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Directors’ Report

Assalam-o-Alaikum

The financial statements (unaudited) of the Company for the Nine Months Ended March 31,
2020 is being presented to you.

The Company has incurred an after-tax loss of Rs.35.449 million for the Nine Month Ended
March 31, 2020, as compared to after-tax loss of Rs. 74.084 million during the corresponding
period of last year.

The primary reason for the loss incurred is due to the rise in Finance Cost as KIBOR had
gone up from 9.17% to 13.75% over last year. Although, we have endeavored to reduce
borrowing as much as possible by reducing inventories to reduced working capital
requirement, however, it has impacted our company significantly.

Currently, Pakistan is confronted with the crisis of Covid-19 outbreak like the whole world.
Measures taken by the Government to control the pandemic has affected the economic
activity and businesses have come to a halt not only in Pakistan but globally as well.
Because of the Corona Virus the world wide commodities, stock markets, finance markets
and oil prices have collapsed and also Cotton. As we have honored all our contracts so we
have lot of Cotton in stock and in the pipeline and the value of all that cotton has now reduced
drastically, due to the Corona pandemic.

Our Spinning Mills have ceased operation, due to the lock down policy of the Government
and we are uncertain how long this situation will last. However, we support the efforts and
measures taken by both Federal and Provincial Governments during this time of crisis. The
Government has also taken some positive steps like deferring loan repayments, providing
salary loans and speeding up of refunds, but these measures still fall short to keep the Textile
Industry afloat.

As the World Economy is badly shaken in lockdown situation, so there is every likelihood that
we will face severe economic recession for months to come. Under the circumstances, one
of the important steps that the government should take is to give fair subsidy to various
elements in the agricultural value chain at the sowing stage (seed, electricity, fertilizer,
pesticides, etc.) so cotton growers can obtain their inputs at reduced cost which will help
provide cheaper raw material to Spinning Sector. Further, the Government needs to take
radical measures in development of quality seeds, through modern research technology and
through monitoring of pesticides and fertilizers. Unless our cotton seeds are upgraded, we
do not foresee any enhancement in quality and quantity of Cotton production.

FUTURE OUTLOOK

There are a lot of uncertainties in the foreseeable future so we cannot confirm the outcome
of current situation as already there are prediction of negative growth. However, as the
Government has allowed some of the Industries, including Textile sector to operate under
strict guidelines, so we will endeavor to restart our Yarn productions for survival of our Mills.

ACKNOWLEDGEMENT

It is most important to mention the untiring efforts of all our team members who are engaged
in up-holding their commitment to the Company’s success and growth. We also thank our
Bankers, Vendors and Customers for their consistent trust and support.

On behalf of the Board of Directors

MISE

Adeel Shahid Tata Shahid Anwar Tata
Chief Executive Director

Dated: April 30, 2020
Karachi
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CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION
AS AT March 31, 2020

March 31, June
2020 30,2019
(Unaudited) (Audited)
Note ....... Rupeesin 000............

ASSETS
Non-current assets
Property, plant and equipment 5 5,479,873 5,330,656
Intangible assets 733 902
Long-term investments 6 617 16,902
Long-term deposits 1,370 1,023

5,482,593 5,349,483

Current assets

Stores, spares and loose tools 38,034 47,698
Stock-in-trade 7 1,278,430 2,211,912
Trade debts 485,431 418,506
Loans and advances 362,998 310,330
Short-term prepayments 3,901 1,535
Other receivables 29,010 15,264
Other financial assets 26,740 24,740
Sales tax refundable 74,618 85,659
Cash and bank balances 16,787 6,963

2,315,949 3,122,607

TOTAL ASSETS 7,798,542 8,472,090

EQUITY AND LIABILITIES

Equity
Share capital 33,426 33,426
Reserves 505,996 505,996
Unappropriated profit 392,507 386,082
Surplus on revaluation of

property, plant and equipment 3,346,374 3,388,248

4,278,303 4,313,752

Non-current liabilities

Long-term finance 8 462,595 216,844
Deferred liabilities 214,199 200,728
676,794 417,572
Current liabilities
Trade and other payables 566,129 467,398
Unclaimed dividend 1,227 1,271
Interest / mark-up accrued on borrowings 49,716 105,821
Short-term borrowings 1,994,709 2,965,649
Current portion of long-term finances 8 175,783 129,306
Provision for income tax 55,881 71,321
2,843,445 3,740,766
TOTAL EQUITY AND LIABILITIES 7,798,542 8,472,090
CONTINGENCIES AND COMMITMENTS 9

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

OB Y Or

ADEEL SHAHID TATA HASEEB HAFEEZUDDEEN SHAHID ANWAR TATA
CHIEF EXECUTIVE CHIEF FINANCIAL OFFICER DIRECTOR
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CONDENSED INTERIM PROFIT OR LOSS ACCOUNT
AND OTHER COMPREHENSIVE INCOME (UNAUDITED)
FOR THE NINE-MONTH PERIOD AND QUARTER ENDED MARCH 31, 2020

Nine-month period ended Quarter Ended
March 31, March 31, March 31, March 31,
2020 2019 2020 2019

[\ e I —— Rupees in 000-------------=mmmeeeeeeeee

Revenue from contract with customers-net 10 5,513,606 4,854,743 1,436,688 1,979,424
Cost of goods sold 11 (5,042,615) (4,502,483) (1,256,455) (1,897,813)

Gross profit 470,991 352,260 180,233 81,611
Distribution cost (110,579) (71,501) (31,911) (28,790)
Administrative expenses (104,693) (89,430) (35,388) (28,177)
Other operating expenses (20,866) (2,476) (3,359) 1,697
Finance cost (284,311) (223,903) (79,488) (90,606)

(520,449)  (387,310) _ (150,146) _ (145,876)
(49,458) (35,050) 30,087 (64,265)

Other Income 74,523 8,199 (1,570) 1,705
Profit/(Loss) before taxation 25,065 (26,851) 28,517 (62,560)
Taxation 12 (60,514) (47,233) (21,362) (17,681)
(Loss)/Profit for the period (35,449) (74,084) 7,155 (80,241)

Other comprehensive income

Unrealized loss on remeasurement of

investment available-for-sale - (206) - (243)
Total comprehensive (Loss)/Income for the period (35,449) (74,290) 7,155 (80,484)
(Loss)/Earnings per share - Basic and diluted (10.61) (22.16) 2.14 (24.01)

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

OHLLSE Yot e O

ADEEL SHAHID TATA HASEEB HAFEEZUDDEEN SHAHID ANWAR TATA
CHIEF EXECUTIVE CHIEF FINANCIAL OFFICER DIRECTOR



06 > Savri TextiLe MiLts LimiTen

CONDENSED INTERIM STATEMENT OF CASH FLOW (UNAUDITED)
FOR THE NINE MONTH PERIOD ENDED MARCH 31, 2020

March 31, March 31,
2020 2019
------- Rupees in '000" -------

A. CASH FLOWS FROM OPERATING ACTIVITIES

Profit/(Loss) before taxation 25,065 (26,851)

Adjustments for :
Depreciation 142,278 114,026
Amortization 168 192
Provision for staff gratuity 24,582 25,500
Provision for staff compensated absences 6,220 5,164
Finance cost 284,311 223,903
Gain on disposal of property, plant and equipment (6,892) (1,098)
Unrealized gain on long term Investment (115) -

Operating cash flows before movements in working capital 475,617 340,836

Decrease / (Increase) in current assets

Stores, spares and loose tools 9,664 (1,687)
Stock-in-trade 933,481 (962,463)
Trade debts - considered good (66,926) 113,452
Loans and advances (123,342) (21,158)
Trade deposits & short term prepayments (2,366) (2,000)
Other receivables (13,747) 27,783

Other financial assets (2,000) -
Sales tax refundable 11,041 (23,261)

Increase in current liabilities
Trade and other payables 98,731 280,328
Cash generated from / (used in) operations 1,320,153 (248,170)
Finance cost paid (340,416) (213,905)
Income taxes paid (3,190) (59,339)
Staff gratuity paid (14,241) (12,290)
Compensated absences paid (5,179) (4,810)
Net cash generated from /(used in) operating activities 957,127 (538,514)
B. CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment (299,560) (34,706)
Proceeds from disposal of property, plant and equipment 14,958 4,828
Purchase of intangible assets - (546)
Long-term deposit (347) 228

Long-term investment 16,400 -
Net cash (used in) investing activities (268,549) (30,195)

C. CASH FLOWS FROM FINANCING ACTIVITIES

Long term finances Repayment (119,208) (231,082)

Long term finances Obtain 411,436 -
Short-term borrowings repayments (387,873) 392,777
Payment of dividend (43) (6,488)
Net cash (used in)/generated from financing activities (95,688) 155,207
Net increase / (decrease) in cash and cash equivalents (A+B+C) 592,890 (413,502)
Cash and cash equivalents at the beginning of the period (1,556,606) (1,332,483)
Cash and cash equivalents at the end of the period (963,716) (1,745,985)

CASH AND CASH EQUIVALENTS

Cash and bank balances 16,786 14,613
Short-term running finance (980,502) (1,760,598)
(963,716) (1,745,985)

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

bt Yt .

ADEEL SHAHID TATA HASEEB HAFEEZUDDEEN SHAHID ANWAR TATA
CHIEF EXECUTIVE CHIEF FINANCIAL OFFICER DIRECTOR
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE NINE-MONTH PERIOD ENDED MARCH 31, 2020

1 LEGAL STATUS AND NATURE OF BUSINESS

Salfi Textile Mills Limited (the Company) is a public limited company incorporated in Pakistan on
January 05, 1968 under the Companies Act, 1913 (repealed) now The Companies' Act 2017 and listed
on Pakistan Stock Exchange Limited. The registered office of the Company is situated at 6th floor
Textile Plaza, M.A. Jinnah Road, Karachi in the province of Sindh. The principal activity of the Compa-
ny is manufacturing and sale of yarn. The Company's manufacturing facilities are located at Landhi
Industrial Estate, Karachi in the Province of Sindh.

BASIS OF PREPARATION

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:

N
-

- 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.”

2.2 These condensed interim financial statements is presented in Pakistani Rupees which is also the
Company's functional currency and figures presented in these condensed interim financial statements
has been rounded off to the nearest thousand rupees.

2.3 These condensed interim financial statements are unaudited and all relevant compliance with
Companies Act, 2017 has been ensured accordingly. The comparative condensed statement of
financial position presented has been extracted from annual financial statements for the year ended
June 30, 2019; the comparative condensed interim statement of profit or loss, condensed interim
statement of other comprehensive income, condensed interim statement of cash flows and
condensed interim statement of changes in equity of the Company have been extracted from the
unaudited condensed interim financial statements for the nine month period ended March 31, 2019.

3. SIGNIFICANT ACCOUNTING POLICIES, ESTIMATES AND JUDGEMENTS

The accounting policies and the methods of computation adopted in the preparation of these
condensed interim financial statements and the significant judgements made by the management in
applying the accounting policies and the key sources of estimation uncertainty are the same as
those applied in the preparation of the financial statements as at and for the year ended June 30,
2019. Certain new IFRSs and amendments to existing IFRSs are effective for periods beginning on or
after July 1, 2019, which do not have any impact on the Company's financial reporting and therefore
have not been detailed in these condensed interim financial statements.

4 FINANCIAL RISK MANAGEMENT
The Company's financial risk objectives and policies are consistent with those disclosed in the
annual audited financial statements as at and for the year ended June 30, 2019.
March 31, June 30,
2020 2019
5 PROPERTY, PLANT AND EQUIPMENT (Unaudited) (Audited)

Operating fixed assets 5,464,498 5,287,733
Capital work in progress 15,375 42,923
5,479,873 5,330,656
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5.1

5.2

6.1

Following addition/transfers and disposals in operating fixed assets were made.

Additions Disposal Sales
(W.D.V.) Proceeds
------- Rupees in '000" -------
During the Quarter ended March 31,2020 (Unaudited)

Plant & Machinery 75,955 - -

Furniture & Fixture 1,682 - -

Office Equipment 358 39 39
77,995 39 39

During the period ended June 30,2019 (Audited)

Buildings on leasehold land 3,617 - -
Plant & Machinery 22,594 2,200 1,484
Electric Installation - 214 -
Mill equipment 250 - -
Furniture & Fixture 665 - -
Office Equipment 2,789 18 15
Vehicles - 1,521 3,335
29,915 3,953 4,834

During the period, the addition to capital work in progress is amounting to Rs. Nil.(June 30, 2019
Rs. 18.01 million)
March 31, June 30,

2020 2019
(Unaudited) (Audited)
Note ~ — Rupees in '000"--—-
LONG-TERM INVESTMENT
Fair value through profit and loss
Listed shares-Samba Bank Limited 6.1 617 502
Amortized Cost
Government bonds - 16,400
617 16,902

This represents investment in the shares of Samba Bank Limited. The unrealised gain over fair value
measurement of these equity instruments amounts to Rs. 0.12 million for the Nine month period ended
March 31, 2020.

STOCK-IN-TRADE

Raw material 887,514 1,842,166
Work-in-process 11,710 48,513
Finished goods 358,962 321,223
Waste 21,368 139

1,279,655 2,212,041
Less: provision of written down of inventories to their

Net realizable value (1,125) (130)
1,278,430 2,211,911

LONG TERM FINANCE

Banking companies - secured

Term Finance 638,175 345,184
Car Finance 203 967
8.1 638,378 346,151
Less : Current portion
Term Finance (175,580) (128,444)
Car Finance (203) (863)

(175,783) __ (129,307)
8.2 462,595 216,844




SALF1 Textie MiLts LimiTep > 1

8.1

8.2

9.1

9.2

These finances are secured against first equitable mortgage on fixed assets and first specific charge
over imported machinery of the Company, vehicles acquired from vehicle loans and guarantee of
directors of the Company. These finances are subject to mark-up at the rates ranging from 3 - 6
month KIBOR plus 1% to 1.25% per annum (June 30, 2019: 3 - 6 month KIBOR plus 1% to 1.25%
per annum).

March 31, June 30,

2020 2019
(Unaudited) (Audited)

Long term financing

Balance at the beginning of period / year 346,150 587,502
Obtained during the period / year 411,436 -
Repayment during the period / year (119,208) (241,352)
Balance at end of the period / year 638,378 346,151
Less: current portion of long term financing (175,783) (129,307)

462,595 216,844
CONTINGENCIES & COMMITMENTS
Contingencies

There is no contingency to report as at March 31, 2020 and June 30, 2019
March 31, June 30,

2020 2019
(Unaudited) (Audited)
Note Rupees in '000'----
Commitments
(i)  Civil works 1,584 1,045
(i)  Letters of credit for
- Stores and spares 21,802 3,014
- Raw material 571,045 123,503
- Machinery - 267,436
(i)  Bank guarantees issued on behalf of the company 9.2.1 140,356 125,799
(iv)  Bills discounted
- local 83,473 10,105
- export 735,823 1,256,129
(v Outstanding sales contract
- local 390,934 115,797
- export 184,719 -

This includes bank guarantee related to Sindh Development and maintenance of infrastructure cess
amounting to Rs. 122.50 million (June 30, 2019: Rs.96.90 million).
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10 REVENUE FROM CONTRACTS WITH CUSTOMERS - NET

Sales include sales made to local customers (including indirect exports) and direct exports
amounting to Rs. 1,826 million (2019: 2,779 million) and Rs. 3,688 (Rs. 2,076 million) respectively.

Nine Month Period ended Quarter Ended
March 31, March 31, March 31, March 31,
2020 2019 2020 2019
----- --- Unaudited ---
Rupeesin '000' ---

11 COST OF GOODS SOLD

Cost of goods manufactured  11.1 5,099,612 4,689,141 1,501,014 1,565,741

Finished goods

Opening stock 11.2 321,232 137,477 134,645 656,206

Closing stock 11.2 (379,206) (324,135) (379,206) (324,134)

(57,974) (186,658) (244,561) 332,072
5,041,638 4,502,483 1,256,453 1,897,813

Cost of raw material sold 977 - 2 -
5,042,615 4,502,483 1,256,455 1,897,813

11.1 Cost of goods manufactured
Raw material consumed 11.1.1 4,113,920 3,830,794 1,173,588 1,271,758

Packing material consumed 59,029 50,884 16,695 17,421
Stores and spares consumed 73,925 80,977 20,739 36,632
Salaries, wages and benefits 290,414 261,425 89,520 83,208
Fuel and power 358,492 324,134 108,664 106,553
Insurance 6,760 7,368 2,308 2,666
Repairs and maintenance 5,698 5,047 1,964 2,820
Depreciation 138,967 110,212 48,087 36,840
Other overheads 15,605 24,313 2,998 7,183

5,062,810 4,695,154 1,464,563 1,565,081
Work-in-process

Opening stock 48,512 37,443 48,162 44,116
Closing stock (11,710) (43,456) (11,710) (43,456)

36,802 (6,013) 36,452 660

5,099,612 4,689,141 1,501,014 1,565,741

11.1.1 Raw material consumed

-Opening stock 1,842,166 936,157 686,558 1,386,636

Raw material purchased 3,159,268 4,600,589 1,374,544 1,591,074

5,001,434 5,536,746 2,061,102 2,977,710
Closing stock (887,514) (1,705,952) (887,514) (1,705,952)

4,113,920 3,830,794 1,173,588 1,271,758

11.2 Net realizable value of finished goods was lower than its cost, which resulted in write down of
Rs.1.125 million (March.31,2019 Rs.1.695 million) charged to cost of sales.
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12 TAXATION
The charge for current taxation is based on taxable income at the current rate of taxation after taking
into account applicable tax credit, rebates and exemptions available, if any. However, for income
covered under final tax regime, taxation is based on applicable tax rates under such regime.

Deferred tax is provided using the liability method for all temporary differences at the reporting date
between tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes. After considering, the effects on deferred taxation on the portion of income subject to final
tax regime.

13 TRANSACTIONS WITH RELATED PARTIES

The related parties comprise associated undertakings and key management personnel. The
transactions between the Company and the related parties are carried out as per agreed terms.
Significant transactions with related parties are as follows:

Quarter Ended

March 31, March 31,
2020 2019
Unaudited
- Rupees in '000" ---

NATURE OF RELATIONSHIP Nature of transactions

Associates undertakings Share of expense received 1,437 1,969
Share of expense paid 272 151
Licensing Income 356 356
Rent Income 150 150
Purchase of power 71,475 104,954

Directors Remuneration 2,345 2,178
Meeting fee 240 160
Rent Expense 1,023 1,023

Key management personnel Remuneration 17,646 14,535

March 31, June 30,
2020 2019
(Unaudited) (Audited)
------- Rupeesin '000" -------
Outstanding Balance
Associated Undertakings Other Receivables 1,791 719
Trade & Other Payables 93,539 78,768

14.  FAIR VALUE OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date.

The carrying values of all financial assets and liabilities reflected in these condensed interim financial
statements approximate their fair values

15. DATE OF AUTHORIZATION FOR ISSUE
These condensed interim financial statement has been approved and authorised for issue on April
30, 2020 by the Board of Directors of the Company.
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CHIEF EXECUTIVE CHIEF FINANCIAL OFFICER DIRECTOR
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