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Dear Members

We are pleased to present the un-audited
half yearly financial and operating
performance of your Company as at June
30, 2003, duly reviewed by the Company
auditors as required under the Code of
Corporate Governance.

The second quarter of the year 2003
marked attainment of twenty-five vears
of excellent business performance of the
Company on May 08, 2003. The first
completed year of successful operations
post PSFL acquisition was also achieved
during this peried on June 30, 2003

With an integrated designed capacity of
952 thousand tonnes during the six
menths, combined production of all the
three plants of the Company stood at
1,049 thousand tonnes, representing an
operating efficiency of 110%, which is
higher by 41% compared to production
for the same period last year.

Exceptionally high urea sales in December
2002 coupled with GOP's expected
anneuncerment of reduction in prices had
a very depressing effect during the first
quarter of 2003. To ease the mounting
pressure, the industry resorted to price
reduction in May 2003, which boosted
sales in the second quarter to arrest the
decline. Sales of 'Scna’ urea in the first
quarter of 2003 were 23% lower than
sales during corresponding period of
2002. The sales during the second quarter

A“-_F.I\UJ[ FERTILIZER COMPAMY LIMITED

of 2003 were, however, 18% higher than
the volume achieved in the second quarter
last year.

Urea sales for the pericd at 1,104
thousand tonnes, including marketing of
219 thousand tonnes of Sona (G} on
behalf of FJFC, were higher by 18%
compared with the sales for the
correspending period last year, attaining
market share at 60% as opposed to 51%
during same period last year. DAP sales
for the period at 106 thousand tonnes
were higher by 66% despite averall
decline by 14% in the industry off-take,
during January to June 2003 compared
to the last year.

The industry is currently carrying large
urea inventory of 506 thousand tonnes
compared to 413 thousand tonnes at end
June 2002 due to decline in off-take as
a result of uncertainty in prices. The
Company sold 84% of its production
during the half year 2003 compared to
95% during the corresponding period last
year. This, together with addition of
Acquisition Unit production, contributed
to increase in the Company's urea
inventory level from 91 thousand tonnes
as of June 30, 2002 to 244 thousand
tonnes as at June 30, 2003,

Sales revenue for the period at Rs. 7.77
billion was higher by 33% as opposed to
Fs. .84 billion in the comesponding period
last year. Net of tax profit for the period
at As. 1.17 billion was 18% higher than






Review Report

to the Memars_

We have reviewed the annexed balance
sheet of Fauji Fertilizer Campany
Limited as at June 30, 2003 and the
related profit and loss account, cash
flow statement and statement of
changes in equity together with the
notes forming part thereof (financial
statements) for the half year then ended.
These financial statemants are the
responsibility of the Company’s
management. Our responsibility is to
issue a report on these financial

statements based on our review,

We conducted our review in accordance
with the International Standard on
Auditing applicable to review
engagements. This Standard requires
that we plan and perform the review to
obtain moderate assurance as to
whether the financial statements are
free of material misstaternent, A review
is fimited primarily to inquiries of
company personnel and analytical
procedures applied to financial data
and thus provides less assurance than
an audit. We have not performed an
audit and, accordingly, we do not

express an audit opinion.
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The figures of profit and loss account
for the quarter ended June 30, 2003
alongwith related comesponding figures

have not been reviewed.

Based on our review and except for the
matter referrad to in the preceding
paragraph, nothing has come to our
attention that causes us to believe that
the annexed financial statements are
not presented fairly, in all material
respects, in accordance with approved
accounting standards as applicable in

Pakistan.

Ay

Chartered Accountants
Islarabad
July 30, 2003







Balance Sheet

SHARE CAPITAL AND RESERVES

Share capital
Authorised

Issued, subscribed and fully paid
Capital reserve
Revenue reserves

REDEEMABLE CAPITAL

LONG TERM LOANS

DEFERRED TAXATION

CURRENT LIABILITIES AND PROVISIONS

Current raturity
Redeemable capital
Long term loans
Short term finances
Creditors, accrued and other liabilities
Taxation
Dividend payable
Propoesed dividend

CONTINGENCIES AND
COMMITMENTS

June 30, December 31,
Note 2008 02
[Rupees '000)

3,000,000 3,000,000

2,564,959 2,564,959
160,000 160,000

4 9419012 8,038,098
12,143,871 10,763,057

5 3049470 4420014
8 1488521 1,283,481

2,575,000 2,680,000

= - 1
5 150,300 379,946
6 1,741 538,045
7 4,505,532 3,388,807
2,276,240 2,829,008
149,371 975,960
769,483 641,240
| 877,116 256,496
8,429,788 9,008,592
8

28,586,750 28,166,144

The annexed notes form an integral part of these accounts.
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As At June 30, 2003 (Un-audited)

Jung 30, December 31,
Note 2008 02
{Rupees'000)
FIXED CAPITAL EXPENDITURE
Fixed assets 9 9,075,581 9,378,161
Capital work in progress 103,857 138,313
9,179,438 9,516,474
GOODWILL 1,935,387 1,987,694
LONG TERM INVESTMENTS 10 8,547,759 7,077,892
ADVANCE AGAINST INVESTMENT 11 750,000 =
LONG TERM LOANS AND ADVANCES 61,739 50,137
LONG TERM DEPOSITS, PREPAYMENTS
AND DEFERRED COSTS 99,397 128,495
CURRENT ASSETS
Stores and spares 1,639,878| | 1.618,3?3|
Stock in trade 2,448,339 630,908
Trade debts 1,687,184 1,400,893
Loans, advances, deposits, prepayments |
and other recsivables ?43,889| 1,068,419 |
Short term investments 12 96,870/ 2,792,279
Cash and bank balances 1,396,770 1,894,680
8,013,030 9,405,452
28,586,750 28,166,144
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. ¢ Profit and Loss Account

for the half year ended June 30, 2003 {Un-Audited)

Sales
Less: Cost of goods sold

GROSS PROFIT

Less:  Selling and distribution expensss
Financial charges

Other income

Less: Cther charges

MET PROFIT BEFORE TAXATION
Provigion for taxation

MET PROFIT AFTER TAXATION
Unappropriated profit brought forward
Profit available for appropriation
APPROPRIATIONS:

Dividends:

First interim & 30% {2002; @ 255)
Second interim @ 22,50% [2002: & 30%)

Note

UNAPEROPRIATED PROFIT CARRIED FORWARD

Earnings per share

The annexed nctes form an integral part of these accounts.

\___,.--.‘-\M(-——_—‘:.-AJ

Chairman

For the quarter ended For the half year ended
June 30, June 30, June 30, June 30,
2003 2002 2003 2002
{Rupees ‘000) {Rupees '000)
3777967 3,097,443 T2 542783
2533912 T84 4TEIEE3 3135168
1444088 1362539 3010548 2704815
soeeme| | 2seare| | seo7os] [ szooee
146,881 108,947 348,011 | 148,714
543,567 37425 1188715 669,756
900,488 98513 1821833 2,034,559
81,781 216,225 220634 472412
982269 1201380 2042467 2507.2T1
98,579 6,733 198,858 180,867
BEZEG0  1M46R8  1.B42E09 2226404
325,000 388,000 G76,000 836,000
557 590 TR 1IBGE09 1490404
5764 3TaT8 218,203 253,246
B15.324 102410 1384812 1743850
- - 60,458 B41,240
577,146 | 60485 | 577116 769,488
577,114 TE9ABE 1346604 1410728
33,208 332,922 38,208 132,922
(Rupess) {Rupees)
217 299 4.55 5.81
& 2
= Y a
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Cash Flow Statement

for the half vear ende

Note

CASH FLOWS FROM OPERATING ACTIVITIES
Cash (used in) / generated from operations

Payments for:
Financial charges

Income tax
Net cash (used in)/generated from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Fixed capital expenditure
Sale proceeds of fixed assets

Income received on loans,
deposits and investments

Decrease / (increase) in investmeants

Revolving credit facility to an associated company
Advance against investment

Balance due from associated company

Met cash generated from/(used in} investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Redesmable capital - disbursements

- repayments
Leng term loans - disbursements

- repayments
Increase in short term finances

Dividends paid
Met cash (used in)/generated from financing activities

Met decrease in cash and cash equivalents
Gash and cash equivalents at beginning of the year
Effect of exchange rate changes

Cash and cash equivalents at close of the half year
representing cash and bank balances

The annexed notes form an integral part of these accounts.
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Chairman Chief Executive
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=l June 30, 2003 (Un-Audited)

2003 2002
[Rupees '000)

(179.452) 2,357,577

(3711900 {105,936)

{1,617,583) (977.207)

(2,168,231) 1,274,434

{137.659) (152,680)

7,005 3,338
287,707 460,828

2,774,714 (6,344, 762)

- 750,000
|
(750,000)| | (3,000,000

= (e

2,181,857 [8,283,285)

1,000,000 -

(1,700,180} | B
205910 | | 2,445,000
223.212)) | [264,112)

1,116,636 5,152,198

(910,554)  [1,388,881)|

(511.411) 5,944,205
(497,785)  (1,064,856)
1,894,680 2,270,358
{125) (194)

1,396,770 1,208,508

o
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for the half veér ended June 30, 2003-{Un—AL:ditedﬁ

Share Capital General Fairvalue Unappropriated  Total
_ Capital  Reserve  Reserve  adjustmant Profit
(Rupees '000)
Balance at Dacember 31, 2001 256495 160,000 7,200,000 (B76.575) 253,216 9,301,652
Urealised gan on remeasurement of
Fereign Exchiange Risk Insuranca
contrachs a5 2t Janugry 1, 2002 - - = - 178,270 107550
Urzaisad loss on remeasuremant of
Toreign cumency logns and interest,
as atJanuary 1, 2002 - - - = {LOTS2T0 (1075270
Mt zrofit for the half year enced
dura 30, 2002 - - 2 = 1,480,404 1,480,404
Adjusterd arsng from remeasuement
b feir value of investirent in
asseciatad cormpary - = - 357 - 357
Cividends - = - - (1,410,728 [1410,728)
Bgance at Jure 37, 2002 2564950 160,000 7,200,000 360,358 32922 4807042
Mel oeofit for tha half year ended
Degermber 31, 2002 - = = - 1,283,017 1,563,017
Agjustmznt arising fram rermazsurament
tofar valua of investrmen in
essociated compary - - - 130,73 - 180,734
Transfer b general rasenva - - ana.o00 - 180,000} -
Divicerds - - i - (857736) (97,72
Balance 2t Decerrzer 31, 2002 2564950 180,000 £000,000 (180,105) 215205 10,783,057
Mt proft o the naf year ended
June 30, 2003 - - - - 1,166,600 1,166.609
Adpustment arising from remezastrenmant
10 fair valug of irvestment in
agsocizted company = - = 1,560,909 - 1,560,908
Oividknds - - - C - iLMBE0Y (1348604
Belance at June 30, 2003 23645309 160,000 4,000,000 1,360,804 208 12143971
The annexed notes form an integral part of these accounts.
R _._.,-]:_;_-,.) : = - B e
Chairman Chief Executive Director
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Notes To The Accounts 1= =)

for the half year ended June 30, 2003 (Un-audited)

1. These accounts, duly reviewed by the Company auditors, are being submitted to the

2,

8.

shareholders in accordance with requirements of the Companies Ordinance, 1984,

Accounting policies adopted for preparation of these accounts are the same as those applied
in preparation of the annual accounts for the vear ended Decernber 31, 2002, Accounting
policy in respect of refated party transactions and transfer pricing is as under:

All transactions involving related parties arising in the normal course of business are
conducted at arm’s length at normal commercial rates on the sare terms and conditions
as third party transactions using valuation modes, as admissible, except in extremely rare
circumstances where, subject to the approval of the Board of Directors, it is in the interest
of the Company to do so.

These accounts have been prepared in accordance with the requirements of Intemational
Accounting Standard IAS 34 'Interim Financial Reporting'.

June 30, December 31,
2003 ooz
(Rupees '000)

REVENUE RESERVES
General reserve 8,000,000 8,000,000
Adjustment arising from remeasurement
to fair value of investment in associated company 1,380,804 (180,105}
Unappropriated profit 38,208 218,203

2,419,012 8,038,098

. REDEEMAELE CAPITAL - SECURED

(non participatory)

Leng term finances under markup arrangements 3,150,000 3,850,000
Term Finance Certificates 949,770 949,960

4,099,770 4,799,960
Less: Current portion shown under current liabilities 150,300 379,946

3949470 4,420,014

LONG TERM LOANS - SECURED

Government of Pakistan loan - Base unit 4,352 5222
Foreign currency loan - Expansion unit - 536,304
Lacal currency loan - PSFL acquisition 1,485,910 1,280,000

1,420,262 1,621,528

Less:  Amount payable within twelve months
shown as currennt maturity 1741 538,045

1488521 1,283,481

SHORT TERM FINANCES - SECURED

Short term running finance 1,809,000 797,314
Short term loan 1,340,000 1,355,000
Short term import credit 1,356,532 1,236,583

4505532 3,388,897

e BT n LT G s o n i gy e e
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 Notes To The Accounts

8. CONTINGENCIES AND COMMITMENTS
{a) Contingent liabilities
fi) Guarantees issued by banks on
behalf of the Company

{il) Demand in respect of impart of duty-free
first charge catalysts for the expansion unit,
which matter has been decided in favour
of the Company by the High Court of Sindh.
This issue is currently pending in the Supreme
Court on appeal filed by the Customs autharities.

{iii} Income tax demands related to disallowance of
Warkers' Profit Participation Fund contribution
claimed by PSFL and demand for levy of
contribution to Workers' Welfare Fund, which
matters have been decided in favour of the
Company by the income tax appellate
authorities. The department has moved an
application against the above decision through
the appellate tribunal for reference to the High
Court of Sindh. The management is confident
that thers are reasonable grounds for ultimate
decision in favour of the Company.

{iv) Claims against the Company and/ar potential
exposure not acknowledged as debt,

(b} Commitments in respect of:
(il Capital expenditure

il Purchase of fertilizer, stores, spares and other
revenue items.

{iiiy Rentals under operating lease agreements in
respect of premises and vehicles are as follows:

Premises

Vehicles

9. FIXED ASSETS

12
| FAUJI FERTILIZER COMPANY LIMITED

for the half year ended June 30, 2003 (Un-audited)

June 30, December 31,
2003 oo
(Rupees '000)

17,987 14,020
179,000 179,000
295,590 295,590

64,215 42175
441,263 401,111
246,630 188,309
131,590 94,892
188,163 106,293

The Company has changed its annual depreciation rate for plant and machinery from
10% to 5% due to change in useful life as determined by independent valuers effective
January 1, 2003. Had the rate of depreciation not been changad, the profit for the half
year ended June 30, 2003 would have been lower by Rs 232,154 thousand.



_Notes To The Accounts

for the half year ended June 30, 2003 (Un-audited)

10. LONG TERM INVESTMENTS

1

ry

P

Investment in associated company
FFG - Jordan Fertilizer Company Limited
(FJFC} - at cost
Adjustment arising from
remeasuremment to fair value

Investments available for sale
Term deposits
Government of Pakistan Special US Dollar Bonds
Pakistan Investment Bonds
Mational Savings Certificates
Term Finance Certificates

Less: Maturing within twelve months shown undar
current Term Finance Certificates

. ADVANCE AGAINST INVESTMENT

June 30, December 31,
2003 2002
{Rupees '000)
4,002,330 4,002,330
1,380,804 (180,105)
5,383,134 3,822,225
[
229,155 250,225
1,144,800 1158572
700,000 700,000
1,000,000 1,000,000
148,900 149,930 |
3,223,855 3,255,727
8,606,989 7,077,952
59,230 &0
8547758 7,077,892

This represents advance subscription paid to FJFC against 75,000,000 ordinary shares

to be issued at par.

SHORT TERM INVESTMENTS

Term deposits with banks and financial institutions
Local currency

(net of provision for doubtful recavery Rs 13,000
thousand; 2002: Rs 13,000 thousand)

Foreign currency

Current maturity of Term Finance Certificates

13
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June 30, December 31,
008 202
{Rupees '000)

924 2,691,001
36,816 101,218
59,230 60
96,870 2,792,279




. Notes To The Accounts
for the half year ended June 30, 2003 (Un-audited)
For the quarter ended For the half year ended
June 30, June 30,  June 3D, June 30,
2003 2002 2003 2002
{Rupees '000) {Rupees ‘000)
13. COST OF GOODS S0LD
Raw materials consumed 825,009 . 405036 1,555,708 800,840
Fuel and powsr 542127 320485 1106279 633,795
Chemizals and supplies 0412 17,288 52,066 31,009
Salaries, wages and benefits 257,263 162,846 486,697 318,936
Rent, rates and taxes 2470 2,208 4,635 3813
Insurarce 21621 16,038 41,234 3213
Travel and conveyance 18883 9,708 35,372 15,175
Repairs ard maintenance 273212 62,223 369,174 143,035
(Incluces stores and spares consumad
Rs. 280,396 thousand; 2002:
Rs.115,083 thousand)
| Amortisation of defered costs 17,748 20,432 34,45 40,664
Depreciation 254,289 208,874 435,200 416,253
Communication, establishment
! and ofher expenses 79,525 37,270 147,713 65,488
& Pravision for slow moving and surplus spares 10,103 17,231 10,103 17,231
“ Opening stock - work in process 19,198 7248 12313 11,924
Closing stock - work in process 122,034} (7,583) 122,034 17.583)
§ Cost of gocds manufactured 2329996 1279282 4270408 252305
Opening steck - manufactured urea 808,664 154,510 365,250 176,781
- Purchased ferilizars 187,173 389,528 223,821 224,354
Purchase of fertilizers for resale 1,118,826 2656 2014933 629,020
4444658 2149866 674400 5553150
Closing steck - manufaciured Urea 11,140,508) {05,075 (11408080 (305.075)
- Puschasad fartilizers 1970,237) [109,807) (970,237} (109,907
2333912 1734884 4763663 5,138,165

14
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— Notes To The Accounts S
for the half year ended June 30, 2003 (Un-audited) |

June 30, June 30, |
208 a0
(Rupees '000)
14.  CASH GENERATED FROM OPERATIONS |
Profit batore taxation 1,842,609 2,326,404

Adjustments for non cash charges and other items
Depreciation
[net of Rs 1,182 thausand charged to o O o |
an associated company; 2002: Rs 1,530 thousand) | 441,570 | | 421435 |

Amortization of goadwill 52,308 =
Amartization of deferred costs | 34945 | 40864 |
Provision for slow moving and surplus spares 10,103 17,231 |
Financial charges 848011 | 149,714 |
Income on loans, deposits and investments | (2241 91]| [448.4867) |
Loss/{gain} on sale of fixed assets 24,848 (2,347) |
Exchange gain on foreign currency deposits | (12,790) | -

Old fiabilities written back L= | [ (279

674,804 175,634

2517413 2,502.038 |
Changes in working capital
(Increase)/dacrease in current assets:

Stores and spares @608 | (5200
Stock in trade (1.817,531) 174918 | |
Trade debts | (86.291) | (325.247)|
Loans, advances, deposits, prepayments |
and other receivables {59,?35)| | {39,582) |
[Decrease) / increase in current liabilities: | | | | |
Creditors, accrued and other liabifitiss |
{excluding acerual of financial charges) L (4842% | 52,586 |
(2,679,4186) (142,545) |
Changes in long term loans and advances (11,602} {1,932)

Changes in long term deposits, prepayments
and deferred costs (5,847} 16 |

(179452 2857577

15.  FACILITIES OF LETTERS OF GUARANTEE AND LETTERS OF CREDIT
Facilities of letters of guarantes and letters of cradit amounting ta Rs 20,000 thausand
and Rs 1,525,000 thousand (2002: Rs 20,000 thousand and Bs 1,525,000 thausand)
respectively are also available to the Gompany under a lien against investments and |
first charge by way of equitable mortgage on all fixed assets of the Company.

16. CORRESPONDING FIGURES |
Corresponding figures have biesn fe-arranged, where ever necessary, for the purpose
of comparison. |

17.  These accounts have been authorised for issue by the Board of Directars of the |
Company on July 30, 2003.

o [} |
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Chaimnan Chief Executive Director |






