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Directors’ Report

The directors of your company are pleased to present you the results of Half Year of FY20:

| HYFY20 | HYFY19 | Variance
Rupees in '000' %
Sales 20,888,257 | 19,767,205 1,121,052 5.67%
Cost of sales (19,866,771) ((16,582,421) | (3,284,350) 19.81%
Gross profit 1,021,486 3,184,784 | (2,163,298) -67.93%
Administrative expenses (3857,829) (311,956) (45,873) 14.70%
Selling and distribution expenses (1,009,495) (653,703) (355,792) 55.72%
Net impairment losses on financial assets (50,200) - (50,200) 100.00%
Other operating expenses (54,878) (431,180) 376,302 -87.27%
Other income 1,184,946 1,144,631 40,315 3.52%
Finance cost (2,455,664) | (1,342,738) | (1,112,926) 82.88%
Loss) / Profit before taxation (1,721,634) 1,589,838 | (3,311,472) | -208.29%
Taxation 874,576 151,951 722,625 475.56%
(Loss) / Profit after taxation (847,058) 1,741,789 | (2,588,847) -148.63%
EPS (Rs/share) -1.93 3.98
Production and Sales volumetric data is as under:
Figures in MT
| HY FY20 | HY FY19 | Variance
Production: In MT %
Clinker 3,353,987 3,093,121 260,866 8.43%
Cement 2,973,846 2,653,899 319,947 12.06%
Sales:
Total 2,948,298 2,645,188 303,110 11.46%
Local (excluding own consumption) 2,853,185 2,469,752 383,433 15.53%
Exports 95,113 175,436 -80,323 -45.78%
Clinker Sale 939,208 361,326 577,882 159.93%

Financial year 2020 started in the environment where Pakistan economy was undergoing the
stabilization measures under the new IMF program. Tight fiscal and monetary measures, high inflation
and rising fuel prices impacted the purchasing power of customers. Excessive taxation on housing
sector and government drive for documentation of economy, though beneficial in the long run, further
slowed down the construction activity in the country. Capacity expansion in the industry since June
2019 also intensified price war to maintain individual market share. These factors contributed towards
declining profitability of cement industry with worsening profitability and liquidity ratios.

In volume terms, total sales quantity of industry witnessed a growth of 6.51% but sales utilization
declined to 83% against 85% for the corresponding period last year due to capacity addition. It was
largely contributed by exports of 15% (HY19: 13%) against the local sales utilization of 68% (HY19:
72%). Clinker export is the main factor that contributed to the overall export growth of 22.91% against
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the local sales growth of 3.54%

In line with the industry, first half of FY 2020 of your Company was not encouraging. Overall cement
sales quantity registered growth, mainly driven by local cement sales and clinker exports. Exports of
cement declined mainly from halt of exports to India after imposition of 200% duty. Clinker was
exported to contribute towards fixed costs and to reduce the piling clinker stocks. Sales utilization of
your Company improved to 109% (HY 2020: 85%) against the industry of 83%.

Sales, in value terms, registered growth primarily due to an increase in volume. Costs escalation mainly
from general inflation, rise in energy prices and continuous currency devaluation since September 2018
could not be absorbed in the falling cement prices amid high competition in the industry. However,
prices showed some stability in the second quarter. Increased capacity utilization in the second quarter
resulted in efficiency gain that lowered the cost of production on QOQ basis. However current year
(YTD) sales prices remained on the lower side that resulted in fall in GP (in absolute terms & as a % of
sales). Selling expenses increase were associated with the rise in clinker exports. Finance cost
registered increase mainly driven by hike in discount rates as compared to corresponding period last
year and more borrowings to finance the inflationary pressure on working capital.

Cement volumetric sales will remain under pressure in the near future and price war is expected to
continue and could be fluctuated negatively. GDP % would remain low (projected 2.8%) for this year
2020 that could affect the overall demand in the economy. Tensions in middle east further escalate that
may shake the oil prices upward. With low reserves with SBP, the effect could be trickled down and
could affect the costs. Coal prices are also trending upward. There is also potential implication of axle
load for the company. On the positive side, Government started releasing PSDP funds to boost
development activities after IMF review in October. Groundbreaking of Special economic zones took
place recently that can attract business opportunities for investors and may create demand for
construction activities. Flagship projects like Naya Pakistan Housing Program, Diamer-Bhasha Dam and
Mohmand Dam are yet to come into construction phase. These factors are expected to contribute
positively towards profitability of the Company.

The principal activity of the Company is manufacture and sale of cement and clinker and following are
the principal risks the Company face:

° Tight price market and tough competition
o Capacity utilization

o Interest rate

° Foreign currency fluctuations

° Shrinking cement exports market

The Board of Directors has approved Directors’ Remuneration Policy. The main features of the policy are
as follows:

° The Company shall not pay remuneration of its non-executive directors including independent
directors except for meeting fee for attending Board and its Committee meetings.

° The Company will reimburse or incur expenses of traveling and accommodation of Directors in
relation to attending of Board and its Committees meetings, if any.

° The Directors’ Remuneration Policy will be reviewed and approved by the Board of Directors from
time to time.
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Following are the directors of the Company:

Mrs. Naz Mansha (Chairperson) Non- Executive
Mr. Raza Mansha Executive

Mr. Khalid Niaz Khawaja Independent
Mr. Usama Mahmood Non-Executive
Mr. Mahmood Akhtar Non-Executive
Mr. Farid Noor Ali Fazal Executive

Mr. Shahzad Ahmad Malik Non-Executive
Female Directors: 01

Male Directors: 06

Audit Committee

Mr. Khalid Niaz Khawaja Chairman
Mr. Mohammad Usama Mahmood Member
Mr. Mahmood Akhtar Member

Human Resource & Remuneration Committee

Mr. Khalid Niaz Khawaja Chairman
Mr. Raza Mansha Member
Mr. Shahzad Malik Member

There are no material post balance sheet events affecting the period end position.

Our plants and operations are complying with international and national environmental standards.
DGKC is fully cognizant of its responsibility towards society and welfare. The Company is spending on
education, health, medical and fire-fighting facilities, water supply to nearby localities, aiding in
emergency and disaster situations in nearby areas, awareness campaigns, etc.

There are no changes that have occurred during the period under review concerning the nature of the
business of the company or of its subsidiaries, or any other company in which the company has an
interest.

The Directors of your company state that the system of internal control is sound in design and has been
effectively implemented and monitored. Significant deviations from last period in operating results of the
company are highlighted and reasoned in other parts of Directors report.

We thank all our stakeholders and admire the efforts of our employees.

For and on behalf of the Board

e ret e SEXSY

Raza Mansha Farid Noor Ali Fazal
Chief Executive Officer Director
Lahore

February 13, 2020
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Independent Auditor’s Review Report
To The Members Of D.G. Khan Cement Company Limited
Report On Review Of Interim Financial Statements

Introduction

We have reviewed the accompanying condensed interim statement of financial position of D.G Khan Cement
Company Limited as at December 31, 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 financial statements for the six-month period
then ended (here-in-after referred to as the “interim financial statements”). Management is responsible for the
preparation and presentation of this interim financial statements in accordance with accounting and reporting
standards as applicable in Pakistan for interim financial reporting. Our responsibility is to express a conclusion
on these financial statements based on our review. The figures of the condensed interim statement of profit or
loss and condensed interim statement of comprehensive income for the three-month periods ended
December 31, 2018 and 2019 have not been reviewed, as we are required to review only the cumulative
figures for the six-month period ended December 31, 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 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 is not prepared, in all material respects, in accordance with the accounting and

reporting standards as applicable in Pakistan for interim financial reporting.

The engagement partner on the audit resulting in this independent auditor’s report is Amer Raza Mir.

Chartered Accountants,

My«

Lahore,
Dated: February 13, 2020
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Unconsolidated Condensed Interim
Statement of Financial Position

EQUITY AND LIABILITIES
CAPITAL AND RESERVES

Authorised share capital

- 950,000,000 (June 30, 2019: 950,000,000)
ordinary shares of Rs 10 each

- 50,000,000 (June 30, 2019: 50,000,000)
preference shares of Rs 10 each

Issued, subscribed and paid up share capital
438,119,118 (June 30, 2019: 438,119,118)
ordinary shares of Rs 10 each
Other reserves
Revenue reserve: Un-appropriated profits

NON-CURRENT LIABILITIES

Long term finances - secured
Long term deposits

Deferred liabilities

Deferred taxation

CURRENT LIABILITIES

Trade and other payables

Accrued markup

Short term borrowings - secured
Current portion of non-current liabilities
Unclaimed dividend

Provision for taxation

Contingencies and Commitments

Note

31 December,
2019
Un-Audited

30 June,
2019
Audited

(Rupees in thousand)

9,500,000 9,500,000
500,000 500,000
10,000,000 10,000,000
4,381,191 4,381,191
32,698,314 28,922,952
36,339,095 37,624,272
73,418,600 70,928,415
14,953,439 15,985,030
260,741 242,043
485,314 449,194
3,215,116 4,089,691
18,914,610 20,765,958
9,248,434 8,029,874
792,394 809,569
18,857,801 20,258,570
5,452,400 5,080,511
34,385 33,438
35,090 35,090
34,420,504 34,247,052
126,753,714 125,941,425

The annexed notes 1 to 16 form an integral part of these unconsolidated condensed interim financial statements.

Lo

Chief Executive
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As At December 31, 2019 (Un-audited)

31 December, 30 June,
2019 2019
Un-Audited Audited
Note (Rupees in thousand)
ASSETS
NON-CURRENT ASSETS
Property, plant and equipment 8 79,682,315 79,980,234
Investments 9 18,730,222 12,276,961
Long term loans to employees 237 237
Long term deposits 59,503 60,733
93,472,277 92,318,165
CURRENT ASSETS
Stores, spare parts and loose tools 7,682,349 9,240,264
Stock-in-trade 2,591,514 3,714,058
Trade debts 1,483,067 1,191,881
Investments 9 16,598,676 14,129,075
Loans, advances, deposits, prepayments
and other receivables 266,644 1,064,369
Loan to related party 10 765,000 1,000,000
Income tax receivable 3,451,127 2,794,695
Cash and bank balances 443,060 488,918
33,281,437 33,623,260
126,753,714 125,941,425
’hl-ﬂ /_.L’ E“"lé‘gt’i)&j\
Chief Financial Officer Director
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Unconsolidated Condensed Interim Statement of Profit or Loss
For the Quater and Six-Month Period ended December 31, 2019 (Un-audited)

2019 2018
July to October to July to October to
December December December December
Note (Rupees in thousand) (Rupees in thousand)

Sales 20,888,257 11,818,812 19,767,205 11,581,312
Cost of sales (19,866,771)  (10,259,310)  (16,582,421) (9,433,893)
Gross profit 1,021,486 1,559,502 3,184,784 2,147,419
Administrative expenses (857,829) (207,255) (311,956) (142,310)
Selling and distribution expenses (1,009,495) (524,078) (653,703) (471,174)
Net impairment losses on

financial assets (50,200) (50,200) - -
Other expenses (54,878) (52,868) (431,180) (403,191)
Other income 1,184,946 631,849 1,144,631 675,339
Finance cost (2,455,664) (1,199,560) (1,342,738) (736,119)
(Loss)/profit before taxation (1,721,634) 157,390 1,589,838 1,069,964
Taxation 874,576 423,611 151,951 254,002
(Loss)/profit for the period (847,058) 581,001 1,741,789 1,323,966
(Loss)/earnings per share

(basic and diluted - in Rupees) (1.93) 1.33 3.98 3.02

The annexed notes 1 to 16 form an integral part of these unconsolidated condensed interim financial statements.

QQ Joo ’L, 1. il ezl

Chief Executive Chief Financial Officer Director
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Unconsolidated Condensed Interim Statement of Comprehensive Income
For the Quater and Six-Month Period ended December 31, 2019 (Un-audited)

2019 2018
July to October to July to October to
December December December December
(Rupees in thousand) (Rupees in thousand)
(Loss)/profit for the period (847,058) 581,001 1,741,789 1,323,966
Other comprehensive income/(loss) for
the period - net of tax
Items that may be reclassified
subsequently to profit or loss:
Change in fair value of available-for-sale
investments - - (2,871,037) (3,469,541)

Tax effect of change in fair value of
available-for-sale investments - = 336,654 336,654
- - (2,534,383) (3,132,887)

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

Change in fair value of investments at
fair value through other comprehensive
income (FVOCI) 3,775,361 2,774,669 - -
3,775,361 2,774,669 (2,534,383) (3,132,887)

Total comprehensive income/(loss) for
the period 2,928,303 3,355,670 (792,594) (1,808,921)

The annexed notes 1 to 16 form an integral part of these unconsolidated condensed interim financial statements.

QQ J ’L, 1. reEL G SERSA

Chief Executive Chief Financial Officer Director
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Unconsolidated Condensed Interim Statement of Cash Flows
For the Six-Month Period ended December 31, 2019 (Un-audited)

2019 2018
July to July to
December December
Note (Rupees in thousand)

Cash flows from operating activities
Cash generated from operations 12 6,007,755 1,390,585
Finance cost paid (2,472,839) (1,105,466)
Retirement and other benefits paid (65,247) (34,820)
Income tax paid (656,431) (619,695)
Long term deposits - net 18,698 77,035
Net cash inflow/(outflow) from operating activities 2,831,936 (292,361)
Cash flows from investing activities
Payments for property, plant and equipment (1,648,939) (2,764,272)
Proceeds from disposal of property, plant and equipment 71,962 20,735
Investments in equity instruments (147,500) (150,000)
Long term loans, advances and deposits - net 1,230 (1,565)
Recovery of loan to related party 235,000 -
Interest received 65,557 46,378
Dividend received 987,988 1,019,492
Net cash outflow from investing activities (434,702) (1,829,232)
Cash flows from financing activities
Repayment of long term finances (2,159,702) (697,833)
Proceeds from long term finances 1,500,000 2,700,000
Dividend paid (437,172) (1,851,222)
Net cash (outflow)/inflow from financing activities (1,096,874) 150,945
Net increase/(decrease) in cash and cash equivalents 1,300,360 (1,970,648)
Cash and cash equivalents at the beginning of the period (19,769,652) (11,740,563)
Effect of exchange rate changes on cash and cash equivalents 54,551 (97,310)
Cash and cash equivalents at the end of the period 13 (18,414,741) (13,808,521)

The annexed notes 1 to 16 form an integral part of these unconsolidated condensed interim financial statements.

QQ Joo ’L, 1. reEI Qe SELRA
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Notes to and Forming Part of the Unconsolidated Condensed Interim Financial Statements (Un-audited)
For the Six-Month Period Ended December 31,2019

1. Status and nature of business

D. G. Khan Cement Company Limited (the 'Company') is a public company limited by shares
incorporated in Pakistan in 1978 under the repealed Companies Act, 1913 (now the Companies Act,
2017). The Company's ordinary shares are listed on the Pakistan Stock Exchange Limited. The registered
office of the Company is situated at 53-A, Lawrence Road, Lahore.

The Company is principally engaged in production and sale of Clinker, Ordinary Portland and Sulphate
Resistant Cement. It has four cement plants, two plants located at Dera Ghazi Khan ('D.G. Khan'), one at
Khairpur District, Chakwal ('Khairpur') and one at Hub District, Lasbela ('Hub').

2. Basis of preparation
2.1 Statement of compliance

These unconsolidated 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 ('lASB') 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 unconsolidated condensed interim financial statements are un-audited and are being
submitted to the members as required by section 237 of the Companies Act, 2017 (the 'Act’).

These unconsolidated condensed interim financial statements do not include all of the information
required for annual financial statements and should be read in conjunction with the annual financial
statements as at and for the year ended June 30, 2019. Selected explanatory notes are included
to explain events and transactions that are significant to and understanding of the changes in the
Company’s financial position and performance since the last annual financial statements.

The Company is required to issue condensed interim consolidated financial statements along with
its condensed interim separate financial statements in accordance with the requirements of
accounting and reporting standards as applicable in Pakistan. Condensed interim consolidated
financial statements are prepared separately.

3. Significant accounting policies

3.1 The accounting policies and the methods of computation adopted in the preparation of these
unconsolidated condensed interim financial statements are the same as those applied in the
preparation of preceding annual published financial statements of the Company for the year ended
June 30, 2019 except for the adoption of new and amended standards as set out below:

3.2 Standards, amendments to published standards and interpretations that are effective in the
current period

Certain standards, amendments and interpretations to International Financial Reporting Standards
(IFRS) are effective for accounting periods beginning on July 1, 2019, but are considered not to be
relevant or to have any significant effect on the Company’s operations (although they may affect
the accounting for future transactions and events) and are, therefore, not detailed in these
unconsolidated condensed interim financial statements.
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3.3 Standards, amendments and interpretations to existing standards that are not yet effective
and have not been early adopted by the Company

There are certain standards, amendments to the accounting standards and interpretations that are
mandatory for the Company's accounting periods beginning on or after July 01, 2020 but are
considered not to be relevant or to have any significant effect on the Company's operations and
are, therefore, not detailed in these unconsolidated condensed interim financial statements.

Accounting estimates

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

In preparing these unconsolidated condensed interim financial statements, the significant judgments
made by management in applying accounting policies and key sources of estimation were the same as
those that were applied to the annual financial statements of the Company for the year ended June 30,
2019, with the exception of change in estimate that is required in determining the provision for income
taxes as referred to in note 5.

Taxation

Income tax expense is recognized in each interim period based on best estimate of the weighted average
annual income tax rate expected for the full financial year. Amounts accrued for income tax expense in
one interim period may have to be adjusted in a subsequent interim period of that financial year if the
estimate of the annual income tax rate changes.

December 31, June 30,
2019 2019
Un-audited audited

(Rupees in thousand)

Long term finances - secured

Long term loans - note 6.1 20,365,622 21,025,324
Current portion shown under current liabilities (5,412,183) (5,040,294)
14,953,439 15,985,030

6.1 The reconciliation of the carrying amount is as follows:

Opening balance 21,025,324 20,040,471
Disbursements during the period/year 1,500,000 3,600,000
Repayments during the period/year (2,159,702) (2,615,147)
Closing balance 20,365,622 21,025,324

Contingencies and commitments

7.1 Contingencies
There is no significant change in contingencies from the preceding annual financial statements of
the Company for the year ended June 30, 2019 except for the matter disclosed in note 15.1.8 to
the preceding annual financial statements, which is mentioned below:
A guarantee to Meezan Bank Limited (MBL) against the loan provided by MBL to Hyundai Nishat

Motor (Private) Limited, a related party, has been enhanced to Rs 840.914 million (June 30, 2019:
Rs 550 million).
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7.2 Commitments in respect of:
(i) Contracts for capital expenditure Rs 1,294.325 million (June 30, 2019: Rs 1,600.703 million).

(i)  Letters of credit for capital expenditure Rs 5,053.228 million (June 30, 2019: Rs 935.353
million).

(iii)  Letters of credit other than capital expenditure Rs 3,263.597 million (June 30, 2019: Rs
1,423.09 million).

December 31, June 30,
2019 2019
Un-audited audited

(Rupees in thousand)

8. Property, plant and equipment

Operating fixed assets - note 8.1 75,377,220 76,928,989
Capital work-in-progress - note 8.2 4,095,435 3,008,937
Major spare parts and stand-by equipment 209,660 42,308

79,682,315 79,980,234

8.1 Operating fixed assets

Opening book value 76,928,989 73,434,283
Additions during the period/year - note 8.1.1 395,089 7,022,815

77,324,078 80,457,098
Disposals during the period/year - at book value (103,772) (28,042)
Depreciation charged for the period/year (1,843,086) (3,500,067)

(1,946,858) (3,528,109)
Closing book value 75,377,220 76,928,989

8.1.1 Additions during the period/year

Freehold land 15,570 19,990
Leasehold land - 200,000
Buildings on freehold land:
- Factory buildings - 1,412,254
- Office building and housing colony 2,531 553,029
Roads - 838,514
Plant and machinery 114,727 3,098,894
Quarry equipment 111,311 312,609
Furniture and fittings 31,286 115,553
Office equipment 64,213 71,188
Vehicles 55,451 257,635
Power and water supply lines - 143,149
395,089 7,022,815
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December 31, June 30,
2019 2019
Un-audited audited

(Rupees in thousand)

8.2 Capital work-in-progress

Civil works 1,414,780 1,001,461
Plant and machinery 2,430,618 1,724,300
Advances to suppliers and contractors 110,049 236,442
Others 139,988 46,734
4,095,435 3,008,937

Investments

This includes Level 3 investments in Nishat Hotels and Properties Limited and Hyundai Nishat Motor
(Private) Limited that are related parties on the basis of common directorship. The reconciliation of
carrying amount of these investments is as follows:

December 31, June 30,
2019 2019
Un-audited audited

(Rupees in thousand)

Carrying value of investments at the beginning of the period/year 1,983,213 3,392,170
Investments made during the period/year 147,500 441,667
Fair value gain/(loss) recognized in other comprehensive income - (1,850,624)
Carrying value at the end of the period/year 2,130,713 1,983,213

Loan to related party - considered good

This represents loan to Nishat Hotels and Properties Limited (‘NHPL'), a related party due to common
directorship, for meeting its working capital requirements. The outstanding amount is due for repayment
on October 27, 2019 in accordance with the extension granted in Annual General Meeting of the
Company held on October 28, 2019. It carried markup at the rate of 1 month Karachi Inter Bank Offered
Rate (KIBOR) + 0.5% per annum till October 27, 2019, after which the rate changed to 1 month KIBOR +
1% per annum. The reconciliation of carrying amount is as follows:

December 31, June 30,
2019 2019
Un-audited audited

(Rupees in thousand)

Opening balance 1,000,000 1,000,000
Less: Receipts during the period/year 235,000 -
Closing balance 765,000 1,000,000

PAGE = 21



DG CEMENT | DGK CEMENT HALF YEAR 2020
11. Transactions with related parties

The related parties include the subsidiaries, the Investor (Nishat Mills Limited), related parties on the
basis of common directorship, group companies, key management personnel including directors and
post employment benefit plans. Key management personnel are those persons having authority and
responsibility for planning, directing and controlling the activities of the company, directly or indirectly,
including any director (whether executive or otherwise) of that company. The Company in the normal
course of business carries out transactions with various related parties. Significant transactions with
related parties are as follows:

July to July to
December December
2019 2018

Un-audited Un-audited
(Rupees in thousand)

Relationship with the Nature of transaction
Company
i. Subsidiary entities Purchase of goods and services 1,311,328 956,689
Rental income 464 464
Sale of goods 14,973 10,763
ii. Investor Sale of goods 15,323 37,346
Dividend income 121,158 143,875
Dividends paid 137,574 584,690
iii. Other related entities Insurance premium 82,396 91,514
Sale of goods 35,043 70,359
Dividend income 864,282 874,545
Dividends paid 3,587 15,244
Purchase of goods and services 43,256 22,799
Mark-up income on balances
with related parties 64,299 45,315
Insurance claims received - 1,531
Purchase of shares 147,500 -
iv. Key management Salaries and other
personnel employment benefits 125,650 126,083
Dividend paid 23,951 101,366
v. Post employment Expense charged in respect of
benefit plans defined benefit plan 101,367 65,470
Expense charged in respect of
defined contribution plan 47,710 25,806
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December 31, June 30,
2019 2019
Un-audited audited

(Rupees in thousand)
Period/year end balances

Payable to related parties

Trade and other payables 356 245,582

Receivable from related parties

Trade debts 20,146 13,657
Loan to related party 765,000 1,000,000
Long term deposits 300 300
Mark-up receivable from related party 9,580 10,838
795,026 1,024,795
July to July to

December, December,

2019 2018

Un-audited Un-audited

(Rupees in thousand)

12. Cash generated from operations

(Loss)/profit before tax (1,721,634) 1,589,838
Adjustments for non-cash charges and other items:

- Depreciation on operating fixed assets 1,843,086 1,712,632
- Loss/(gain) on disposal of operating fixed assets 31,810 (7,907)
- Net impairment losses on financial assets 50,200 -
- Dividend income (987,988) (1,020,385)
- Provision for retirement benefits 101,367 65,088
- Impairment of investment in equity instruments of subsidiary - 162,789
- Mark-up income (64,299) (49,699)
- Exchange loss 20,858 83,849
- Finance cost 2,455,664 1,348,148
Profit before working capital changes 1,729,064 3,884,353

Effect on cash flow due to working capital changes:

- Decrease/(increase) in stores, spare parts and loose tools 1,557,915 (1,059,801)

- Decrease/(increase) in stock-in-trade 1,122,544 (1,336,458)

- Increase in trade debts (349,553) (1,135,044)
- Decrease in loans, advances, deposits,

prepayments and other receivables 796,467 850,797

- Increase in trade and other payables 1,151,318 186,738

4,278,691 (2,493,768)

6,007,755 1,390,585
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December 31, December 31,
2019 2018
Un-audited Un-audited
(Rupees in thousand)

13. Cash and cash equivalents

Short term borrowings - secured (18,857,801) (14,389,357)
Cash and bank balances 443,060 580,836
(18,414,741) (13,808,521)

14. Financial risk management
14.1 Financial risk factors

The Company’s activities expose it to a variety of financial risks: market risk (including currency risk,
interest rate risk, and other price risk), credit risk and liquidity risk.

These unconsolidated condensed interim financial statements do not include all financial risk
management information and disclosures required in the annual financial statements, and should
be read in conjunction with the Company’s annual financial statements as at June 30, 2019.

There have been no changes in the risk management department or in any risk management
policies since the year ended June 30, 2019.

14.2 Fair value estimation
a) Fair value hierarchy

The different levels for fair value estimation used by the Company have been defined as
follows:

- The fair value of financial instruments traded in active markets (such as publicly traded
equity securities) is based on quoted (unadjusted) 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.

- 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 maximize the
use of observable market data and rely as little as possible on entity specific estimates. If all
significant inputs required to determine fair value of an instrument are observable, the
instrument is included in Level 2.

- 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 instruments.

To provide an indication about the reliability of the inputs used in determining fair value, the
Company classifies its financial instruments into the three levels prescribed above. The
following table presents the Company’s financial assets measured and recognised at fair
value at December 31, 2019 and June 30, 2019 on a recurring basis:
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Level 1 Level 2 Level 3 Total
As at December 31, 2019 (Rupees in thousand)
Recurring fair value measurements
Assets
Investments - FVOCI 25,807,198 - 2,130,713 27,937,911
As at June 30, 2019
Assets
Investments - FVOCI 22,031,838 - 1,983,213 24,015,051

b)

c)

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.

There were no transfers between Level 1, 2 and 3 during the period. There were no changes in
valuation techniques during the period.

The Company did not measure any financial assets or financial liabilities at fair value on a
non-recurring basis as at December 31, 2019.

Valuation techniques used to determine fair values
Specific valuation techniques used to value financial instruments include:
- the use of quoted market prices or dealer quotes for similar instruments; and

- for other financial instruments - discounted cash flow analysis.

Fair value measurements using significant unobservable inputs

The main level 3 inputs used by the Company to determine fair value of investment in Nishat Hotels
and Properties Limited ('NHPL') are derived and evaluated as follows.

- Discount rate is determined using a capital asset pricing model to calculate a pre-tax rate that
reflects current market assessments of the time value of money and the risk specific to NHPL.

- Long term growth rate is estimated based on historical performance of NHPL and current market
information for similar type of entities.

The significant assumptions used in this valuation technique are as follows:

- Discount rate of 14.82%.

- Long term growth rate of 4% for computation of terminal value.

- Annual growth in costs and revenues is linked to inflation at 8% per annum.

Investment in Hyundai Nishat Motor (Private) Limited's ordinary shares are also not listed and its
operations have not commenced as of the reporting date. It is classified as a Level 3 financial asset
and is measured at fair value on the reporting date. However, due to volatility in the underlying

assumptions relevant to the valuation, there is a wide range of possible fair value measurements
and cost is considered to represent the best estimate of fair value within that range.
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15.

16.

Sensitivity analysis
Sensitivity analysis of the significant assumptions used in the valuation technique are as follows:

If the discount rate increases by 1% with all other variables held constant, the impact on fair value as at
December 31, 2019 would be Rs 292.460 million lower.

If the long term growth rate decreases by 1% with all other variables held constant, the impact on fair
value as at December 31, 2019 would be Rs 136.366 million lower.

If inflation decreases by 1% with all other variables held constant, the impact on fair value as at
December 31, 2019 would be Rs 18.630 million lower.

Date of authorization for issue

These unconsolidated condensed interim financial statements were authorized for issue on February 13,
2020 by the Board of Directors of the Company.

Corresponding figures

In order to comply with the requirements of International Accounting Standard 34 - 'Interim Financial
Reporting', the unconsolidated condensed interim financial position has 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, condensed
interim statement of changes in equity and condensed interim statement of cash flows have been
compared with the balances of comparable period of immediately preceding financial year.
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Consolidated Condensed Interim
Statement of Financial Position

31 December, 30 June,
2019 2019

Un-Audited Audited
(Rupees in thousand)

EQUITY AND LIABILITIES
CAPITAL AND RESERVES

Authorised capital
- 950,000,000 (June 30, 2019: 950,000,000)
ordinary shares of Rs 10 each 9,500,000 9,500,000
- 50,000,000 (June 30, 2019: 50,000,000)
preference shares of Rs 10 each 500,000 500,000
10,000,000 10,000,000

Issued, subscribed and paid up capital
438,119,118 (June 30, 2019: 438,119,118)
ordinary shares of Rs 10 each 4,381,191 4,381,191
Reserves 32,663,323 28,873,607
Un-appropriated profit 36,400,848 37,744,493
Attributable to owners of the parent company 73,445,362 70,999,291
Non-controlling interest 2,010,787 2,039,554
75,456,149 73,038,845

NON-CURRENT LIABILITIES

Long term finances - secured 15,540,105 16,659,474
Long term deposits 260,741 242,043
Deferred liabilities 485,315 449,194
Deferred taxation 3,464,175 4,339,696

19,750,337 21,690,407

CURRENT LIABILITIES

Trade and other payables 9,063,139 8,490,742
Accrued finance cost 915,089 890,864
Short term borrowing-secured 22,005,131 22,851,016
Loan from related party - unsecured 214,000 214,000
Current portion of non-current liabilities 5,627,956 5,256,067
Unclaimed dividend 34,385 33,438
Provision for taxation 35,090 35,090

37,894,790 37,771,217

CONTINGENCIES AND COMMITMENTS

133,101,276 132,500,469

The annexed notes 1 to 16 form an integral part of this consolidated condensed interim financial information.

Lo

Chief Executive
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As At December 31, 2019 (Un-audited)

31 December, 30 June,
2019 2019

Un-Audited Audited
(Rupees in thousand)

ASSETS
NON-CURRENT ASSETS

Property, plant and equipment 83,435,508 83,836,836
Biological assets 888,952 827,488
Investments 11,512,919 10,029,807
Long term loans to employees 237 237
Long term loans, advances and deposits 59,504 60,733

95,897,121 94,755,101

CURRENT ASSETS

Stores, spares and loose tools 7,910,775 9,439,674
Stock-in-trade 4,243,669 5,486,062
Trade debts 1,727,558 1,678,379
Investments 16,598,709 14,129,099
Advances, deposits, prepayments
and other receivables 802,514 1,583,335
Loan to related party 765,000 1,000,000
Contract assets 21,664 164,021
Income tax recoverable 4,158,260 3,481,548
Cash and bank balances 981,007 783,250
37,204,155 37,745,368

133,101,276 132,500,469

’L, 1. il ezl

Chief Financial Officer Director
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Consolidated Condensed Interim Statement of Profit or Loss
For the Quater and Six Months Period ended December 31, 2019 (Un-audited)

2019 2018
July to October to July to October to
December December December December
(Rupees in thousand) (Rupees in thousand)

Sales 22,623,283 12,857,519 21,496,338 12,707,604
Cost of sales (21,495,346)  (11,240,338) (18,143,954)  (10,434,098)
Gross profit 1,127,936 1,617,181 3,352,384 2,273,506
Administrative expenses (396,666) (226,785) (349,162) (161,964)
Selling and distribution expenses (1,011,197) (524,890) (660,967) (477,048)

Net impairment losses on financial assets (50,200) (50,200) - -
Other expenses (124,944) (85,785) (533,905) (450,284)
Other income 1,376,545 700,244 1,201,583 699,339
Finance cost (2,711,293) (1,333,185) (1,449,637) (798,784)
Loss / profit before taxation (1,789,819) 96,580 1,560,296 1,084,765
Taxation 843,781 404,164 111,584 245,559
Loss / profit for the period (946,038) 500,744 1,671,880 1,330,324

Attributable to :

Equity holders of the parent (905,526) 532,893 1,708,157 1,327,389

Non-controling interest (40,512) (32,149) (31,277) 2,935
(946,038) 500,744 1,671,880 1,330,324

Earnings per share

(basic and diluted - in Rupees)

The annexed notes 1 to 16 form an integral part of this consolidated condensed interim financial information.
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Consolidated Condensed Interim Statement of Comprehensive Income
For the Quater and Six Months Period ended December 31, 2019 (Un-audited)

2019 2018
July to October to July to October to
December December December December
(Rupees in thousand) (Rupees in thousand)

(Loss) / Profit for the year (946,038) 500,744 1,671,880 1,330,324

Other comprehensive income / (loss)
for the period

Items that may be re-classified
subsequently to profit or loss:

Change in fair value of available-for-sale
investments (2,531,918) (2,793,767)
(2,531,918) (2,793,767)

Items that will not be subsequently

re-classified to profit or loss:

Change in fair value of investments at

fair value through other comprehensive
income (OClI) 3,801,461 4,804,821
3,801,461 4,804,821

Other comprehensive income / (loss)
for the period 3,801,461 4,804,821 (2,531,918) (2,793,767)

Total comprehensive income for the period 2,855,423 5,305,565 (860,038) (1,463,443)

Attributable to

Equity holders of parent 2,884,190 5,324,769 (829,870) (1,467,487)

Non-controling interest (28,767) (19,204) (30,168) 4,044
2,855,423 5,305,565 (860,038) (1,463,443)

The annexed notes 1 to 16 form an integral part of this consolidated condensed interim financial information.
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Consolidated Condensed Interim Statement of Cash Flows
For the Six-Month Period ended December 31, 2019 (Un-audited)

2019 2018
July to July to
December December
(Rupees in thousand)

Cash flows from operating activities

Cash generated from operations 6,186,772 899,797
Finance cost paid (2,687,068) (1,227,294)
Retirement and other benefits paid (65,246) (34,820)
Income tax paid (812,611) (835,796)
Long term deposits - net 18,698 77,035
Net cash (outflow) / inflow from operating activities 2,640,546 (1,121,078)

Cash flows from investing activities

Payments for property, plant and equipment (1,662,624) (2,785,969)
Proceeds from disposal of property, plant and equipment 72,749 25,927
Long term loans, advances and deposits - net 1,229 (1,566)
Recovery of loan to related party 235,000 -
Proceeds from sale of biological assets 32,317 (18,082)
Investment in equity instruments (151,252) (155,003)
Interest received 65,601 45,688
Dividend received 994,728 1,025,848
Net cash outflow from investing activities (412,252) (1,863,157)

Cash flows from financing activities

Repayment of long term finances (2,247,480) (725,333)
Divdend paid (437,172) (1,851,220)
Proceeds from long term finances 1,500,000 2,950,000
Net cash (outflow) / inflow from financing activities (1,184,652) 373,447

Net increase / (decrease) in cash and cash equivalents 1,043,641 (2,610,788)
Cash and cash equivalents at the beginning of the year (22,067,766) (18,213,279)
Cash and cash equivalents at the end of period (21,024,125) (15,824,067)

The annexed notes 1 to 16 form an integral part of this consolidated condensed interim financial information.

QQ Joo ’L, . il Doz

Chief Executive Chief Financial Officer Director
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Notes to and Forming Part of the Condensed Interim Consolidated Financial
For the Six-Month Period ended December 31, 2019 (Un-audited)

1.

Legal Status and nature of business

The group comprises of:

- D. G. Khan Cement Company Limited (the parent company);
- Nishat Paper Products Company Limited;

- Nishat Dairy (Private) Limited; and

The parent company is a public limited company incorporated in Pakistan and is listed on Pakistan Stock
Exchange. It is principally engaged in production and sale of Clinker, Ordinary Portland and Sulphate
Resistant Cement. The registered office of the Company is situated at 53-A Lawrence Road, Lahore. The
Company is principally engaged in production and sale of Clinker, Ordinary Portland and Sulphate
Resistant Cement. It has four cement plants, two plants located at Dera Ghazi Khan ('D.G. Khan'), one at
Khairpur District, Chakwal (‘Khairpur') and one at Hub District, Lasbela (‘Hub")

Nishat Paper Products Company Limited is a public limited company incorporated in Pakistan under the
Companies Ordinance, 1984 on July 23, 2004. It is principally engaged in the manufacture and sale of
paper products and packaging material (herein reffered to as the ‘Paper segment’). lts manufacturing
facility is located at Khairpur on the parent company’s land.

Nishat Dairy (private) Limited (the company) was incorporated in Pakistan under the Companies
Ordinance 1984 on October 28, 2011. The principally activity of the company is to carry on the business
of production and sale of raw milk (herein reffered to as the Dairy segment) Its production facility and
factory is situate at 1-KM Sukheki Road, Pindi Bhattian.

The registered office of the Group is situated at 53-A, Lawrence Road, Lahore. The parent company's
holding in its subsidiaries is as follows:

Effective percentage of holding
- Nishat Paper Products Company Limited 55.00%
- Nishat Dairy (Private) Limited 55.10%

Basis of preparation
2.1 Statement of compliance

This condensed interim financial information has 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.

2.2 These consolidated condensed interim financial statements are un-audited and are being
submitted to the members as required by section 237 of the Companies Act, 2017 (the 'Act’).

These consolidated condensed interim financial statements do not include all of the information
required for annual financial statements and should be read in conjunction with the annual financial
statements as at and for the year ended June 30, 2019. Selected explanatory notes are included
to explain events and transactions that are significant to and understanding of the changes in the
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Group’s financial position and performance since the last annual financial statements.
Significant accounting policies

3.1 The accounting policies and the methods of computation adopted in the preparation of these
consolidated condensed interim financial statements are the same as those applied in the
preparation of preceding annual published financial statements of the Group for the year ended
June 30, 2019 except for the adoption of new and amended standards as set out below:

Standards, amendments and interpretations to International Financial Reporting Standards
(IFRS) that are effective in the current period

Certain standards, amendments and interpretations to International Financial Reporting Standards
(IFRS) are effective for accounting periods beginning on July 1, 2019, but are considered not to be
relevant or to have any significant effect on the Group’s operations (although they may affect the
accounting for future transactions and events) and are, therefore, not detailed in these
consolidated condensed interim financial statements.

Standards, amendments and interpretations to existing standards that are not yet effective
and have not been early adopted by the Group

There are certain standards, amendments to the accounting standards and interpretations that are
mandatory for the Group's accounting periods beginning on or after July 01, 2020 but are
considered not to be relevant or to have any significant effect on the Group's operations and are,
therefore, not detailed in these consolidated condensed interim financial statements.

Accounting estimates

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

In preparing these consolidated condensed interim financial statements, the significant judgments made
by management in applying accounting policies and key sources of estimation were the same as those
that were applied to the annual financial statements of the Group for the year ended June 30, 2019, with
the exception of change in estimate that is required in determining the provision for income taxes as
referred to below:

Income tax expense is recognized in each interim period based on best estimate of the weighted average
annual income tax rate expected for the full financial year. Amounts accrued for income tax expense in
one interim period may have to be adjusted in a subsequent interim period of that financial year if the
estimate of the annual income tax rate changes.

December 31, June 30,
2019 2019

Un-audited audited
(Rupees in thousand)

Long term finances

These are composed of:

Long term loans 21,127,844 21,875,324

Less: Current portion shown under current liabilities 5,587,739 5,215,850
15,540,105 16,659,474
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December 31, June 30,
2019 2019

Un-audited audited
(Rupees in thousand)

5.1 The reconciliation of the carrying amount is as follows:

Opening balance 21,875,324 20,667,971
Add: Disbursements during the period 1,500,000 3,850,000

23,375,324 24,517,971
Less: Repayments during the period (2,247,480) (2,642,647)
Closing balance 21,127,844 21,875,324

6. Contingencies and commitments
6.1 Contingencies

There is no significant change in contingencies from the preceding annual financial statements of

the Company for the year ended June 30, 2019 except for the matter disclosed in annual financial

statements, which is mentioned below:

(i) A guarantee to Meezan Bank Limited (MBL) against the loan provided by MBL to Hyundai
Nishat Motor (Private) Limited, a related party, has been enhanced to Rs 840.914 million
(June 30, 2019: Rs 550 million).

(i) A guarante to Director Excise and Taxation Karachi on account of infrastructure development
cess amounting to Rs. 101.021 million (June 30, 2019: Rs 82.9930 million).

Commitments in respect of:

(i) Contracts for capital expenditure Rs 1,294.325 million (June 30, 2019: Rs 1,600.703 million).

Letters of credit for capital expenditure Rs 5,053.228 million (June 30, 2019: Rs 935.353
million).

Letters of credit other than capital expenditure Rs 3,263.597 million (June 30, 2019: Rs
1,436.660 million).

December 31, June 30,
2019 2019

Un-audited audited
(Rupees in thousand)

Property, plant and equipment

Operating Assets -note 7.1 79,130,413 80,783,631
Capital work-in-progress 4,095,435 3,010,897
Major spare parts and stand-by equipment 209,660 42,308

83,435,508 83,836,836
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December 31, June 30,
2019 2019
Un-audited audited

(Rupees in thousand)

7.1 Operating assets

Opening book value 80,783,631 77,509,420
Add: Additions during the period/ year -note 7.1.1 410,733 7,091,672
81,194,364 84,601,092

Less: Disposals during the period/ year - net

book value 104,127 46,024
Depreciation charged during the period/ year 1,959,825 3,771,437
Closing book value 79,130,413 80,783,631

7.1.1 Major additions during the period

Free hold land 16,690 53,929
Leasehold land - 200,000
Building on freehold land 445 1,423,308
Office building and housing colony 2,531 553,029
Roads - 838,514
Plant and machinery 117,883 3,095,997
Quarry equipment 111,311 315,958
Furniture, fixtures and office equipment 96,178 196,836
Motor vehicles 64,344 270,952
Power and water supply lines 1,350 143,149

410,733 7,091,672

8. Investments

This includes Level 3 investments in Nishat Hotels and Properties Limited and Hyundai Nishat Motor
(Private) Limited that are related parties on the basis of common directorship. The reconciliation of
carrying amount of these investments is as follows:

December 31, June 30,
2019 2019
Un-audited audited

(Rupees in thousand)

Carrying value of investments at the beginning of the period/year 1,983,213 3,392,170
Investments made during the period/year 147,500 441,667
Fair value gain/(loss) recognized in other comprehensive income - (1,850,624)
Carrying value at the end of the period/year 2,130,713 1,983,213
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9. Loan to related party

This represents loan to Nishat Hotels and Properties Limited (‘'NHPL'), a related party due to common
directorship, for meeting its working capital requirements. The outstanding amount is due for repayment
on October 27, 2019 in accordance with the extension granted in Annual General Meeting of the
Company held on October 28, 2019. It carried markup at the rate of 1 month Karachi Inter Bank Offered
Rate (KIBOR) + 0.5% per annum till October 27, 2019, after which the rate changed to 1 month KIBOR +
1% per annum. The reconciliation of carrying amount is as follows:

December 31, June 30,
2019 2019

Un-audited audited
(Rupees in thousand)

Opening balance 1,000,000 1,000,000
Less: Receipts during the period/year (235,000) -
Closing balance 765,000 1,000,000

Transactions with related parties

The related parties comprise associated companies, other related companies, directors of the company,
key management personnel and post employment benefit plans. Significant transactions with related
parties are as follows:

July to December
Un-audited
(Rupees in thousand)

Relationship with the Nature of transaction
Group

Investor & other

related entities Purchase of goods and services 78,428 54,866
Purchase of Shares 147,500 -
Insurance premium 92,853 95,735
Dividend paid 141,161 498,366
Sale of goods 50,366 107,705
Mark-up income 64,299 45,315
Insurance claim received - 1,531
Dividend income 992,180 1,018,420

Key Management Salaries and other
personnel employment benefits 125,650 126,083
Dividend paid 23,951 101,366

Post employment Expense charged in respect of staff
benefit plans retirement benefits plans 160,854 101,327

All transactions with related parties have been carried out on commercial terms and conditions.
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December 31, June 30,
2019 2019

Un-audited audited
(Rupees in thousand)

Cash flow from operating activities

Profit before tax (1,789,819) 1,560,296
Adjustment for :
- Depreciation on property, plant and equipment 1,959,825 1,847,890
- Profit on disposal of property, plant and equipment 31,378 (5,056)
- Loss on disposal of biological assets 59,585 55,190
-Net impairment loss on financial assets 50,200 -
- Gain on changes in fair value biological asset (153,367) -
- Gain on change in fair value of investments (©)] -
- Dividend income (994,728) (1,026,741)
- Retirement and other benefits accrued 101,367 65,088
- Markup income (65,601) (49,699)
- Exchange (gain) / loss - net 20,857 120,690
Finance cost 2,711,293 1,449,637
Profit before working capital changes 1,930,982 4,017,295

- Stores, spares and loose tools 1,528,899 (1,101,597)
- Stock-in-trade 1,242,393 (2,090,902)
- Impairment recorded during the period - 162,000
- Trade debts 22,121 (1,341,544)
- Advances, deposits, prepayments and other receivables 780,821 745,586
- Trade and other payables 681,556 508,959
Net working capital changes 4,255,791 (3,117,498)

Cash (used in)/ generated from operations 6,186,772 899,797

Cash and cash equivalents

Short term borrowings - secured (22,005,131) (16,960,610)
Cash and bank balances 981,007 784,758
Total cash and cash equivalents (21,024,125) (16,175,852)

Financial risk management
13.1 Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk (including currency risk,
interest rate risk, and other price risk), credit risk and liquidity risk.

The consolidated condensed interim financial information does not include all financial risk
management information and disclosures required in the annual financial statements, and should
be read in conjunction with the group’s annual financial statements as at June 30, 2019.

There have been no changes in the risk management department or in any risk management
policies since the year ended June 30, 2019.
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13.2 Fair value estimation

a)

Fair value hierarchy
The different levels for fair value estimation used by the Group have been defined as follows:

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

- 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 maximize the
use of observable market data and rely as little as possible on entity specific estimates. If all
significant inputs required to determine fair value of an instrument are observable, the
instrument is included in Level 2.

- 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 instruments.

To provide an indication about the reliability of the inputs used in determining fair value, the
Group classifies its financial instruments into the three levels prescribed above. The following
table presents the Group’s financial assets measured and recognised at fair value at
December 31, 2019 and June 30, 2019 on a recurring basis:

Level 1 Level 2 Level 3 Total

As at December 31, 2019 (Rupees in thousand)

Recurring fair value measurements

Assets

Investments - FVOCI 25,980,913 2,130,713 28,111,626

As at June 30, 2019

Assets

Investments - FVOCI 22,030,838 1,983,213 24,015,051

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

There were no transfers between Level 1, 2 and 3 during the period. There were no changes in
valuation techniques during the period.

The Group did not measure any financial assets or financial liabilities at fair value on a
non-recurring basis as at December 31, 2019.

Valuation techniques used to determine fair values

Specific valuation techniques used to value financial instruments include:

- the use of quoted market prices or dealer quotes for similar instruments; and

- for other financial instruments - discounted cash flow analysis.
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Fair value measurements using significant unobservable inputs

The main level 3 inputs used by the Group to determine fair value of investment in Nishat Hotels
and Properties Limited ('NHPL') are derived and evaluated as follows.

- Discount rate is determined using a capital asset pricing model to calculate a pre-tax rate that
reflects current market assessments of the time value of money and the risk specific to NHPL.

- Long term growth rate is estimated based on historical performance of NHPL and current market
information for similar type of entities.

The significant assumptions used in this valuation technique are as follows:

- Discount rate of 14.82%.

- Long term growth rate of 4% for computation of terminal value.

- Annual growth in costs and revenues is linked to inflation at 8% per annum.

Investment in Hyundai Nishat Motor (Private) Limited's ordinary shares are also not listed and its
operations have not commenced as of the reporting date. It is classified as a Level 3 financial asset
and is measured at fair value on the reporting date. However, due to volatility in the underlying
assumptions relevant to the valuation, there is a wide range of possible fair value measurements
and cost is considered to represent the best estimate of fair value within that range.

Sensitivity analysis

Sensitivity analysis of the significant assumptions used in the valuation technique are as follows:

If the discount rate increases by 1% with all other variables held constant, the impact on fair value
as at December 31, 2019 would be Rs 292.460 million lower.

If the long term growth rate decreases by 1% with all other variables held constant, the impact on
fair value as at December 31, 2019 would be Rs 136.366 million lower.

If inflation decreases by 1% with all other variables held constant, the impact on fair value as at
December 31, 2019 would be Rs 18.630 million lower.

14. Operating segments

Segment information is presented in respect of the group's business. The primary format, business
segment, is based on the group's management reporting structure.

The group's operations comprise of the following main business segment types:

Type of segments Nature of business

Cement Production and sale of clinker, Ordinary Portland and Sulphate Resistant Cements.

Paper Manufacture and supply of paper products and packing material.

Dairy Production and sale of raw milk.

14.1 Segment analysis and reconciliation - condensed
The information by operating segment is based on internal reporting to the Group executive
committee, identified as the 'Chief Operating Decision Maker' as defined by IFRS 8. This

information is prepared under the IFRS's applicable to the consolidated financial statements. All
group financial data are assigned to the operating segments.
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15. Date of authorization

This interim financial information was authorized for issue by the Board of Directors of the Company on
February 13, 2020.

16. Corresponding figures

In order to comply with the requirements of the International Accounting Standard 34: 'Interim Financial
Reporting', the condensed interim consolidated balance sheet and condensed interim consolidated
statement of changes in equity have been compared with the balances of annual audited financial
statements of preceding year, whereas, the condensed interim consolidated profit and loss account,
condensed interim consolidated statement of comprehensive income and condensed interim
consolidated cash flow statement have been compared with the balances of comparable period of
immediately preceding year.

QQ Joo ’L, 1. reEI Qe SERRN

Chief Executive Chief Financial Officer Director
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Notes
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