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Chief Executive’s Review

We are pleased to present the six-month financial
statements for the period up to 31 December 2019
following a review by the auditors. In the period under
review, the Company’s operating performance has been
excellent with profit after tax at Rs. 575.202 million.
Annualized earnings per share for the period Rs. 156.69
(HY2018: Rs. 6.96). Net sales of the company were
Rs. 7.5688 billion as compared to Rs. 6.737 billion for
the corresponding period, an increase of approximately
12%. This is largely due to adjustments in the parity

of the Pakistan rupee vs world currencies. Distribution
costs increased by approximately 22% due to higher
export sales. Administrative costs rose due to normal
inflationary pressures. The company has also made
some provisions for meeting its CSR responsibilities.
Financial charges were within control showing an
increase of 8% compared to the corresponding period.
Other operating expenses for the half year are Rs.
75.659 million accounting for the impairment in the
company’s investment portfolio.

The cotton crop output for this year till now is
approximately 8.5 million bales which is lower by more
than 20% as compared to the previous season. The
crop harvesting is almost over and we expect the final
figure to be close to this level. The additional cotton
needed by the industry to operate at full capacity will
have to be met through imports. Most of these imports
have been delayed due to imposition of duty and sales
tax which has only been removed on 15 January 2020.
This has resulted in inflated prices of raw cotton during
the first six months of the accounting year. Although
we agree that the farming sector needs support, more
innovative methods can be adopted to achieve these
objectives.

Although the provision of energy has improved but
the Punjab based energy has a multitude of problems
with regards to the tariff regime for the export-oriented
sectors. As of now it is not clear what tariff will be
charged for RLNG and WAPDA and these issues
remain subjudice. The determination of final tariffs will
only be finalized after the issues are resolved by the
government. It is essential that regionally competitive
prices are maintained for the industry so that the
industry remains competitive.

Future Prospects
The next period is expected to remain positive although

there are certain factors, the outcome of which is being
viewed with caution. Firstly, the US-China tariff regime

SURAJ
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remains uncertain even though there are positive signs
that it will be resolved in an amicable manner and
second point of concemn is the coronavirus epidemic
which has affected China adversely. However, we

feel that these issues will be resolved and the textile
industry should continue to perform well. Due to a sharp
exchange rate adjustment, Pakistani textile products
have become competitive and we have been able

to increase our market share. Imported yarns have
become more expensive as a result of which the unfair
competition being faced from regional countries has
reduced.

The cotton crop during current season has been
disastrous in terms of quantity and quality. Year after
year the size of the crop is reducing and the country’s
reliance on imported cotton is increasing thereby
reducing our competitiveness as well as using valuable
foreign exchange. Although this year a certain part of
the shortage can be attributed to weather conditions,

it is imperative to address issues in seed and pesticide
quality. We urge the government to take immediate
remedial measures and institute measures to increase
the size of the cotton crop in Pakistan.

In our earlier reports we had indicated that the company
was seeking new avenues of investment with an
emphasis on diversification. Various options are being
considered and we will inform the stakeholders as soon
as some proposal achieves finality.
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Independent Auditor’s Review Report

To the members of Suraj Cotton Mills Limited
Report on review of Condensed Interim Financial Statements
Introduction

We have reviewed the accompanying condensed interim statement of financial position of SURAJ COTTON MILLS
LIMITED as at 31 December 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, and notes to the condensed interim financial statements for the half year then ended (here-
in-after referred to as the “condensed interim financial statements”). Management is responsible for the preparation
and presentation of these condensed 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 condensed interim financial statements based on our review. The figures of the condensed interim statement of
profit or loss and condensed interim statement of comprehensive income for the quarters ended 31 December 2019
and 31 December 2018 have not been reviewed and we do not express a conclusion on them as we are required to
review only the cumulative figures for the half year ended 31 December 2019.

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”. A review 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. A review 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 not express
an audit opinion.

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 condensed interim financial statements for the half year ended 31 December 2018 and financial statements for
the year ended 30 June 2019 were reviewed / audited by another firm of Chartered Accountants whose review report
dated 27 February 2019 and auditor's report dated 07 October 2019 expressed unqualified conclusion / opinion.

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

RIAZ AHMAD & COMPANY
Chartered Accountants

20 February 2020
Lahore



SURAJ COTTON MILLS LIMITED

As at December 31, 2019

Un-Audited Audited
Dec 31, 2019 June 30, 2019
Note (Rupees in thousand)
EQUITY AND LIABILITIES
Share capital and reserves
Authorized share capital
50,000,000 (30 June 2019: 50,000,000) ordinary
shares of Rupees 10/- each 500,000 500,000
Issued, subscribed and paid up share capital 4 366,713 366,713
Reserves 6,225,929 5,701,265
TOTAL EQUITY 6,592,642 6,067,978
LIABILITIES
Non current liabilities
Long term financing 5 2,391,299 2,474,995
Deferred tax 277,828 277,828
2,669,127 2,752,823
Current liabilities
Trade and other payables 6 2,409,882 1,870,028
Accrued mark-up 37,311 a7, 747
Short term borrowings 410,996 698,968
Unclaimed dividends 6,731 3,359
Current portion of non current liabilities 344,626 347,602
3,209,546 2,967,704
TOTAL LIABILITIES 5,878,673 5,720,527
CONTINGENCIES AND COMMITMENTS 7
TOTAL EQUITY AND LIABILITIES 12,471,315 11,788,505

The annexed notes form an integral part of this interim financial information.

7 e
M,wuuw o~ )
CHIEF EXECUTIVE OFFICER DIRECTOR CHIEF FINANCIAL OFFICER
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Un-Audited Audited
Dec 31, 2019 June 30, 2019
Note (Rupees in thousand)

ASSETS
Non-current Assets
Property, plant and equipment 8 5,165,747 5,349,114
Investment properties 100,000 100,000
Investment in joint venture 50,000 50,000
Long term deposits 19,532 19,879
Long term investments 9 818,538 771,719

6,153,817 6,290,712
Current Assets
Stores, spares and loose tools 10 224,792 202,325
Stock in trade M 2,684,355 3,087,533
Trade debts 12 1,037,662 913,047
Loans and advances 13 119,791 32,827
Trade deposits and short term prepayments 69,302 52,366
Tax refunds due from the government 472,499 615,090
Other receivables 1,397 16,248
Investments held at fair value through profit or loss 14 1,546,602 134,342
Cash and bank balances 147,825 433,938

6,304,225 5,487,716
Non-current assets classified as held for sale 13,273 10,077

6,317,498 5,497,793
TOTAL ASSETS 12,471,315 11,788,505

CHIEF EXECUTIVE OFFICER DIRECTOR CHIEF FINANCIAL OFFICER



SURAJ COTTON MILLS LIMITED

For The Half Year Ended 31 December 2019

Half Year Ended Quarter Ended
Dec 31,2019  Dec 31,2018  Dec 31,2019  Dec 31, 2018
Note - (Rupees in thousand) ------------------
(Restated) (Restated)

Revenue 15 7,588,138 6,737,873 4,163,200 3,646,262
Cost of Sales 16 6,668,009 6,105,422 3,694,391 3,337,972
Gross Profit 920,129 632,451 468,809 308,290
Distribution Cost 17 69,319 56,455 37,181 26,074
Administrative Expenses 18 130,073 80,108 77,667 40,582
Other Expenses 19 75,659 54,757 35,671 (25,019)
275,051 191,320 150,519 41,687

645,078 441,131 318,290 266,653

Other Income 20 162,189 52,5634 121,942 45,645
Profit from Operations 807,267 493,665 440,232 312,298
Finance Cost 21 94,812 87,237 47,942 49,182
Profit Before Taxation 712,455 406,428 392,290 263,116
Taxation 22 137,253 151,375 77,278 151,375
Profit After Taxation 575,202 255,063 315,012 111,741
Eamings per share - Basic and diluted (Rupees) 15.69 6.96 8.59 3.05

The annexed notes form an integral part of this interim financial information.

’7 Jrops
M,wwuw > )
CHIEF EXECUTIVE OFFICER DIRECTOR CHIEF FINANCIAL OFFICER
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Condensed Interim Statement of Comprehensive Income (Un-Audited)
For The Half Year Ended 31 December 2019

Half Year Ended Quarter Ended
Dec 31,2019  Dec 31,2018  Dec 31,2019  Dec 31, 2018
—————————————————— (Rupees in thousand) ------------------
(Restated) (Restated)
Profit After Taxation 575,202 255,063 315,012 111,741

Other comprehensive income / (loss):
ltems that will not be reclassified to profit or loss:

Surplus / (deficit) arising on remeasurement
of investments at fair value through other
comprehensive income 132,819 (128,976) 117,886 (158,520)

ltems that may be reclassified subsequently to
profit or loss

Other comprehensive income / (loss) for the
period 132,819 (128,976) 117,886 (1568,520)

Total comprehensive income for the period 708,021 126,077 432,898 (46,779)

The annexed notes form an integral part of this interim financial information.

CHIEF EXECUTIVE OFFICER DIRECTOR CHIEF FINANCIAL OFFICER
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SURAJ COTTON MILLS LIMITED

Condensed Interim Statement of Cash Flows
For The Half Year Ended 31 December 2019

(Un-Audited)

Half Year Ended
Dec 31, 2019 Dec 31, 2018
(Rupees in thousand)
(Restated)

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation 712,455 406,428
Adjustment for non-cash and other items:
Depreciation 246,629 247,755
Gain on disposal of property, plant and equipment (12,712) (3,864)
Net (gain) on short term investment (39,944) 25,518
Provision for Workers' Profit Participation Fund 38,263 18,122
Provision for Workers' Welfare Fund 14,540 6,886
Profit on bank deposits 9,777) (2,202)
Dividend income (95,621) (38,757)
Exchange (gain) / loss 339 (3,057)
Finance cost 94,812 87,237
Cash flows from operating activities before working capital changes 948,983 744,066
EFFECT ON CASH FLOW DUE TO WORKING CAPITAL CHANGES
(Increase) / decrease in current assets:
Stores, spares and loose tools (22,467) 2,168
Stock in trade 403,178 (192,317)
Trade debts (124,954) 28,621
Loans and advances (86,964) (8,292)
Trade deposits and short term prepayments (16,936) (19,314)
Other recelvables 93,001 20,267
Increase in current liabilities:
Trade and other payables 547,845 325,424
Net cash from /(used in) working capital 792,703 156,447
CASH GENERATED FROM /(USED IN) OPERATIONS 1,741,687 900,513
Finance cost paid (105,248) (89,014)
Workers' profit participation fund paid (60,792) (19,097)
Profit on bank deposits received 9,777 2,202
Income tax paid (72,813) (4,430)
NET CASH FROM /(USED IN) OPERATING ACTIVITIES 1,512,611 790,174
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditure incurred (74,246) (98,054)
Proceeds from disposal of property, plant and equipment 20,500 5,430
Investments - net (1,286,317) (34,124)
Dividend received 95,621 38,757
(Increase) / decrease in long term deposits - net 347 -
NET CASH USED IN INVESTING ACTIVITIES (1,244,095) (87,991)
CASH FLOWS FROM FINANCING ACTIVITIES
Long term financing - net (86,672) (31,556)
Finance lease liabilities repaid - (570)
(Decrease)/ increase in short term borrowings - net (287,972) (821,209)
Dividend paid (179,985) (127,486)
NET CASH (USED IN) / FROM FINANCING ACTIVITIES (554,629) (480,821)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (286,113) 221,362
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE PERIOD 433,938 64,827

147,825 286,189

CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD

The annexed notes form an integral part of this interim financial information.

WAW }W“
_—
CHIEF EXECUTIVE OFFICER DIRECTOR

FOR THE HALF YEAR ENDED 31 DECEMBER 2019

AP

CHIEF FINANCIAL OFFICER




SURAJ

g
Condensed Interim Statement of Changes in Equity (Un-Audited)
For The Half Year Ended 31 December 2019
RESERVES
Capital Reserves Revenue Reserves
Share - - Total
X Fair value  Fair value N
capital Sha.re reserve  reserve on Unapprop- Total Equity
premium on AFS FVTOCI Sub total General riated profit Sub total
reserve . ;
investments investments
(Rupees in thousand)
Balance as on 30 June 2018 318,881 29,000 41,976 - 70,976 3,714,000 1,516,342 5,230,342 5,301,318 5,620,199
Adjustment on adoption
of IFRS 9 (41,976) 42,460 484 - (484) (484) - -
Adjusted total equity as at
01 July 2018 318,881 29,000 42,460 71,460 3,714,000 1515858 5,229,868 5,301,318 5,620,199
Transactions with owners: - - - - - - (127,552) (127,552) (127,552)  (127,652)
Final dividend for the year
ended 30 June 2018 @
Rupees 4.00 per share 47,832 - - - - - (47,832) (47,832) (47,832) -
Bonus shares issued for the
year ended 30 June 2018
@ 15% 47,832 - - - - - (175,384) (175384) (175384)  (127,552)
Transfer of gain on disposal
of investments held at
FVTOCI to retained eamings (38) (38) - 38 38 - -
Profit for the period -
restated - 255,063 255,063 255,063 255,063
Other comprehensive loss
for the period - restated (128,976)  (128,976) - - - (128,976)  (128,976)
Total comprehensive income
for the period - - - (128,976)  (128,976) - 255,053 255,053 126,077 126,077
Balance as at 31
December 2018 -
(Un-Audited) 366,713 29,000 (86,554) (57,654) 3,714,000 1,695,665 5,309,665 5252011 5,618,724
Profit for the period 603,664 603,664 603,664 603,664
Other comprehensive loss .
for the period - - - (154,410) (164,410 - - - (164,410) (164,410
Io‘a‘ comprehensive income : : - (154410)  (154,410) . 603664 603664 449,254 449,254
or the period
?im‘?@;g ats0ne 2019 gag 715 29,000 - (240964) (211,964) 3714000 2199220 50918229 5701265 6,067,978
Transaction with owners:
Final dividend for the year
ended 30 June 2019 @
Rupees 5.00 per share - - - - - - (183,357) (183,357) (183,357) (183,357)
Profit for the period - - - - - 575202 575202 575202 575202
Other comprehensive
income for the period - - - 132,819 132,819 - - - 132,819 132,819
Total comprehensive income:
for the period - - - 132,819 132,819 - 575,202 575,202 708,021 708,021
Balance as at 31 December
2019 - (Un-Audited) 366,713 29,000 - (108,145) (79,145) 3,714,000 2,591,074 6,305,074 6,225,929 6,592,642
The annexed notes form an integral part of these condensed interim financial statements.
WW }W“
— M
CHIEF EXECUTIVE OFFICER DIRECTOR CHIEF FINANCIAL OFFICER
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SURAJ COTTON MILLS LIMITED

Selected Notes to the Condensed Interim Financial Statements (Un-Audited)
For The Half Year Ended 31 December 2019

2.1

2.2

3.1

THE COMPANY AND ITS OPERATIONS

Suraj Cotton Mills Limited (‘the Company’) was incorporated in Pakistan as a public limited company under the
Companies Act, 1913 (now Companies Act, 2017) and is listed on Pakistan Stock Exchange Limited. Its registered
office is situated at 7-B-3, Aziz Avenue, Gulberg-5, Lahore. The Company is engaged in the manufacturing, sale and
trading of yam, cloth and processing of cloth.

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:

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 annual
financial statements and should be read in conjunction with the annual audited financial statements of the Company
for the year ended 30 June 2019. These condensed interim financial statements are un-audited, however, have
been subjected to limited scope review by the auditors 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.

ACCOUNTING POLICIES

The accounting policies and methods of computations adopted for the preparation of these condensed interim
financial statements are the same as applied in the preparation of the preceding audited annual published financial
statements of the Company for the year ended 30 June 2019. The Company has adopted IFRS 16 from 01 July
2019. The new standard eliminates the classification of leases as either operating leases or finance leases and
instead introduces a single lessee accounting model. IFRS 16 is not applicable on short-term leases and leases
of low-value assets. The Company has only short-term operating leases, hence, the adoption of IFRS 16 does not
have any impact on the amounts recognized in prior periods and is not expected to significantly affect the current
or future periods.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

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

FOR THE HALF YEAR ENDED 31 DECEMBER 2019
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For The Half Year Ended 31 December 2019

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 2019.

ISSUED, SUBSCRIBED AND PAID UP SHARE CAPITAL

Un-Audited Audited Un-Audited Audited
Dec 31,2019  June 30,2019 Dec 31,2019 June 30,2019
(No. of Shares in thousand) ( Rupees in thousand )

Ordinary shares of Rupees 10 each fully
17,400 17,400 paid up in cash 174,000 174,000

Ordinary shares of Rupees 10 each issued as
19,271 19,271 fully paid bonus shares 192,713 192,713

36,671 36,671 366,713 366,713

LONG TERM FINANCING - SECURED

Opening balance 2,822,597 2,925,708
Acquired/(repaid) during the period / year (86,672) (103,111)
2,735,925 2,822,597
LLess: Current portion 344,626 347,602
2,391,299 2,474,995

TRADE AND OTHER PAYABLES

Creditors 817,114 474,293
Accrued liabilities 1,487,712 1,310,946
Payable to employees’ provident fund trust 41 39
Workers' welfare fund 36,378 21,838
Workers' profit participation fund 38,263 60,792
Income tax deducted at source 30,374 2,120

2,409,882 1,870,028




SURAJ COTTON MILLS LIMITED

Selected Notes to the Condensed Interim Financial Statements

For The Half Year Ended 31 December 2019

7. CONTINGENCIES AND COMMITMENTS

CONTINGENCIES

- On 13 January 2020, Power Division, Ministry of Energy, Government of Pakistan through a letter directed
for forthwith biling to industrial electricity consumers belonging to the export-oriented sectors of financial
cost surcharge, Neelum-Jhelum surcharge, taxes, fixed charges and positive fuel adjustment. By way of the
aforesaid letter, it was clarified that concessionary rate of 7.5 cents / KWh for industrial electricity consumers
belonging to the export oriented sectors notified through SRO 12()/2019 dated 01 January 2019 was only
limited to the extent of schedule of tariff notified through SROs 1 to 10 dated 01 January 2019 and SRO
11()/2010 dated 01 January 2010 for K-Electric, as amended from time to time. Hence, biling of aforesaid
charges to industrial electricity consumers has started. The Company, based on advice of the legal counsel,
has not recognized such charges amounting to Rupees 54.88 million in these condensed interim financial
statements as there exist meritorious grounds to defend the Company’s stance.

COMMITMENTS

- ) Letters of credit for capital expenditure are of Rupees 78.742 million (30 June 2019: Rupees 9.800 million).
- i) Other commitment are of Rupees 20.00 million (30 June 2019: Rupees 9.800 million).

Un-Audited Audited
Dec 31, 2019 June 30,2019
Note ( Rupees in thousand )
8. PROPERTY, PLANT AND EQUIPMENT
Operating fixed assets - tangible 8.1) 5,072,847 5,327,574
Capital work in progress (8.2) 92,900 21,5640
5,165,747 5,349,114
8.1 Operating Fixed Assets - Tangible
Opening book value 5,327,574 5,318,000
Add: Additions during the period / year -cost (8.1.1) 2,886 534,183
5,330,460 5,852,183
Less: Deletions during the period / year 10,984 24,067
5,319,476 5,828,116
Less: depreciation during the period / year 246,629 500,542
Book value at the end of the period / year 5,072,847 5,327,574
8.1.1 Additions During the Period / Year - Cost
Factory building - 25,258
Residential building - 21,707
Office premises - 121,912
Plant and machinery 2,886 354,335
Vehicles - 10,971
2,886 534,183

14 FOR THE HALF YEAR ENDED 31 DECEMBER 2019
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For The Half Year Ended 31 December 2019
Un-Audited Audited
Dec 31, 2019 June 30,2019
Note ( Rupees in thousand )
8.1.2 Capital Work in Progress
Factory building 7,760 2,216
Plant and machinery 32,356 19,324
Vehicles 52,784 -
92,900 21,540
9. LONG TERM INVESTMENT
Refund Payment Orders - 86,000
Securities held at fair value through other comprehensive income 799,866 667,047
Investment in related party 18,472 18,472
Other investments 200 200
818,538 771,719
10. STORE , SPARE PARTS AND LOOSE TOOLS
Stores in transit 18,795 3,310
Stores 230,277 223,575
Spares parts 9,429 9,155
Loose tools 227 221
258,728 236,261
Less : Provision for slow moving / obsolete items 33,936 33,936
224,792 202,325
11. STOCK IN TRADE
Raw material in transit 147,277 -
Raw material 1,465,620 2,236,861
Work in process 189,420 169,344
Finished goods 839,227 684,544
\Waste 42,811 6,784
2,684,355 3,087,533
12. TRADE DEBTS
Considered good:
Secured against letters of credit 14,966 20,291
Unsecured 1,055,693 925,237
1,070,659 945,528
Less: Provision for doubtful debts (32,997) (32,481)

1,037,662 913,047




SURAJ COTTON MILLS LIMITED

For The Half Year Ended 31 December 2019

Note

Un-Audited

Audited

Dec 31,2019

June 30,2019

( Rupees in thousand )

13. LOANS AND ADVANCES
Considered good:

Loans to employees 8,383 5,728
Advances to suppliers 95,334 15,039
Advance against letter of credit 6,336 8,297
Due from related parties - unsecured 9,738 3,763
119,791 32,827
14. INVESTMENTS HELD AT FAIR VALUE THROUGH PROFIT OR LOSS
Equity investments 141 167,982 134,342
Mutual funds 14.2 1,378,620 -
1,546,602 134,342
14.1  Securities Held at Fair Value Through Profit or Loss
Opening balance 200,938 -
Reclassified to FVPL under IFRS 9 - 180,821
Purchases - 24,820
Redemptions - (4,703)
200,938 200,938
Fair value adjustment (32,956) (66,596)
167,982 134,342
14.2  Mutual Funds
HBL Cash Fund 262,763
Alfalah GHP Money Market Fund 287,985
MCB Cash Management Optimizer 212,868
NBP Money Market Fund 205,171
ABL Cash Fund 309,378
ATLAS Money Market Fund 100,455
1,378,620
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For The Half Year Ended 31 December 2019
Half Year Ended
Dec 31, 2019 Dec 31, 2018
Spinning Weaving Total Spinning Weaving Total
Rupees in Thousand
15. SALES
Local 5,994,536 2,754,212 8,748,748 5,306,387 2,271,633 7,577,920
Export 34,957 39,383 74,340 37,902 190,802 228,704
Inter Segments (1,234,950) - (1,234,950) (1,068,751) (1,068,751)
4,794,543 2,793,595 7,588,138 4,275,538 2,462,335 6,737,873
15.1 Disaggregation of the Company’s Revenue From Contracts with Customer is as Follows.

Segments
Sale of yamn 5,658,267 - 5,658,267 4,999,300 4,999,300
Sale of fabric - 2,780,805 2,780,805 - 2,446,096 2,446,096
Sale of waste 371,226 12,790 384,016 344,989 16,239 361,228
Inter-segment eliminations (1,234,950) - (1,234,950) (1,068,751) (1,068,751)
Total revenue from
contracts with customers 4,794,543 2,793,595 7,588,138 4,275,538 2,462,335 6,737,873
Geographic markets
Pakistan 5,994,536 2,754,212 8,748,748 5,306,387 2,271,633 7,577,920
China - 115 115 - -
Hong Kong - - - - 110,546 110,546
Italy - 33,531 33,531 - 36,573 36,573
Sri Lanka 3,009 - 3,009 1,704 1,704
South Korea S 5,737 5,737 - 25,972 25,972
Turkey - - - - 17,711 17,711
UAE 31,948 - 31,948 36,198 36,198
Inter-segment eliminations (1,234,950) - (1,234,950) (1,068,751) (1,088,751)
Total revenue from
contracts with customers 4,794,543 2,793,595 7,588,138 4,275,538 2,462,335 6,737,873
Timing of revenue recognition
Goods transferred at a point in time 4,794,543 2,793,595 7,588,138 4,275,538 2,462,335 6,737,873
Total revenue from contracts with
customers 4,794,543 2,793,595 7,588,138 4,275,538 2,462,335 6,737,873




SURAJ COTTON MILLS LIMITED

For The Half Year Ended 31 December 2019

Half Year Ended Quarter Ended

Dec 31,2019  Dec 31,2018 Dec 31,2019 Dec 31,2018

16. COST OF SALES

Raw material consumed 5,064,240 4,609,601 2,542,951 2,227,396
Sizing expenses 35,541 31,513 17,217 15,769
Stores, spares and loose tools consumed 128,294 102,608 58,339 57,736
Packing materials 73,148 71,994 37,517 39,206
Salaries, wages and other benefits 471,144 432,057 234,125 210,403
Fuel and power 820,967 777,280 443,192 376,747
Repairs and maintenance 35,312 14,249 21,878 7,196
Insurance 14,609 14,787 7,148 7,610
Depreciation 233,495 239,638 116,819 120,027
Other factory overheads 12,045 10,238 6,617 5,404
6,888,795 6,303,965 3,485,803 3,067,494

Work-in-process:
Opening stock 159,344 148,646 176,345 162,354
Closing stock (189,420) (164,082 (189,420) (164,082)
(30,076) (15,436) (13,075) (1,728)
Cost of goods manufactured 6,858,719 6,288,529 3,472,728 3,065,766

Finished goods:

Opening stock 691,328 714,347 1,103,701 1,169,660
Closing stock (882,038) (897,454) (882,038) (897,454)
(190,710) (183,107) 221,663 272,206

6,668,009 6,105,422 3,694,391 3,337,972

17. DISTRIBTUION COST

Salaries, wages and other benefits 2,553 2,227 999 1,315

Commission on sales 49,124 37,898 26,408 19,148

Freight and shipment 13,319 13,032 6,833 5,201

Clearing and forwarding 4,136 2,725 2,863

Export development surcharge 187 573 78 410
69,319 56,455 37,181 26,074
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For The Half Year Ended 31 December 2019
Half Year Ended Quarter Ended

Dec 31,2019 Dec 31,2018 Dec 31,2019 Dec 31,2018

-------------------- Rupees in Thousand-----------------

18.  ADMINISTRATIVE EXPENSES
Salaries, wages and other benefits 56,646 47,824 29,392 24,409
Rent, rates and taxes 3,498 3,233 1,750 1,467
Electricity and gas 4,031 2,843 1,829 1,192
Traveling and conveyance 3,374 2,680 589 699
Repair and maintenance 3,614 3,717 2,388 2,329
Vehicle running and maintenance 3,670 3,236 1,786 1,816
Printing and stationery 2,652 3,787 1,010 1,694
Communication 1,011 1,148 532 817
Fee and subscription 2,087 2,196 1,204 1,633
Advertisement 125 296 125 47
Insurance 1,147 1,101 566 555
Depreciation 13,144 8,115 6,449 4,115
Entertainment 44 32 17 9
Donation 35,030 - 30,030 -
130,073 80,108 77,667 40,582
19. OTHER OPERATING EXPENSES
Workers profit participation fund 38,263 18,122 21,068 10,579
Workers welfare fund 14,540 6,886 8,008 6,886
Impairment loss on short term investment - 27,031 - (43,883)
Others 22,856 2,718 6,595 1,399
75,659 54,757 35,671 (25,019)
20. OTHER OPERATING INCOME

Exchange gain / (loss) - 3,057 - 1,835
Profit on bank deposits 9,777 2,202 4,682 1,841
Dividend income 95,621 38,757 82,379 36,555
Net gain on short term investment 39,943 1,614 20,333 545
Sale of empties and scrap 4,136 3,140 1,836 1,984
Gain on disposal of operating fixed assets 12,712 3,864 12,712 2,885
162,189 52,634 121,942 45,645
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SURAJ COTTON MILLS LIMITED

Selected Notes to the Condensed Interim Financial Statements (Un-Audited)
For The Half Year Ended 31 December 2019

Half Year Ended Quarter Ended

Dec 31,2019  Dec 31,2018 Dec 31,2019 Dec 31,2018

21. FINANCE COST
Interest / mark-up on:

Long term financing 46,451 54,834 22,981 29,160

Short term borrowings 44,543 28,365 22,624 17,694

Liabilities against assets subject to finance _ o6 _ 9
lease

90,994 83,225 45,605 46,863

Bank charges and commission 3,818 4,012 2,337 2,319

94,812 87,237 47,942 49,182

22. TAXATION
Charge for the period:

Current 137,253 - 77,278
Deferred = 151,375 - 161,375

137,253 161,375 77,278 161,375

23. OPERATING SEGMENT INFORMATION

23.1 Business Segments

The Company has two reportable segments. The following summary describes the operation in each of the
Company's reportable segments:

Spinning: Production of different quality of yarn using natural and artificial fibers.

Weaving: Production of different quality of greige fabric using yam.

Transactions between operating segments are recorded on arm’s length basis in a manner similar to transactions
with third parties. Inter segment sales and purchases have been eliminated from the total.

FOR THE HALF YEAR ENDED 31 DECEMBER 2019
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Selected Notes to the Condensed Interim Financial Statements (Un-Audited)
For The Half Year Ended 31 December 2019

RECOGNIZED FAIR VALUE MEASUREMENTS - FINANCIAL INSTRUMENTS
Fair value hierarchy

Judgements and estimates are made in determining the fair values of the financial instruments that are recognised
and measured at fair value in these condensed interim financial statements. To provide an indication about the reli-
ability of the inputs used in determining fair value, the Company has classified its financial instruments into the follow-
ing three levels. An explanation of each level follows undermeath the table.

Recurring fair value measurements at

31 December 2019 - Un-audited Level1  lLevel2  Level3 Total

Financial assets

Investments at fair value through profit or loss 1,546,602 - - 1,646,602
}nvestmems at fair value through other comprehensive 799,866 ) ) 799,866
income

2,346,468 - - 2,346,468

Recurring fair value measurements at
30 June 2019 - Audited

Financial assets

Investments at fair value through profit or loss 134,342 - - 134,342
Investments at fair value through other comprehensive 667,047 ) ) 667,047
income

801,389 - - 801,389

(ii)

The above table does not include fair value information for financial assets and financial liabilities not measured at fair
value if the carrying amounts are a reasonable approximation of fair value. Due to short term nature, carrying amounts
of certain financial assets and financial liabilities are considered to be the same as their fair value. For the majority of
the non-current receivables, the fair values are also not significantly different to their carrying amounts.

There were no transfers between levels 1 and 2 for recurring fair value measurements during the half year ended 31
December 2019. Further there was no transfer in and out of level 3 measurements.

The Company’s policy is to recognise transfers into and transfers out of fair value hierarchy levels as at the end of
the reporting period.

Level 1: The fair value of financial instruments traded in active markets (such as publicly traded derivatives, and trad-
ing and equity securities) is based on quoted market prices at the end of the reporting period. The quoted market
price used for financial assets held by the Company is the current bid price. These instruments are included in level
1.

Level 2: The fair value of financial instruments that are not traded in an active market (for example, over-the-counter
derivatives) is determined using valuation techniques which maximise the use of observable market data and rely as
little as possible on entity-specific estimates. If all significant inputs required to fair value an instrument are observable,
the instrument is included in level 2.

Level 3: If one or more of the significant inputs is not based on observable market data, the instrument is included in
level 3. This is the case for unlisted equity securities.

Valuation techniques used to determine level 1 fair values

Specific valuation technique used to value financial instruments was use of quoted market prices.
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Selected Notes to the Condensed Interim Financial Statements (Un-Audited)
For The Half Year Ended 31 December 2019

25.

TRANSACTIONS WITH RELATED PARTIES

The related parties comprise associated companies, key management personnel and provident fund trust. The Company
is in the normal course of business carries out transactions with various related parties. Detail of transactions with related
parties are as follows:

Un-Audited

Half Year Ended Quarter Ended

Dec 31,2019 Dec 31,2018 Dec 31,2019 Dec 31,2018

(Rupees in thousand)

Transactions

Associated companies

Purchase of electricity 157 5,618 65 4,209
Sale of goods 26,787 60,596 10,726 33,615
Purchase of goods 163,971 141,787 129,491 54,144
Insurance expense 38,233 32,518 1,069 1,648
Dividend paid 87,145 60,622 -

Bonus shares issued - 2,273 -

Key management personnel

Remuneration paid to Chief Executive Officer, 21,733 19,203 10,703 9,473
Director and Executive

Dividend paid 32,958 22,870 32,958 22,870
Bonus shares issued - 8,576 - 8,576

Other related parties
Company's contribution to provident fund trust 13,461 10,266 7,536 5,226

As At 31 December 2019 (Un-Audited)

Period end Balances Associated Other
Companies Related Total
P Parties

Rupees in Thousand

Trade debts 10,999 - 10,999
Loans and advances 22,235 - 22,235
Trade and other payables 34,965 41 35,006

As At 30 June 2019 (Audited)

. Other
ég;m;tizg Related Total
P Parties

Rupees in Thousand

Trade debts 816 - 816
Loans and advances 3,763 - 3,763
Trade and other payables 5,961 39 6,000

FOR THE HALF YEAR ENDED 31 DECEMBER 2019
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Selected Notes to the Condensed Interim Financial Statements (Un-Audited)
For The Half Year Ended 31 December 2019

26.

27.

28.

29.

FINANCIAL RISK MANAGEMENT

The Company’s financial risk management objectives and policies are consistent with those disclosed in the
preceding audited annual published financial statements of the Company for the year ended 30 June 2019.

DATE OF AUTHORIZATION

These condensed interim financial statements were approved by the Board of Directors and authorized for issue on
20 February 2020.

CORRESPONDING FIGURES

In order to comply with the requirements of International Accounting Standard (IAS) 34 “Interim Financial Reporting”,
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 re-arranged, wherever necessary, for the purpose of comparison.

The Company adopted IFRS 9 ‘Financial Instruments’ from 01 July 2018. However, at the time of preparation of
condensed interim financial statements for the half year ended 31 December 2018, IFRS 9 was not applied in view of
relaxation granted by the Securities and Exchange Commission of Pakistan. Hence, now, the corresponding figures
appearing in the condensed interim statement of profit or loss, condensed interim statement of comprehensive
income and condensed interim statement of cash flows have been restated as follows:

Un-Audited
Half Year Ended
Dec 31 - 2018
Rupees in Thousand

Other income decreased by (38)
Other expenses decreased by (69,032)
Profit after taxation increased by 68,994
Other comprehensive income increased by 68,994

Total comprehensive income increased by -

GENERAL

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

CHIEF EXECUTIVE OFFICER DIRECTOR CHIEF FINANCIAL OFFICER
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