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DIRECTORS’ REPORT
TO THE MEMBERS

On behalf of the Board of Directors of Shezan International Limited, we are pleased to present the Directors’
Report together with condensed Interim Financial Statements (Un-audited) of the Company for the three-month
period ended 30 September 2022.

The quarter ended appears to be a challenging quarter for the businesses in the country as the economic environment
was not favourable due to severe energy crises, spiraling inflation rate, the unprecedented disaster of floods causing
massive damage to crops, livestock, infrastructure, supply chain disruptions and the overall ongoing political instability
in the country. Pak Rupee devaluation is also another big challenge for the struggling national economy.

OPERATIONAL OVERVIEW

The Company’s performance during the three-month period under review is summarized below:

2022 2021

Particulars Rupees in thousand

Revenue from contracts with customers-net 2,433,632 2,078,769
Gross profit 553,193 440,664
Profit before taxation 57,496 80,111
Net profit after tax for the period 33,697 54,499

(Re-stated)

Earnings per share (Rs.) 3.49 5.64

On the operational side, we will like to apprise our shareholders that commodity costs remained high in the quarter
ended due to high inflation. Some factors like record increase in the prices of mango pulp and Tetrapak paper (a
major raw and packing material for our products), high payroll expenses because of increase in minimum wages in
the fiscal budget 2022-2023, heavy urban and rural flood turmoil in the country, shortage of various crops of fruits and
vegetables due to flood disaster, continuous increase in the prices of oil, gas, and electricity, inflated cost of locally
available raw and packaging materials and sky-high import cost due to decline in the Pak Rupee value against the
U.S dollar, have adversely affected the profitability of the Company.

Despite this hostile economic environment our Company, however, depicted satisfactory financial performance by
achieving a reasonable growth of 17% in the turnover. Our main product juices (in tetra packaging) are an impulse
buy, have shown positive sales trends. Consumer acceptance of our juice products is growing reasonably and
contribution from these products to the sales has made a substantial impact in the profitability. However, keeping in
view the inflationary trends, we had to enforce the price rationalization of our products to offset the impact of higher
input costs. Still, we had to absorb a big component of hiked input costs as we could not pass on the full impact
to end consumers due to the intense competitive environment. We upheld our growth momentum in exports and
achieved reasonable growth during the quarter under review. Our cooked food range, Juicepak, bottled juices,
squashes, and ketchup are the main contributors to export sales.

The finance cost of the working capital component has increased significantly due to the upward revision of 125
basis points in policy rates by the State Bank of Pakistan during the quarter bringing it to a cumulative of 1500 basis
points. These working capital borrowings were made to stock the seasonal fruits, pulps, and packaging materials to
fulfill the annual sales demand of our products.



FUTURE PROSPECTS

The quarters ahead again will be challenging for the Company as the economic conditions do not appear to be
favourable. The urban and rural flooding in the country, the devastation of agricultural crops resulting in a shortage
of the availability of fruits and vegetables, upside risks from potential food-price shocks, adverse future agriculture
conditions due to flood water, supply chain disruption, gas and electricity load shedding in winter, inflation, declining
consumer'’s buying power, devaluation of Pak Rupee, continuous rising interest rates and political instability are the
key factors which can adversely affect the future performance and profitability of the Company. The oil prices are
further expected to mount as the oil-producing countries have announced to reduce the production of oil, this will
further exacerbate the energy/oil crises in the country and resultantly for the Company.

Despite the above challenges the Company’s prospects are promising as the management will utilize its best
potential towards increasing the Company’s market share in all its sales segments. The Company will also try to uplift
the sales of its off-season products in our next two thinnest quarters. The Company will strive to attain volumetric
growth from its existing customers and will continue to explore local and foreign markets. The Company’s focus on
R&D and product management will further strengthen its product portfolio, enabling sustainable growth in the future.

VOTE OF THANKS

We take this opportunity to thank our shareholders for their confidence, valued customers for the trust they continue
to place in us, the management team for its sincere efforts, the employees for their commendable services, the
Board of Directors for their continuous guidance and all stakeholders - Bankers, Dealers, Vendors, Associates.

For and on behalf of the Board

ST W PA
Nauman Khalid Humayun A. Shahnawaz
Director Chief Executive Officer
Lahore:

25 October 2022.
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CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION

AS AT 30 SEPTEMBER 2022
(Un-Audited) (Audited)
30 September 30 June
2022 2022
Note Rupees in thousand
ASSETS
NON-CURRENT ASSETS
Property, plant and equipment 6 1,447,941 1,439,189
Long-term investment 7 3,599 3,200
Long-term receivable 22,555 22,179
Long-term prepayments 1,223 2,832
Long-term deposits 10,512 7,881
Deferred tax asset - net 216,489 215,543
1,702,319 1,690,824
CURRENT ASSETS
Stores and spares 198,066 167,387
Stock-in-trade 2,381,492 2,147,005
Right to recover asset 4,015 4,400
Trade receivables 437,790 285,999
Loans and advances 26,530 121,929
Trade deposits, prepayments and other receivables 14,098 10,877
Tax refunds due from the Government 146,175 119,984
Cash and bank balances 73,321 84,116
3,281,487 2,941,697
TOTAL ASSETS 4,983,806 4,632,521
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Issued, subscribed and paid up capital 96,631 96,631
Capital reserve 5,000 5,000
Revenue reserves 2,037,347 2,003,250
TOTAL EQUITY 2,138,978 2,104,881
NON-CURRENT LIABILITIES
Lease liabilities 55,285 62,463
CURRENT LIABILITIES
Trade and other payables 896,086 968,190
Contract liabilities 115,711 132,890
Unclaimed dividend 9,778 9,796
Accrued markup 57,508 20,805
Current portion of long-term loans 8 55,292 95,924
Current portion of lease liabilities 13,122 7,770
Current portion of deferred grant - 1,098
Short-term borrowings 9 1,423,692 1,035,442
Refund liability 92,025 91,583
Provision for taxation 126,329 101,679
2,789,543 2,465,177
TOTAL LIABILITIES 2,844,828 2,527,640
CONTINGENCIES AND COMMITMENTS 10
TOTAL EQUITY AND LIABILITIES 4,983,806 4,632,521

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

UL oy A
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME un-auprrep)
FOR THE THREE MONTH PERIOD ENDED 30 SEPTEMBER 2022

30 September
2022 2021
Note Rupees in thousand
Revenue from contracts with customers-net 2,433,632 2,078,769
Cost of revenue 1,880,439 1,638,105
Gross profit 553,193 440,664
Distribution expenses 346,679 244,036
Administrative expenses 90,938 76,724
437,617 320,760
115,576 119,904
Other operating expenses 33,528 29,122
Other income (36,262) (16,450)
Finance costs 60,814 27,121
Profit before taxation 57,496 80,111
Taxation 23,799 25,612
Net profit for the period 33,697 54,499
Other comprehensive income
ltems that will not be reclassified to profit or loss
in subsequent periods:
Unrealized gain on remeasurement of investment
designated at fair value through OCI with no
recycling of cumulative gains and losses upon
derecognition 400 805
Total comprehensive income 34,097 55,304
Re-stated
Earnings per share - basic and diluted (Rupees) 11 3.49 5.64

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

UL A W A Z/’i
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CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY (un-aupiTep)
FOR THE THREE MONTH PERIOD ENDED 30 SEPTEMBER 2022

Capital Reserve Revenue Reserves
Unrealized
gainon
remeasurement
Share Merger General of Investments | Unappropriated Sub
Capital Reserve Reserve  |available for sale| profits / (loss) Total Total
Rupees in thousand

Balance as on 01 July 2021 87,846 5,000 2,000,000 1,661 (20,489) 1,981,172 2,074,018

Profit for the three month

period ended 30 September 2021 - - - - 54,499 54,499 54,499
Other comprehensive income - - - 805 - 805 805
Total comprehensive income - - - 805 54,499 55,304 55,304
Balance as on 30 September 2021 87,846 5,000 2,000,000 2,466 34,010 2,036,476 2,129,322
Balance as on 01 July 2022 96,631 5,000 2,000,000 920 2,330 2,003,250 2,104,881

Profit for the three month

period ended 30 September 2022 - - - - 33,697 33,697 33,697
Other comprehensive income - - - 400 - 400 400
Total comprehensive income - - - 400 33,697 34,097 34,097
Balance as at 30 September 2022 96,631 5,000 2,000,000 1,320 36,027 2,037,347 2,138,978

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

Always farm fresh
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CONDENSED INTERIM STATEMENT OF CASH FLOWS un-aubitep)
FOR THE THREE MONTH PERIOD ENDED 30 SEPTEMBER 2022

30 September
2 2021

Rupees in thousand

CASH FLOWS FROM OPERATING ACTIVITIES
Cash generated from operations

Profit before taxation 57,496 80,111
Adjustments to reconcile profit before tax to net cash flows:
Depreciation 55,669 60,836
Finance costs 60,814 27,121
Un-winding of financial charges (376) (857)
Profit on bank deposits (41) (130)
Provision for doubtful debts 900 -
Loss on disposal of property, plant and equipment 1,769 7,630
118,735 95,100
Operating profit before working capital changes 176,231 175,211

Working capital changes
(Increase) / decrease in current assets

Stores and spares (30,679) 8,506
Stock-in-trade (234,487) 69,933
Right to recover asset 385 (8)
Trade receivables (152,691) (258,104)
Loans and advances 95,399 224,933
Trade deposits, short-term prepayments and other deposits (3,221) (12,527)
(325,294) 32,733
Increase / (decrease) in current liabilities
Trade and other payables (72,104) 55,413
Contract liabilities (17,179) 54,491
Refund liability 442 130
(88,841) 110,034
Cash (used in) / generated from operations (237,904) 317,978
Profit on bank deposits received 41 130
Income tax paid (26,191) (8,226)
Long-term deposits (2,631) (401)
Long-term prepayments 1,609 -
Net cash flows (used in) / generated from operating activities (265,076) 309,481
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (70,775) (20,763)
Sale proceeds from disposal of property, plant and equipment 4,585 268
Net cash used in investing activities (66,190) (20,495)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of lease liability (1,289) (1,786)
Short-term borrowings obtained - net 388,250 (194,870)
Long-term loan (re-paid) / obtained (41,730) (147,450)
Dividend paid (18) (74)
Finance costs paid (24,742) (21,419
Net cash flows generated from / (used in) financing activities 320,471 (365,599)
Net decrease in cash and cash equivalents (10,795) (76,613)
Cash and cash equivalents at the beginning of the period 84,116 154,955
CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD 73,321 78,342

The annexed notes from 1 to 16 form an integral part of these condensed interim financial statements.
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (un-aunirep)
FOR THE THREE MONTH PERIOD ENDED 30 SEPTEMBER 2022

1 THE COMPANY AND ITS OPERATIONS

The Company is a Public Limited Company incorporated in Pakistan and is listed on the Pakistan Stock Exchange
Limited. The registered office of the Company is situated at 56 - Bund Road, Lahore, Pakistan. It is engaged in
the manufacturing, trading and sale of juices, pickles, jams, ketchups etc., based upon or derived from fruits
and vegetables. Following are the business units of the Company along with their respective locations:

BUSINESS UNIT ADDRESS

Production Plant and Head Office 56-Bund Road, Lahore

Production Plant Plot No. 33-34, Phase lll, Hattar Industrial Estate, Hattar
Production Plant Plot L-9, Block No. 22, Federal B Industrial Area, Karachi

2 STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

2.1 These condensed interim financial statements of the Company for the three month period ended 30
September 2022 have been prepared in accordance with the Accounting and Reporting Standards as
applicable in Pakistan for interim financial reporting. The accounting and reporting standards as applicable
in Pakistan for interim financial reporting comprise of :

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

—  Provisions of and directives issued under the Companies Act, 2017.

Where the provisions of and directives issued under the Companies Act, 2017 differ with the requirements
of IAS 34, the provisions of and directives issued under the Companies Act, 2017 have been followed.

2.2 These condensed interim financial statements do not include all the information and the disclosures
required in the annual audited financial statements and should be read in conjunction with annual audited
financial statements of the Company for the year ended 30 June 2022.

2.3 These condensed interim financial statements are un-audited.

3  SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES, ASSUMPTIONS AND POLICIES
The significant accounting judgments, estimates, assumptions and accounting policies adopted and applied by
the Company for the preparation of these condensed interim financial statements are the same as were adopted
and applied in the preparation of the preceding annual audited financial statements for the year ended 30 June
2022.

4 TAXATION, WORKERS’ WELFARE FUND AND WORKERS’ PROFIT PARTICIPATION FUND
Provisions in respect of Taxation, Workers’ Welfare Fund and Workers’ Profit Participation Fund are estimated
and these are subject to final adjustments in the annual audited financial statements.

5 SEASONALITY OF OPERATIONS
The quarterly results of the Company are subject to seasonal fluctuations due to variation in demand of the main
products (Juices, squashes and syrups).

6 PROPERTY, PLANT AND EQUIPMENT

The additions / (deletions) / transfers (at cost), made during the three month period ended 30 September 2022
are as follows:



Deletions/
Additions Transfers
Rupees in thousand

Owned assets

Furniture and fixture 75 -
Motor vehicles - (8,777)
Electric equipment 1,519 -
Empty bottles, shells, pallets and barrels 65,381 (17,120)
66,975 (20,897)
Capital work in progress
Plant and machinery 3,800 -
3,800 -
Additions / (deletions) / transfers (at cost), made during
the year ended 30 June 2022. 178,304 (168,607)
(Un-Audited) (Audited)
30 September 30 June
2022 2022
Note Rupees in thousand
LONG-TERM INVESTMENT
Quoted modaraba - fair value through OCI
Modaraba
BRR Guardian Modaraba
305,000 (30 June 2022: 305,000 certificates of Rs. 10/- each 71 2,375 2,375
Gain on remeasurement 1,224 825
3,599 3,200

7.1 The above investment represents 0.32% (30 June 2022: 0.32%) of the issued certificate capital of the

Modaraba.
(Un-Audited) (Audited)
30 September 30 June
2022 2022
Note Rupees in thousand
LONG-TERM LOANS
Loans from banking institutions - secured 8.1 55,292 95,924
Less: Current maturity shown under current liabilities (55,292) (95,924)
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (un-aunirep)
FOR THE THREE MONTH PERIOD ENDED 30 SEPTEMBER 2022

8.1 Loans from banking institutions - secured

Accretion
Particulars Note Limits Opening of interest Repaid Closing
Rupees in thousand
Loan | 8.1.1 170,000 42,125 375 21,250 21,250
Loan Il 8.1.1 170,000 53,799 723 20,480 34,042
95,924 1,098 41,730 55,292
30 June 2022 451,722 8,579 364,377 95,924

10

8.1.1 These representloans obtained under Refinance Scheme for Payment of Wages and Salaries to Workers and
Employees of Business Concerns (the Scheme) offered by State Bank of Pakistan to mitigate the effect of
COVID-19onemploymentin Pakistan. The facilities have an aggregate sanctionedlimitof Rs. 170 millioneach
and are repayable in eight quarterly installments with a grace period of six months each. The rates of markup
are SBP plus 1.95% and 0.45% per annum payable quarterly, respectively. The facilities are secured against
pari passu charge on plant and machinery up to Rs. 227 million each. The difference between cash
received and present value of cash outflow upon initial recognition has been recognized as deferred grant
in accordance with the Circular No. 11 / 2020 dated 17 August 2020 issued by the Institute of Chartered
Accountants of Pakistan.

SHORT-TERM BORROWINGS - secured

The aggregate short-term borrowings available from commercial banks under mark-up / interest arrangements
are Rs. (thousand) 2,000,000 (30 June 2022: Rs. (thousand) 2,000,000). The un-utilized portion of the said
facility amounts to Rs. (thousand) 576,308 (30 June 2022: Rs. (thousand) 964,558).

The rate of mark-up / interest on short-term borrowings ranges between 1 month / 3 months KIBOR plus 0.05%
to 1 month / 3 months KIBOR plus 0.25% per annum (30 June 2022: 1 month / 3 months KIBOR plus 0.05% to
1 month / 3 months KIBOR plus 0.25% per annum), payable monthly / quarterly.

The facilities are secured against first registered joint pari passu hypothecation on current assets of the Company
up to Rs. (thousand) 3,848,000 (30 June 2022: Rs. (thousand) 3,848,000).

The un-utilized facility for opening letters of credit and for guarantees amounts to Rs. (thousand) 486,654
(30 June 2022: Rs. (thousand) 388,724) and Rs. (thousand) 36,969 (30 June 2022: Rs. (thousand) 42,577),
respectively.
CONTINGENCIES AND COMMITMENTS
a) Contingencies
There has been no change in the status of the contingencies reported in the annual audited financial
statements for the year ended 30 June 2022.
b) Commitments

i)  Commitments in respect of letters of credit established for the import of raw, packing materials and
plant and machinery amounted to Rs. (thousand) 13,346 (30 June 2022: Rs. (thousand) 11,276).

ii) Guarantees issued by the banks in favor of the Company in the ordinary course of business,
amounted to Rs. (thousand) 123,031 (30 June 2022: Rs. (thousand) 117,423).



(Un-Audited)
Three month period ended

30 September
2022 2021
11  EARNINGS PER SHARE - BASIC AND DILUTED
Net profit after tax (Rupees in thousand) 33,697 54,499
Weighted average number of ordinary shares at the end of Re-stated
the period (Number of shares in thousand) 9,663 9,663
Re-stated
Earnings per share (Rupees) - (basic / diluted) 3.49 5.64
11.1 Diluted earnings per share has not been disclosed, as the Company has not issued an instrument which would
have an impact on earnings per share, when exercised.
12 NON TRANSFER OF BONUS SHARES TO INDIVIDUAL SHAREHOLDERS
During the year ended 30 June 2015, the Company issued 726,000 bonus shares @ 10% of its then paid-up
capital on the book closure date of 23 October 2014. In accordance with the provisions of section 236M of the
Income Tax Ordinance, 2001, the Company was required to collect tax from its shareholders @ 5% on the value
of bonus shares, determined on the basis of the end price of the first day of book closure.
However, a number of shareholders of the Company have filed a suit against the Federation of Pakistan,
competent authorities and the Company, before the Honorable Sindh High Court, challenging the levy of tax
under the above referred section. Since the matter is sub-judice before the Honorable Sindh High Court, the
Company has retained 5% of the bonus shares issued to the plaintiff shareholders.
13 TRANSACTIONS WITH RELATED PARTIES

The related parties and associated undertakings comprise related group companies, associates, staff provident
fund, directors and key management personnel. Details of transactions with them are as follows:

(Un-Audited)
30 September
Relationship with 2022 2021
Nature of Transactions the Company Rupees in thousand
Purchases of raw materials Associate 201,967 108,897
Sales of finished goods Associate 375 16
Royalty charged Associate 24,311 20,854
Purchases/repairs of electric equipment/vehicles Associate 73 -
Contributions to staff provident fund Employees’ Fund 1,417 1,384
Remuneration and benefits of
Directors, Chief Executive Officer Key management
and key management personnel personnel 6,471 7,330

ey
w §kezalh QUARTERLY REPORT JULY-SEPTEMBER | 2022



—
S @ Always farm fresh

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (un-aunirep)
FOR THE THREE MONTH PERIOD ENDED 30 SEPTEMBER 2022

14

(Un-Audited) (Audited)
30 September 30 June
Relationship with 2022 2022
Period/year end balances the Company Rupees in thousand
Due to related parties Associate 106,620 55,647

SEGMENTAL ANALYSIS

Operating segments are reported in @ manner consistent with the internal reporting provided to the Chief
Operating Decision Maker. The Chief Operating Decision Maker, who is responsible for allocating resources
and assessing performance of the operating segments, has been identified as the Chief Executive. The Chief
Executive considers the business from the product perspective and evaluates performance on the basis of their
profit or loss. As at 30 September 2022, the Company is organized into two operating segments based on their
products.

Juice drinks activities

Juice drinks activities include bottled as well as juices in tetra pak packings.

Other operating activities

Other operating activities include pickles, ketchup, sauces, jams etc.

Segment analysis of profit and loss account for the three month period ended 30 September 2022 (Un-Audited):

Juices and Drinks Others Total
Rupees in thousand

Revenue from contracts with customers - net 2,073,633 359,999 2,433,632
Cost of revenue 1,561,062 319,377 1,880,439
Gross profit 512,571 40,622 553,193
Unallocated expenses and income

Corporate expenses (437,617)
Finance costs (60,814)
Other operating expenses (33,528)
Other income 36,262
Taxation (23,799)
Profit after taxation 33,697

Segment analysis of assets and liabilities as at 30 September 2022 (Un-Audited):

Juices and Drinks Others Total
Rupees in thousand

Segment assets 3,866,631 585,811 4,452,442
Unallocated assets 531,364
Total 4,983,806
Segment liabilities 788,462 157,980 946,442
Unallocated liabilities 1,898,386
Total 2,844,828




Segment analysis of profit and loss account for the three month period ended 30 September 2021 (Un-Audited):

Juices and Drinks Others Total
Rupees in thousand

Revenue from contracts with customers - net 1,832,482 246,287 2,078,769
Cost of revenue 1,406,733 231,372 1,638,105
Gross profit 425,749 14,915 440,664
Unallocated expenses and income
Corporate expenses (320,760)
Finance costs (27,121)
Other operating expenses (29,122)
Other operating income 16,450
Taxation (25,612)
Profit after taxation 54,499
Segment analysis of assets and liabilities as at 30 June 2022 (Audited):

Juices and Drinks Others Total

Rupees in thousand

Segment assets 3,499,286 611,986 4,111,272
Unallocated assets 521,249
Total 4,632,521
Segment liabilities 884,182 176,525 1,060,707
Unallocated liabilities 1,466,933
Total 2,527,640

15 DATE OF AUTHORIZATION FOR ISSUE

These condensed interim financial information were authorized for issue by the Board of Directors on 25

October 2022.

16 APPROPRIATIONS

The Shareholders of the Company have approved at the Annual General Meeting held on 24 October 2022, final
cash dividend of Rs. 5 (2021: Rs. 5.50) per share, amounting to Rs. (thousand) 48,315 (2021: Rs. (thousand)
48,315) for the year ended 30 June 2022 which was earlier proposed by Board of Directors in their meeting held

on 26 September 2022. These financial statements do not reflect the effect of these appropriations.
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