo. 96551/2017 dated 03 2017 before the

Lahare High Court, Lahore. Consequenty, the Company has acoounted for input sakes tax amounting to Rupess
4,791 milon (30 Jure 2018: Rupees 4.791 million) paid on sudh items as receiveble balance. The Company is
confdent an positve outcome of the appeal, on the advice of legal coursal.

Commitments
Letters of credit for capital expenditure are of Rupees 4.859 milion (30 June 2018: Rupees 24.536 milon).

Letters of credit other than for mpital expenditure are of Rupses 10.614 milion (30 June 2018: Rupess 29355
o).
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PROPERTY, PLANT AND EQUIPMENT

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

Operating fixed assets

Opening ook vale

Add:

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

Less: Book value of deletions during the pericd | year [ Note 5.1.2)

Less: Depredation dharged during the pesiod [ year

Cost of additions during the period [ year

Buiidings on freehold land
Plart and machinery
Eledric instalations
Factory equipment

Office equipment

Eledtric appiances
Computers

Fumiture and foctures
Vehides

5.1.2 Book value of deletions during the period | year

52

Plant and machinery
Vehicles

Capital work-in-progress

Buidings an freahold land

Plart and machinery

Advance against Enterprisa Resowce Plannng (BRF)
Advance against vehidas

Electric instalations

SRU WUARTER ALLUUNTS

2019 2018
[RUPEES IN THOUSAND )
LUAEM 108798
13,008 4,803

1117602 1092, 789

1,087 586 914,570
89,368 257,654
15,411

L7354 1187835

2,000 8,202
TU525 1,179,633

71,660 91,647
L0369 LOB7.585
4,280 88,633
81,623 155,247
564 3,797
480 104
B4l -
an 626
an -
14 23
z 9,424
— 39,368 257854
4,041
173 3,261
PRV - ¥
13,486 2,628
4z a2
1,489
- 64
o .
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COST OF SALES

SRU WUARTER ALLUUNTS

Raw materials consumed 1,606,819 1,139,734 748,545 300,950
Cost of raw materials sold = 21,687 = =
Stores, spare pans and lase took consumed 74z 58,391 28,743 13,768
Salaries, wages and ather henefits 264832 217,213 93,771 80,430
Fud and powe 261323 235,590 B5,278 E3,137
Sizing materials consumed 21,504 24,105 757 8,984
Qutside processing [ conversion and other chames 27,070 35,185 636 5,632
Paddng materizls consumed 54,183 39,763 21,512 13,946
Repar and manterance 3,119 4,713 144 BA4
Insurarnce 3,108 2,882 o™ 411
Other factory overheads 3,211 7,820 2,794 1,273
Deprediation 67,113 62,840 23,585 21,340
2389716 1,851,134 1,013,553 620,273
Wiark- in-process.
Opening stodk 33,24 20,110 38,403 22,609
Closing stock 33513 25,811 33,523 25,811
(31%) (5,701} 4,880 {3,202)
Cost of goods manufactured 3,360,307 1845 633 1,008,433 617,071
Finishied geods
Opening siodk 109463 I 105,293 121,724 120,524
Oosing stock 150,583 503 159,583 a1,50.
(50,120} 13,730 (37,858} 23,021
— 330270 180,423 _ 080574 _ 646,092
(RUPEES IN THOUSAND )
CASH USED IN OPERATIONS
Profit { (loss) before taxation 52,154 12,475
Adjustments for non-cash charges and other items:
Degredation 71,660 65,643
Gein on disposal of progerty, plant and equipment {70} (52)
Provisian for staff retremant gratuity 18,424 15,858
Finance cost B7,849 74,499
Cradit balnces written back = =
Working capital changes (Note 7.1) {280,324} {137,426)
50,907) 30,997

Working capital changes
Increase in current assets

Stores, spare pants and Dose ook
Steckrrtrade

Trade debls

Loans and advances

Short berm deposdts and prepayments
Other receivables

Increase in rade and other payablas

(405,909}
128985

(260,524} (137,426}
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12

TRANSACTIONS WITH RELATED PARTIES

The related parties comprise of associated companies | undertakings, other related parties and key management
personnel, The Compary in the normal course of busine s camies out tansactions with various related paties. Detail of
transadtions end balances with rebted padties are s folows:

Quarter ended

TR T YTy ——
i) Transactions
Asspdated companies [ undertakings
Fud pusthased 2,027 L7 B3 414
Rental expense 1,350 200 450 300
Embmidery services 446 =
Other related parties
Leans obtained from diectors - ret 7,425 141,963 (12,525) 47,600

Rermuneration peid to Chief Executive
Officer, Director and Executives 15,495 14,642 a5 3972

Un-audited Audited
31 March 30 June

2019 2018

(RUPEES IN THOUSAND)
ii} Period end balances
Spansors’ loars 241,800 241,800
Long term finandng 2BE,284 253114
Trade and other payaties 14,617 13,670
Short b borrowings 111,725 104,300
DATE OF AUTH ORIZATION
These condensed intesim financal ere the Boasd of Dis the: Cormpany and
for issue an 25 Ape, 2019.
CORRESPONDING FIGURES

In order to comply with the requrements of IAS 34, the condensed interim statement of financial position and
condensed nterim statement of changes in equity have been compared with the bafances of annual audited financial
statements of preceding finandal year, whesess, the condensed interdm statement of profit or loss, madensed interim
statement of comprehansive income and condensad interim statement of @sh flows have been comparad with the
Balances of comparable perod of mmedistely preceding finandial year,

Corresponding figures have been re-avanged, wherever nemssaw, for the purpose of companson, howevar, no
sigrificant re-arangements have been made, eacept for the bllowing:

Redassification from statement of finandal Reclassification to statement|| Rupees in
position of financial position ‘thousand

Loans and advances Propesty, plant and equipment 1,488

= Chief Financial Officer (OFO) of the Company has resigned since 30 July 2017, However the Board of Directors has
appointed acting CFO untl e appantment of new CFD.

GENERAL

Figures have been rounded off to the negrest thousand of Rupees uriess dherwise stated

(et

Al D FAEED OMER SAEED »QLPDEER AHMAD TAIFOOR
CHIEF EXECUTIVE OFFICER DIRECTOR CHIEF FlNRg?Iﬂé OFFICER
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