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Assalam-o-Alaikum

The financial statements (unaudited) of the Company for the Half Yearly ended December 31, 2019 is being presented to
you.

The Company has incurred a Half Year Pre-Tax loss of Rs. 3.45 million (HY18 Profit Rs 35.71 million) mainly due to
significant rise in Finance Cost on the back of increase in average KIBOR from 9.17% to 13.75% over last year despite
efforts to reduce borrowing as much as possible impacting us by PKR. 72 million. However, if we remove the impact of
interest hike then the half yearly accounts would show positive result.

We are a Spinning Industry which is the most fundamental, essential and basic Sector for any Textile Industry. We are at the
starting point for providing raw materials to all Textile Value added Chain, i.e. Knitted Garments, Woven Garments, Towels,
Denim, Home Textile. Unfortunately, since many years the Spinning Industry is not treated at par with the other value added
textile segments and have time and again faced a discriminatory attitude, as unlike the other sectors, the Spinning Industry
is not provided with any support, Rebates or Export Refinance Facilities (ERF). On the contrary we have to bear the brunt
of cotton crop failure as the Government instead of providing direct subsidy to the farmer is compelling us to pay a higher
price through punitive duties on import of Cotton, during six months of the year.

The cost of doing business is skyrocketing due to high power and labor cost coupled with numerous taxes and confrontation
with several tax authorities. The entire textile chain is paying advance sales tax on cotton at 10% which only gets adjusted
when Yarn is sold. Even though, we get the Sales Tax adjustment after receiving payments from our customers, however
our customers feel the pinch due to cash flow issue, as the Government has promised refunds due to them after 72 hours,
after filing of Annexure-H, (stock statement) with FBR, but their refunds are not being released, which in turn affects our
timely receivables, resulting in impact on our finance cost.

Another factor that has affected our result was the China-US trade war which caused the decline of Cotton prices globally.
As we trade internationally (Imports/Exports) therefore we had planned our Import Cotton purchases well in advance, to be
able to supply good quality yarn to our customers. Hence, we had lot of Cotton in the pipeline and the value of all that cotton
which was in the pipeline reduced drastically due to China-US conflict.

Raw Material

Yet again Pakistan is facing an even more severe failure of cotton crop. The Cotton arrival figures are around 8.5 Mn bales
which falls way behind the Government’s estimated figure of 15 Mn. The Punjab province which was producing more than
11 Mn bales is now producing only 5 Mn bales which is less than half, therefore Pakistan will have to import around 6 Mn
bales for local consumption. Moreover, there is not only shortage of yield but the quality of cotton crop has also deteriorated.

The Pakistan 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.

Further, the Government has come up with an erratic policy that half of the year there will be duty on imported cotton and
half the year import of cotton will be duty free. This policy takes away the opportunities for the Spinning Industry as Cotton
is a commodity which brings in opportunities for forecasting and planning our consumption, so we have to remain in the
international market all through the year, to take advantage of those opportunities.

Power Tariff

The Power tariff in Pakistan is exorbitantly high and we feel that the Power Sector can bring the whole Country’s Industries
to a stand-still. The Government’s promise of Grid supply at U.S. Cents at 7.5 throughout Pakistan, which comes to around
Rs.11.62 was not kept. Instead many other surcharges were levied, bringing the present cost to about Rs.18/- per KWH.
Moreover, SSGC is not supplying Gas on Sundays and during the day the Gas pressure is also reduced to 50%, therefore,
we are compelled to use Grid at high tariff cost.

The Textile Spinning Industry is a very important Industrial sector of the Country on whose basis other Textile segments rely
upon and flourish, but unfortunately we are not given the due importance and support by the Government.

We acknowledge the contribution of each and every employee of the Company. We also like to express our thanks to our
customers for the trust shown in our products and the bankers for their continued support to the Company. We are also
grateful to our shareholders for their confidence in our Management.

On behalf of the Board of Directors

MASE

ADEEL SHAHID TATA SHAHID ANWAR TATA
CHIEF EXECUTIVE Director
Karachi

Dated: February 27, 2020
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To the members of Salfi Textile Mills Limited
Report on review of Condensed Interim Financial Statements

Introduction

We have reviewed the accompanying condensed interim statement of financial position
SALFI TEXTILE MILLS LIMITED (the Company) as at December 31, 2019, and the related
condensed interim statement of profit or loss and other comprehensive income, condensed
interim statement of cash flows, condensed interim statement of changes in equity and notes
to the condensed interim financial statements for the half year then ended (here-in-after
referred to as condensed ‘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 interim financial statement 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 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 interim financial statements as of and for the half year ended December 31,
2019 are not prepared, in all material respects, in accordance with the accounting and
reporting standards as applicable in Pakistan for the interim financial reporting.

Other matter

The figures for the quarters ended December 31, 2019 and December 31, 2018 in the
condensed interim statement of profit or loss and other comprehensive income have not
been reviewed and we do not express a conclusion on them.

The engagement partner on the review resulting in this independent auditors’ review report
is Hena Sadiq.

- \
Chartered Accountants

Date: February 27, 2020

Member of
Place: Karachi Deloitte Touche Tohmatsu Limited
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AS AT DECEMBER 31, 2019

ASSETS

Non-current assets

Property, plant and equipment
Intangible assets

Long-term investments
Long-term deposits

Current assets

Stores, spares and loose tools
Stock-in-trade

Trade debts

Loans and advances
Short-term prepayments
Other receivables

Other financial assets

Sales tax refundable

Cash and bank balances

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity

Share capital

Reserves

Unappropriated profit

Surplus on revaluation of
property, plant and equipment

Non-current liabilities
Long-term finance
Deferred liabilities

Current liabilities

Trade and other payables

Unclaimed dividend

Interest / mark-up accrued on borrowings
Short-term borrowings

Current portion of long-term finances
Provision for income tax

TOTAL EQUITY AND LIABILITIES

CONINGENCIES AND COMMITMENTS

June 30,
2019
(Audited)
Note ———--emmmmeeeeeee (Rupees in 000) -----==========-

5 5,330,656
902
6 16,902

1,023
5,349,483

47,698
7 2,211,911
418,506
310,330
1,535
15,264
24,740
85,659
6,963
3,122,606

8,472,090

33,426
505,996
386,082

3,388,248
4,313,752

8 216,844
200,728
417,572

467,398
1,271
105,821
2,965,649
8 129,306
71,321
3,740,766

8,472,090

9

The annexed notes from 1 to 15 form an integral part of these condensed interim financial statements.

bl

ADEEL SHAHID TATA
CHIEF EXECUTIVE

Yot sl Ao

HASEEB HAFEEZUDDEEN SHAHID ANWAR TATA
CHIEF FINANCIAL OFFICER DIRECTOR
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FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2019

HALF YEAR ENDED QUARTER ENDED
December 31, December 31,
2018 2018
Note Rupees in 000
Revenue from contract with customers - net 10 2,875,319 1,448,006
Cost of goods sold 1 (2,604,671) (1,373,104)
Gross profit 270,648 74,902
Distribution cost (42,711) (21,958)
Administrative expenses (61,253) (33,612)
Other operating expenses (4,173) 3,215
Finance cost (133,297) (77,562)
(241,434) (129,917)
29,214 (55,015)
Other Income 6,494 1,642
(Loss) / Profit before taxation 35,708 (53,373)
Taxation 12 (29,552) (14,415)
(Loss) / Profit for the period 6,156 (67,788)
Other comprehensive income
Unrealised gain on re-measurement of
investment available-for-sale 37 28
Total comprehensive income for the period 6,193 (67,760)
(Loss) / Earnings per share - Basic and diluted 1.84 (20.28)

The annexed notes from 1 to 15 form an integral part of these condensed interim financial statements.

Ol SE Wik el .

ADEEL SHAHID TATA HASEEB HAFEEZUDDEEN SHAHID ANWAR TATA
CHIEF EXECUTIVE CHIEF FINANCIAL OFFICER DIRECTOR
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FOR THE HALF YEAR ENDED DECEMBER 31, 2019

HALF YEAR ENDED
December
31, 2018

- (Rupees in 000) ---------

(Loss) / Profit before taxation 35,708

Adjustments for :
Depreciation 75,853
Amortisation 132
Provision for staff gratuity 17,831
Provision for staff compensated absences 4,226
Finance cost 133,297
(Gain)/Loss on disposal of property, plant and equipment 716

Unrealized gain on financial contract -
Unrealized gain on long term Investment -

Operating cash flows before movements in working capital 267,763

Decrease / (increase) in current assets

Stores, spares and loose tools (3,089)
Stock-in-trade (975,881)
Trade debts - considered good 146,459
Loans and advances (64,031)
Short-term prepayments 114
Other receivables 3,048
Sales tax refundable (16,215)

(Decrease) / Increase in current liabilities

Trade and other payables 530,562
Cash generated from / (used in) operations (111,270)
Finance cost paid (111,230)
Income taxes refund / (paid) (38,208)
Staff gratuity paid (7,266)
Compensated absences paid (3,669)
Net cash generated from / (used in) operating activities (271,643)
Purchase of property, plant and equipment (35,453)
Proceeds from disposal of property, plant and equipment 1,491
Purchase of intangible assets (546)
Long-term deposit 200

Long-term investment -

Net cash used in investing activities (34,308)
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HALF YEAR ENDED
December
31,2018
-------------- (Rupees in 000) -----

Long term finances Repayment (121,379)
Long term finances obtained -

Short-term borrowings repayments (400,845)
Payment of dividend (6,487)
Net cash used in financing activities (528,711)
Net increase / (decrease) in cash and cash equivalents (A+B+C) (834,662)
Cash and cash equivalents at the beginning of the period (1,332,483)
Cash and cash equivalents at the end of the period (2,167,145)

CASH AND CASH EQUIVALENTS

Cash and bank balances 17,922
Short-term running finance (2,185,067)
(2,167,145)

The annexed notes from 1 to 15 form an integral part of these condensed interim financial statements.

Ol SE Wik sl s

ADEEL SHAHID TATA HASEEB HAFEEZUDDEEN SHAHID ANWAR TATA
CHIEF EXECUTIVE CHIEF FINANCIAL OFFICER DIRECTOR
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FOR THE HALF YEAR ENDED DECEMBER 31, 2019

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 Company is
manufacturing and sale of yarn. The Company's manufacturing facilities are located at Landhi Industrial
Estate, Karachi in the Province of Sindh.

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 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.

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 half year ended December 31, 2018.

These condensed interim financial statements are unaudited. However, a limited scope review of these
condensed interim financial statements have been performed by the external auditors of the Company in
accordance with the requirement of Section 237 of the Companies Act, 2017.

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.

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.

December 31, June 30,
2019 2019
(Unaudited) (Audited)
---------- (Rupees in 000) --------
Operating fixed assets 5,287,733
Capital work in progress 42,923

5,330,656
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Following addition / transfers and disposals in operating fixed assets were made.

Additions/  Disposal at Sales
Transfers  book value Proceeds

During the period ended December 31,2019 (Unaudited)

Building on leased hold land
Plant & Machinery

Factory Equipment
Furniture & Fixture

Office Equipment

Motor Vehicle

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 amounts to Rs. 14.619 million (June 30, 2019:
Rs. 18.01 million).

December 31, June 30,
2019 2019
(Unaudited) (Audited)
Note = =mmeeeeee- (Rupees in 000) -------
Fair value through profit and loss
Listed shares - Samba Bank Limited 6.1 502
Amortised cost
Government bonds 16,400
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. 0.23 million for the half year ended December

31, 2019.
June 30,
2019
(Audited)
---------- (Rupees in 000) -------
Raw material 1,842,166
Work-in-process 48,512
Finished goods 321,223
Waste 139

2,212,041
Less: provision of written down of inventories to their
net realisable value (130)

2,211,911
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June 30,
2019
(Audited)
Note -—=e-meeee- (Rupees in 000) --------
Banking companies - secured
- Term Finance | H 345,184 ‘
- Car Finance 8.1 967
346,151
Less : Current portion
- Term Finance | H (128,444)‘
- Car Finance (863)
(129,306)
8.2 216,844

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).

June 30,
2019
(Audited)
Long term financing (Rupees in 000) --------
Balance at the beginning of period / year 587,502
Obtained during the period / year -
Repayment during the period / year (241,352)
Balance at end of the period / year 346,151
Less: current portion of long term financing (129,306)
216,844
Contingencies
There is no contingency to report as at December 31, 2019 and June 30, 2019.
June 30,
2019
(Audited)
Commitments Note -eenneenn- (Rupees in 000) -------
i.  Civil works 1,045
ii. Letters of credit for
- Stores and spares 3,014
- Raw material 123,503
- Machinery 267,436
ii. Bank guarantees issued on behalf of the company 9.21 125,799
iv. Bills discounted
- local 10,105
- export 1,256,129
v. Outstanding sales contract 115,797

This includes bank guarantee related to Sindh Development and maintenance of infrastructure cess
amounting to Rs. 104.06 million (June 30, 2019: Rs.96.90 million).

Sales include sales made to local customers (including indirect exports) and direct exports amounting to
Rs. 1,234 million (2018: 1,791 million) and Rs. 2,843 (Rs. 1,084 million) respectively.
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Cost of goods manufactured

Finished goods:
- Opening stock
- Closing Stock

Cost of good sold
Cost of raw material sold

Cost of goods manufactured

Raw material consumed
Packing material consumed
Stores and spares consumed
Salaries, wages and benefits
Fuel and power

Insurance

Repairs and maintenance
Depreciation

Other overheads

Work-in-process
Opening stock
Closing stock

Raw material consumed

- Opening stock
- Raw material purchased

- Closing stock

HALF YEAR ENDED QUARTER ENDED
December 31, December 31,
2018 2018
Net (Rupees in 000) ----=ssnnnmmmmmmmmemnnnnnnn
11.1 3,123,400 1,579,504
11.2 137,477 449,806
11.2 (656,206) (656,206)|
(518,729) (206,400)
2,604,671 1,373,104
2,604,671 1,373,104
11.1.1 2,559,036 1,294,463
33,463 16,627
44,345 23,209
178,217 85,105
217,581 109,379
4,702 2,789
2,227 1,461
73,372 36,617
17,130 9,831
3,130,073 1,579,481
37,443 44,139
(44,116) (44,116)
(6,673) 23
3,123,400 1,579,504
936,157 1,338,516
3,009,515 1,342,583
3,945,672 2,681,099
(1,386,636) (1,386,636)
2,559,036 1,294,463

Net realizable value of finished goods was lower than its cost, which resulted in write down of Rs.1.079
million (December 31,2018: Rs. 0.08 million) charged to cost of sales.

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.

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:
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NATURE OF RELATIONSHIP

Associated undertakings
Share of expense paid
Licensing Income
Rent Income
Purchase of power

Purchase of store items

Dividend paid

Directors Remuneration
Meeting fee
Rent Expense
Dividend paid

Key management personnel Remuneration

OUTSTANDING BALANCES

Associated Undertakings Other Receivables

Trade & Other Payables

HALF YEAR ENDED
December 31,
2018
Unaudited

NATURE OF TRANSACTION

Share of expense received

--- (Rupees in 000) -------

1,282
437

712
300
213,012
36

733

4,745

130
2,045
5,245

29,510

June 30,
2019
(Audited)
---------- (Rupees in 000) ------

719
78,768

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.

These condensed interim financial statement has been approved and authorised for issue on February

27, 2020 by the Board of Directors of the Company.

Wt SE

ADEEL SHAHID TATA
CHIEF EXECUTIVE

Wit ool drsn.

HASEEB HAFEEZUDDEEN
CHIEF FINANCIAL OFFICER

SHAHID ANWAR TATA

DIRECTOR
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