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DIRECTORS’ REVIEW

In the first quarter of this year Pakistan reported its first case of COVID-19. When dealing
with the pandemic our priority is to ensure the safety of our employees and stakeholders.
Hence, the Company instituted a strict work from home policy discouraging physical
meetings from the onset of the first case in Pakistan. To date, we are pleased to report
that, to the best of our knowledge, no Company employee has tested positive. We have
prioritized business continuity as the lock down situation persists and with the support of
the management team in Philip Morris, Pakistan we are trying our level best to minimize
adverse impact on our operations while prioritizing our employees safety and wellbeing
of the communities.

The legally compliant tax paying cigarette industry faces challenges from the illicit cigarette
sector, currently estimated at 34.7% of the total tobacco market (Dec 2019 - Retail Audit).
This is mainly attributable to the two excise tax increases (56% aggregate) in 2018,
stretching the price gap between illicit and legally compliant tax paying cigarette industry.
Moreover, Federal Budget 2019/20 abolished the mid excise tier while imposing a further
32% increase in the excise rates of the value tier, which further widened the price gap.

The above excise tax increases has resulted in adult smokers choosing cheaper and readily
available non-tax paid illicit cigarettes leading to a decline in volumes of legally compliant
tax paid cigarette industry. Our Company has sold 2.4 billion sticks in Q1'20 compared to
3.7 billion sticks in 2019, resulting in a decrease of 35% compared to the same period last
year. The decline in volume was also observed in 2019 when the Company sold full year
volume of 12.0 billion compared to 13.1 billion sticks sold in 2018 which resulted in a
decrease of 8.6%.

These excessive excise tax increases are a threat to the long term sustainability of the
legally compliant tax paying cigarette industry volume base and are detrimental for the
Government revenues. In our view, it is important the Government takes strict and sustainable
implementation of enforcement measures to restrain illicit cigarette sector not only for
ensuring Government's revenue growth but also for the sustainability of the legally compliant
tax paid cigarette industry through predictable moderate excise tax increases and enforcement
measures against illicit cigarette sector.

Despite the serious threat from the illicit cigarette sector and challenging fiscal environment
where the legally compliant tax paid cigarette industry is striving for a level playing field,
the Company's made a meaningful contribution to the National Exchequer, in the form of
excise tax, sales tax and other government levies to the tune of PKR 5,752 million. However,
due to a very large illicit sector which resulted in a declining volume base for the legally
compliant tax paid cigarette industry, our contribution saw a decrease of 17% compared
to the same period last year.

The Company's gross profit decreased by 16% for the quarter ended March 31st, 2020
compared to the same period ended March 31st, 2019 due to a decline in volumes for
reasons mentioned earlier.

The Company recorded an Operating Profit before tax of PKR 561 million for the three
months ended March 31st, 2020 compared to an Operating Loss before tax of PKR 1,736
million for the same period ended March 31st, 2019. This is mainly driven by the significant
decrease in Other Expenses by PKR 2,537 million due to the one of impairment charge
and employee separation cost recorded in the same period last year on account of closure
of factory in Kotri. The Company is committed to continuously optimizing its cost base by
ensuring effectiveness of its Distribution and Marketing expenses and allocating its resources
for initiatives which can earn the best returns. Further, we continue to find efficiencies in
our administrative expenses so that the overall increase remains under inflation rate.




DIRECTORS’ REVIEW

The management team continues to be committed in improving the overall performance
of the Company by utilizing global resources, pursuing strategic marketing activities,
continuous improvements in product quality, process and operational efficiency, as well
as resource utilization and allocation. Growing our gross margin and controlling the cost
base remain key objectives for improving the Company's profitability in a continuously
challenging environment.

On behalf of the Board of Directors, we would like to express our gratitude and appreciation

to all our employees, shareholders, business partners and other institutions for their
continued trust and support.

On behalf of the Board of Directors,

Il s

KAMRAN Y. MIRZA ROMAN YAZBECK
Karachi: April 29, 2020 Chairman Chief Executive




o b
J.u},’,u/..(//b'

A S I Szt LIPS B Fne e $2lnd S fybiiss
RS d/K/‘/.(;A!Jg'/'L{I:Ld{‘ad//ufjfééé/d/d/,u d/‘/ﬁudl,é_laqﬁ;uug
L e pbde nerd ni ApeFfe o Fong® 5,752 20 P oGt LIF
dulm s 17ui‘,Lls»Luf,;ﬁ}fui‘.&_)tn“gé,q(ft,Jui‘ﬁ&u;:)/’a}mﬂ,!{ub&iwxg

8v&ﬁ£d5u:4w£m,w&2o19‘@jn 31ul:ul/uéo”bt.,/dl}é_nf}f;2020r@/(. 31 5%
“SEA A pelet 2l i S En i 16 2

,,égf&uéw@l’gg}uﬁ#%ugf‘ 561 Wnalefl iy +2020 Gl 31 sl
a,g:Jw-wuuﬁ.,@{TJg}ff@wé 1,736 wnd = Al nfY 1201964 31 23
LIS Ent §H a2 S8 i st (Other Expenses) = bl L & ug? 2,537 21

el L e i LIS S P VG 2Bz [l S Sty C

Clmbiesbie Uz JAZL L b sz St e HE B P 5

—e i e ISR Sl SIS S e ASENG A Tes 1l Je

Jﬁ{ﬁ;lﬂérdﬂf}uﬁzyﬁala!’”ul’uJ’;ux‘/;Jﬁj//LJfgypﬁdb«’fflﬁgﬂaujlaﬁd@’!
I B e 7y L3t GRS FE L 5L AL Sl dim e
S LS s Sl G U P\ 1 1

Kum:'/f:/ﬁ'u’/b&/ﬁdzyﬁ/g‘ﬂ)ﬁdﬁﬂrﬁ'?@'ﬂch &/‘3{}'5_575/1(54,505@:1:?“&/
<Q§L/(|JL://’"

eI EIBT

AN

=
L L g8
ET T S 12020 f 4129 51Tt




b
J.u},’,u/..(f’f

,2020:5A31 552 1,

Tt oL & e 130 T LU K COVID-19 Ut Lo ldFS
(work from (s f S =L LTy b ol e e L G E T st Rt R
et FLni e, AT E6 T P SUTE 5 E8 15, S home)
G bt o Sl § St e | TR b b ST LG Slae L o83 Mg 1
SIHEE S e Ha L in oK 1L o 1 e 6L ESENS U U Be

Ut e s GASHrts st e Sl KA U TP L e 1L S s

(e kU e b il b Fyp b 96508 S P i LSS S 6
AL £ 2018 2SS U1(2019 75— AT e 3470t VST
WorGpunl Ui u/';-f&y‘mwuu/g};téLuz,qu/QM&)@{'ygL&guw
L3l 32 4 U PSAL 1 E SRS P B S AL 102 2019-20 w256 UTes #

VoG foend uite UL

4 #056 S ai W?b.‘_,gv,f_&w&“L»/'l&J_u,g;.ﬂ}m,gmwug,,,&u:ﬁ-;m
GG CId A AL i S by S 9mmitin Fe PSs pL s S G
) BT FS +2019 2 bt ess JuF 2 agimd S $EE 42020 L G
st A-Qnlndad 35 Ut L g St es s FUATIUE fress JutF
LASIG 131 Fy 2018 36t 12.0 F¥Uk For S ess JlF umL Doy S5
LSS ifid 86 A

4&(&%@@)&féd/"klJ_»c/édl,‘g/d/wgJuisj,udu,Lﬁ;uJ?Lwdu/,éuﬁggy’u{u
2396 e Ferffe flanal AL I L e 156 55t
L L bt a5 S TS L I e G B L L L8 S
S See L S5t Sttt s L & B st it S

e e FelBOWL 22l 1l Spec fy b 56 mt




CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION (un-audited)

AS AT MARCH 31, 2020

March 31, December 31,
2020 2019
Note (Un-audited) (Audited)

(Rupees in thousand)
ASSETS
NON CURRENT ASSETS

FIXED ASSETS

Property, plant and equipment 5,529,072 5,632,379

Right-of-use asset 451,781 471,194

Intangibles 4,833 5,975
5,985,686 6,109,548

Investment in a subsidiary company 1 1
Long term deposits 57,361 57,361
Deferred taxation 1,269,650 1,399,704

7,312,698 7,566,614

CURRENT ASSETS
Stores and spares - net 159,903 158,875
Stock in trade - net 4,735,417 6,141,376
Advances 127,650 22,078
Prepayments 485,865 789,423
Other receivables 339,150 247,044
Income tax - net 972,625 992,250
Staff retirement benefits 109,878 109,878
Cash and bank balances 1,864,796 330,283
Assets held for disposal

8,795,284 8,791,207

TOTAL ASSETS 16,107,982 16,357,821

EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Authorised capital 12,000,000 12,000,000

Issued, subscribed and paid-up capital

- Ordinary shares 615,803 615,803

- Preference shares 10,464,000 10,464,000
11,079,803 11,079,803

Transaction cost on issuance of preference shares - net of tax (33,911) (33,911)
11,045,892 11,045,892

Reserves (33,610) (395,009)

TOTAL EQUITY 11,012,282 10,650,883

NON CURRENT LIABILITIES
Lease liabilities 351,471 203,166

CURRENT LIABILITIES
Short term borrowings 77,032 846,475
Trade and other payables 3,647,522 4,296,586
Current maturity of lease liabilities 133,827 307,541
Unclaimed dividend 33,906 33,935
Accrued mark-up on short term borrowings 74 1,275]
Sales tax and excise duty payable 851,868 17,960
TOTAL CURRENT LIABILITIES 4,744,229 5,503,772

TOTAL LIABILITIES 5,095,700 5,706,938

TOTAL EQUITY AND LIABILITIES 16,107,982 16,357,821

CONTINGENCIES AND COMMITMENTS 8

The annexed notes from 1 to 18 form an integral part of these condensed interim financial statements.

—_— T ——t

. . KAMRAN Y. MIRZA ROMAN YAZBECK MUHAMMAD ZEESHAN
Karachi: April 29, 2020 Chairman Chief Executive Chief Financial Officer




CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME (un-audited)
FOR THE QUARTER ENDED MARCH 31, 2020

Quarter Ended

March 31, March 31,
2020 2019
Note (Un-audited) (Un-audited)
(Rupees in thousand)

Turnover - net 4,198,286 4,095,984
Cost of sales 2,727,777 2,340,620
Gross profit 1,470,509 1,755,364

Distribution and marketing expenses 521,708 631,125
Administrative expenses 352,298 315,510
Other expenses 125,129 2,662,076
Other income (89,590) (117,600)

909,545 3,491,111

Operating profit / (loss) 560,964 (1,735,747)

Finance cost and bank charges 12,104 15,791
Profit / (Loss) before taxation 548,860 (1,751,538)

Taxation 187,461 (485,725)
Profit / (Loss) after taxation 361,399 (1,265,813)

Earnings / (Loss) per share
- Basic and Diluted 5.87 (20.56)

The annexed notes from 1 to 18 form an integral part of these condensed interim financial
statements.

=] S —

. . KAMRAN Y. MIRZA ROMAN YAZBECK MUHAMMAD ZEESHAN
Karachi: April 29, 2020 Chairman Chief Executive Chief Financial Officer




CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY (un-audited)

FOR THE QUARTER ENDED MARCH 31, 2020

Reserve

Issued, subscribed and
paid-up capital Capital Reserves. Revenue Reserves

Subtotal
Capital

coston Reserve Remeasure- 80 General Unappropriated Subtotal  Subtotal-
';f:fgfr‘g:coef forshare ment of staff reserve loss Revenue ~ Reserves
based retirement
Ordinary  Preference "'shares  payments gratuity pian-
shares shares et of tax ey Ay

Balance as at January 1, 2019 615803 10464000  (33911) 5271 (258115) (252844) 4676610 (2859012) 1817598 1564754 12610646

Total comprehensive loss

Loss after taxation for the three months
period ended March 31, 2019 - | (1,265,813) |(1,265,813) | (1,265,813)| (1,265,813)

- (1,265813) (1,265813) (1,265813) (1,265813)

Balance as at March 31, 2019 615803 10,464,000  (33911) 5271 (258115) (252844) 4676610 (4124825 551,785 298941 11344833

Balance as at January 1, 2020 615803 10464000 (33911 11148 (243756) (232608) 4676610 (4839011) (162401) (395,000) 10,650,883

Total comprehensive income

Profit after taxation for the three months
period ended March 31, 2020 361,399 | 361,399 | 3612399

361399 361399 361399

Balance as at March 31, 2020 615803 10464000 (33911) 11148 (243756) (232608) 4676610 (4477612 198998  (33610) 11012282

The annexed notes from 1 to 18 form an integral part of these condensed interim financial statements.

=] S —

. . KAMRAN Y. MIRZA ROMAN YAZBECK MUHAMMAD ZEESHAN
Karachi: April 29, 2020 Chairman Chief Executive Chief Financial Officer




CONDENSED INTERIM STATEMENT OF CASH FLOW (un-audited)

FOR THE QUARTER ENDED MARCH 31, 2020

Quarter Ended

March 31, March 31,
2020 2019
Note (Un-audited) (Un-audited)

(Rupees in thousand)

CASH FLOWS FROM OPERATING ACTIVITIES

Cash generated from operations 2,430,623 (531,749)
Finance cost paid (13,305) (15,764)
Income taxes paid (37,780) (109,040)
Profit received on savings accounts 25,808 62,494
Long term deposits and prepayments - (900)
Net cash generated (used) / from in operating activities 2,405,346 (594,959)

CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditure (98,399) (327,810)
Proceeds from disposal of items of

property, plant and equipment 22,447 65,131
Net cash used in investing activities (75,952) (262,679)

CASH FLOWS FROM FINANCING ACTIVITIES

Dividend paid (29) (299)
Principal element of lease payments (25,409) (31,685)

Net cash used in financing activities (25,438) (31,984)
Net increase in cash and cash equivalents during the period 2,303,956 (889,622)
Cash and cash equivalents at the beginning of the period (535,053) 2,946,368
Cash and cash equivalents at the end of the period 16 1,768,903 2,056,746

The annexed notes from 1 to 18 form an integral part of these condensed interim financial statements.

==l Ty — .

o KAMRAN Y. MIRZA ROMAN YAZBECK ~ MUHAMMAD ZEESHAN
Karachi: April 29, 2020 Chairman Chief Executive Chief Financial Officer




NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (un-auditea)

FOR THE QUARTER ENDED MARCH 31, 2020

THE COMPANY AND ITS OPERATIONS

Philip Morris (Pakistan) Limited (the Company) was incorporated in Pakistan on
February 10, 1969 as a public limited company under the Companies Act, 1913 (now
the Companies Act, 2017). The Company is listed on the Pakistan Stock Exchange.
The principal activity of the Company is the manufacturing and sale of cigarettes and
tobacco products. Its registered office is situated at 19th Floor, The Harbour Front,
Dolmen City, HC - 3, Block 4, Clifton, Karachi, Pakistan.

In view of the exemption granted by the Securities & Exchange Commission of
Pakistan (the SECP) vide its letter No. EMD/233/619/2002/634 dated April 9, 2020
from the requirement of section 228(7) of the Companies Act, 2017 (the Act), the
consolidated financial statements of the group comprising the Company and its
subsidiary, Laksonpremier Tobacco Company (Private) Limited, have not been
prepared. The exemption is, however, subject to the condition that any material and
relevant details of the aforesaid subsidiary shall be prominently disclosed by the
Company.

In accordance with the requirements of the said exemption, financial highlights of the
subsidiary are stated in note 5.

BASIS OF PREPARATION AND STATEMENT OF COMPLIANCE

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:

(a) International Accounting Standard (IAS) 34, Interim Financial Reporting, issued
by the International Accounting Standards Board (IASB) as notified under the
Companies Act 2017; and

(b) Provisions of and directives issued under the Companies Act 2017.

Where the provisions of, and directives issued under the Act differ with the requirements
of IAS 34, the provisions of and directives issued under the Act have been followed.

The accounting policies and the methods of computation adopted in the preparation
of these condensed interim financial statements are consistent with those applied in
the preparation of the December 2019 financial statements.

New standards, amendments and an interpretation to accounting and reporting
standards which became effective during the period:

The following amendments and an interpretation to accounting and reporting standards
became effective during the current period:

(i) IAS 1 - Presentation of Financial Statements - (Amendments)




NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (“fraueiec)

(i) IAS 8 — Accounting Policies, Changes in Accounting Estimates and Errors -
(Amendments)

Further, the adoption of IFRS 17 Insurance Contracts has been postponed until
January 1, 2022.

However, these do not have any significant impact on the Company’s financial
reporting.

The comparative statement of financial position presented in these condensed interim
financial statements as at December 31, 2019 has been extracted from the audited
financial statements of the Company for the year then ended (December 2019 financial
statements). The comparative statement of profit or loss and other comprehensive
income, statement of changes in equity and statement of cash flows for the three
months period ended March 31, 2019 have been extracted from the condensed
interim financial statements of the Company for the three months period then ended,
which were not audited.

These interim financial statements should be read in conjunction with the financial
statements for the year ended December 31, 2019 as they provide an update of
previously reported information.

SIGNIFICANT ACCOUNTING ESTIMATES, JUDGEMENTS AND FINANCIAL RISK
MANAGEMENT

The preparation of these condensed interim financial statements in conformity with
approved accounting and reporting standards requires the use of certain accounting
estimates. It also requires management to exercise its judgments 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.
Revisions to accounting estimates are recognised prospectively commencing from
the period of revision.

During the preparation of these condensed interim financial statements, significant
judgments made by management in applying the Company's accounting policies and
key sources of estimation were the same as those applied in the Company's December
2019 financial statements except as mentioned in note 3.3.

As a result of the global emergence of the Coronavirus disease (COVID-19) and the
current economic environment, the Company has analyzed the impact of COVID-19
as at March 31, 2020. It has determined that the changes to its significant judgements
and estimates did not have a material impact with respect to goodwill, intangible
assets, long-lived assets and its hedge accounting activities. Additionally, the Company
believes that the modification of certain customer payment terms has not changed
its assessment of collectability and therefore, there has been no material impact on
the Company's revenue recognition.




NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (Ugaudiuec)

Continued

3.4 The Company's financial risk management objectives and policies are consistent with
those disclosed in the December 2019 financial statements.

4. PROPERTY, PLANT AND EQUIPMENT

March 31, December 31,
2020 2019
Note  (Un-audited) (Audited)

(Rupees in thousand)

Operating property, plant and equipment . 4,383,599 4,344,780
Capital work-in-progress (CWIP) . 1,142,941 1,285,067
Major capital spares and stand-by equipment 2,532 2,532

5,529,072 5,632,379

Operating property, plant and equipment

Book value at the beginning of the period / year 4,344,780 6,222,136
Additions / transfers from CWIP during the period / year 4. 240,525 1,375,794
4,585,305 7,597,930

Disposals during the period / year - net book value 4. (9,813) (64,370)
Write offs during the period / year - net book value (5,020) (2,547)
Impairment during the period / year - net book value - (1,127,382)
Transfer to held for sale - (1,137,304)
Depreciation charge during the period / year . (186,873) (921,547)

(201,706) (3,253,150)
Book value at the end of the period / year 4,383,599 4,344,780

Quarter Ended

March 31, March 31,
2020 2019
(Un-audited)  (Un-audited)

(Rupees in thousand)

Additions / transfers from CWIP during the period

Buildings on freehold land 34,904 3,692
Plant and machinery 70,672 266,864
Computer Equipment - 1,814
Office equipments 9,109 -
Vehicles 120,803 72,194
Power and other installations 5,037 -
240,525 344,564




NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (Ugaudiec)

Continued

Quarter Ended

March 31,
2019
(Un-audited)  (Un-audited)

(Rupees in thousand)
4.3 Disposals during the period - net book value

Freehold land 1,504 46

Building on freehold land 2,963 -

Vehicles 5,346 22,558
9,813 22,604

Depreciation charge during the period on
property, plant and equipment 186,873 317,774

Depreciation charge during the period on Right-of-use assets 21,616 62,772

March 31, December 31,
2020 2019
(Un-audited) (Audited)

(Rupees in thousand)
Capital work-in-progress

Civil works 65,622 95,587
Plant and machinery 659,109 653,169
Power and other installations 336,378 316,143
Furniture and fixtures 4,605 63,157
Computer equipment pending installations 6,233 3,762
Advance to suppliers and contractors 70,994 153,249

1,142,941 1,285,067

INVESTMENT IN A SUBSIDIARY COMPANY

This represents the cost of 103 fully paid ordinary shares of Rs 10 each in Laksonpremier
Tobacco Company (Private) Limited. Out of such 103 shares, two shares are in the name of
the nominees. The profit and loss account of the subsidiary company for the three months
period ended March 31, 2020 amounted to Rs Nil resulting in an accumulated loss of Rs
1,030 as at that date. The net assets of the subsidiary company as at March 31, 2020 amounted
to Rs Nil, in accordance with the unaudited condensed interim financial statements for the
three months period then ended March 31, 2020.

The auditors of the subsidiary company have expressed an unmodified audit opinion on the
financial statements of the subsidiary company for the year ended December 31, 2019. The
audited financial statements of the subsidiary company are available for inspection at the
Company's registered office and are available to the members on request without any cost.

The subsidiary company has filed an application dated August 30, 2019 with the Securities
and Exchange Commission of Pakistan (SECP) for obtaining the status of an inactive company
under section 424 of the Companies Act, 2017, however, response in this regard from SECP
is awaited.




NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (Ugaudiec)

Continued

STOCK IN TRADE - net

March 31, December 31,
2020 2019
Note  (Un-audited) (Audited)

(Rupees in thousand)

Raw and packing materials . 3,718,123 5,082,504
Work-in-process 155,663 177,687
Finished goods 918,716 937,805

4,792,502 6,197,996

Provision for obsolete stocks (57,085) (56,620)
4,735,417 6,141,376

Includes raw & packing material in transit aggregating Rs 28.565 million (December 31, 2019:
Rs 188.895 million)

ASSETS HELD FOR DISPOSAL

March 31, December 31,
2020 2019
(Un-audited) (Audited)

(Rupees in thousand)

Transferred from property, plant and equipment

Cost 1,847,039 1,984,775
Less: Accumulated depreciation (771,029) (847,471)
Less: Accumulated impairment (1,076,010) (1,137,304)

CONTINGENCIES AND COMMITMENTS
Guarantees

Indemnities given to banks for guarantees issued by them in the normal course of business
totaling Rs 146.166 million (2019: Rs 69.565 million).

Commitments March 31,  December 31,
2020 2019
(Un-audited) (Audited)

(Rupees in thousand)

Capital expenditure contracted for but not incurred 319,852 202,333
Post dated cheques 31,143 31,143
Letters of credit 11,409 16,411

Contingencies

There is no significant change in the status of the cases set out in notes 21.3 to 21.7 to the
December 2019 financial statements. The next date of hearing for cases as mentioned in note
21.41t0 21.6is to be fixed.




NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (Ugaudiiec)

Continued

In addition to above, the Company received a Show cause notice dated June 30, 2019 issued
by Additional Collector, Khyber Pakhtunkhwa Revenue Authority (KPRA) wherein it was alleged
that the Company had short deducted / deposited taxes amounting to PKR 2.7 million on
payments made to one its vendor during December 2015 till January 2019. The Company
submitted its response to the show cause notice providing evidences of withholding tax
deposited with KPRA, however the officer issued an order dated March 9, 2020 without taking
into consideration the responses filed by the company and raised a demand of PKR 2.7 million
along with default surcharge and penalty. The Company has decided to file an appeal against
the order with Collector (Appeals), KPRA.

The management is confident that the matter will be eventually decided in the Company's
favor and accordingly no provision on account of this matter has been made in these financial
statements.

TURNOVER - net
Quarter Ended

March 31, March 31,
2020 2019
(Un-audited)  (Un-audited)

(Rupees in thousand)

Gross turnover 10,179,297 11,010,193

Less: Trade discount 270,081 264,192
Sales tax 1,382,715 1,663,268
Excise duty 4,328,215 4,986,749

5,981,011 6,914,209
4,198,286 4,095,984

COST OF SALES

Raw and packing materials consumed

Opening stock 5,082,504 4,610,723

Purchases, redrying and related expenses 872,976 1,374,520
5,955,480 5,985,243

Closing stock (3,718,123) (3,739,654)
2,237,357 2,245,589

Government levies 6,059 12,012

Manufacturing expenses 444,611 665,686
2,688,027 2,923,287

Work-in-process
Opening stock 177,687 143,281
Closing stock (155,663) (125,519)
Sale of waste (1,363) (711)

20,661 17,051
Cost of goods manufactured 2,708,688 2,940,338

Finished goods
Opening stock 937,805 1,047,815
Closing stock (918,716) (1,647,533)
19,089 (599,718)

2,727,777 2,340,620
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11. OTHER EXPENSES
Quarter Ended
March 31, March 31,
2020 2019
(Un-audited)  (Un-audited)
(Rupees in thousand)

Exchange loss - net 59,167 14,956
Employee separation costs - 363,763
Impairment charge on items of property,
plant and equipment 1,229,506
Impairment charge on asset transferred
to held for disposal - 1,048,260
Property, plant and equipment written off 5,017 152
Workers' welfare fund 11,993 -
Workers' profit participation fund 29,981 -
Miscellaneous expenses 18,971 5,439
125,129 2,662,076

TAXATION

Current 57,405 24,461
Deferred 130,056 (510,186)
187,461 (485,725)

EARNINGS / (LOSS) PER SHARE — BASIC AND DILUTED

Quarter Ended
March 31, March 31,
2020 2019
(Un-audited)  (Un-audited)
(Rupees in thousand)

Basic earnings / (Loss) per share

Earnings / (Loss) for the period after taxation 361,399 (1,265,813)

(No. of shares)
Weighted average number of ordinary shares 61,580,341 61,580,341

(Rupees)
Basic earnings / (Loss) per share 5.87 (20.56)

The 1,046,400,000 preference shares are not included in the calculation of diluted earnings
per share because these are antidilutive for three month period ended March 31, 2020. These
preference shares could potentially dilute basic earnings per share in the future.
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Continued

RELATED PARTIES DISCLOSURES

Related parties comprise of Philip Morris Investments B.V., (the parent company)
and Philip Morris Brands S.a.r.l, related group undertakings, subsidiary company -
Laksonpremier Tobacco Company (Private) Limited, staff retirement funds and key
management personnel.

Transactions with related parties are as follows:

Relationship Nature of transaction Quarter ended

March 31, March 31,
2020 2019
(Un-audited) (Un-audited)

(Rupees in thousand)

Associated undertakings Sale of goods and services 965,533 15,984
Purchase of goods and services 312,129 375,734
Royalty charges 24,422 26,018

Staff retirement plans Contribution to gratuity fund 16,720 16,820
Contribution to provident fund 20,368 18,360

Key management personnel  Remuneration and benefits -
note 14.1.1t0 14.1.3 10,387 21,972

The company enters into transactions with related parties on the basis of mutually agreed terms.

The Company considers its chief executive and directors as key management
personnel.

The chief executive, executive directors and certain executives are provided with
free use of the company maintained cars.

Certain executives are on secondment from the group undertakings and no
remuneration is charged to the Company in respect of those executives.

Balance outstanding with related parties are as follows:

March 31, December 31,
2020 2019
Note  (Un-audited) (Audited)
(Rupees in thousand)
Current assets

Associated undertakings - Other receivables 19,182 12,112
Staff retirement plans 109,878 109,878
129,060 121,990

Current liabilities
Group undertakings 676,321 548,849
Provident fund payable 15,738 18,099

692,059 566,948
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Continued

143  Investment in a subsidiary company See note 5

CASH GENERATED FROM OPERATIONS
Quarter ended

March 31, March 31,
2020 2019
(Un-audited) (Un-audited)

(Rupees in thousand)

Profit / (loss) before taxation 548,860 (1,751,538)
Adjustments for non cash changes and other items:

Depreciation 206,286 380,546
Amortisation 1,142 2,543
Provison for obsolete stocks (465) -
Profit on short term deposits (25,808) (62,494)
Profit on disposal of property,

plant and equipment (12,634) (42,527)
Property, plant and equipment written off 5,020 152
Impairment charge on items of Property,

Plant & Equipment 1,229,506
Impairment charge on asset transferred

to held for disposal - 1,048,260
Recognition of right-of-use of asset - (324,035)
Recognition of lease liability - 288,519
Finance cost 12,104 15,791
Working capital changes . 1,696,118 (1,316,472)

2,430,623 (531,749)

Working capital changes
Decrease / (increase) in current assets

Stores and spares (1,028) 4,811
Stock in trade 1,406,424 289,113
Advances (105,572) (583)
Prepayments 303,558 31,765
Other receivables (92,106) (13,638)

1,511,276 311,468

Increase / (decrease) in current liabilities

Trade and other payables (649,066) (1,527,225)
Sales tax and excise duty payable 833,908 (100,715)
184,842 (1,627,940)

1,696,118 (1,316,472)
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Continued

16. CASHAND CASH EQUIVALENTS

March 31, March 31,
2020 2019
(Un-audited)  (Un-audited)

(Rupees in thousand)

Cash and bank balances 1,864,796 2,075,607
Less: Amount held as security (18,861) (18,861)
1,768,903 2,056,746

DATE OF AUTHORISATION FOR ISSUE

These condensed interim financial statements were authorised for issue on April 29, 2020
by the Board of Directors of the Company.

GENERAL

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

==l Ty — 1.

. . KAMRAN Y. MIRZA ROMAN YAZBECK MUHAMMAD ZEESHAN
Karachi: April 29, 2020 Chairman Chief Executive Chief Financial Officer
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