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DIRECTORS’
REPORT

BIAFO INDUSTRIES LTD.

DIRECTORS’ REPORT FOR THE QUARTER/HALF YEAR
ENDED DECEMBER 31, 2019
Your Directors are pleased to submit the un-audited accounts for the quarter/half year
ended December 31, 2019.
Net sales value of the company in the half year increased by 24.79% to Rs. 892.09 M
(Dec 18: Rs. 714.85 M) while net sales value in the quarter to December, 2019 increased
by 29.9% to Rs. 427.77 (Dec 18: 329.30 M).
In the period under review sales Improved to the Oil and Gas sector and large projects due
to increased Seismic Exploration activity whereas supplies to mining/ construction
projects have shown decline due to slow down of economic activities.
Gross proﬁt for the half year increased by 9.89% to Rs. 340.99 M. and for the quarter to
December, 19 increased by 12.06% to Rs. 147.20 M. Net proﬁt after taxation for the half
year decreased by 1.19% to Rs. 182.30 M. (EPS December 2019: Rs. 5.75 & EPS December
2018: Rs. 5.82 Restated) and for the quarter to December, 2019 decreased by 10.68% to
Rs. 68.85 M. (EPS December 2019: Rs. 2.17 & EPS December 2018: Rs. 2.43 Restated).
The main reasons for the proﬁtability decline were increase in the prices of imported raw
materials due to Pak Rupee depreciation and increase in markup rates.
Expenses were within the budget as approved by the Board of Directors.
Your Board of Directors have declared the 2nd interim cash dividend of Rs.1.50 per share
(15%) and bonus shares @10% (1 bonus share for 10 shares) for the period under review.
The Board comprises of 14 members including Chief Executive Oﬃcer having 10 male and
4 female members. The composition of Board is as follows:
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Names

Independent Directors

Muhammad Yaqoob
Ehsan Mani
Ms. Mehreen Hosain
Ms. Syeda Shahbano Abbas

Non-Executive Directors

Dr. M. Humayun Khan
M. Zafar Khan
Khwaja Ahmad Hosain
Basit Waheed
Adnan Aurangzeb
Ms. Ayesha Humayun Khan

Executive Directors

M. Afzal Khan
Anwar Moin (CEO)
Maj. Gen. (Ret’d.) S.Z.M. Askree
Ms. Shirin Safdar

The Committees of the Board and their composition is as follows:
Audit Committee
Ehsan Mani
Adnan Aurangzeb
Muhammad Yaqoob
Basit Waheed
Khwaja Ahmad Hosain
Dr. M. Humayun Khan

Chairman
Member
Member
Member
Member
Member

CSR & HSE Committee
Ms. Ayesha Humayun Khan
Basit Waheed
Ms. Mehreen Hosain
M. Zafar Khan

Chairman
Member
Member
Member

HR & Remuneration Committee
Ehsan Mani
Ms. Mehreen Hosain
Dr. M. Humayun Khan
Anwar Moin (CEO)
Ms. Ayesha Humayun Khan
Ms. Syeda Shahbano Abbas
Ms. Shirin Safdar

Chairman
Member
Member
Member
Member
Member
Member

Your Board takes the opportunity to welcome the newly elected Director Mr. Basit Waheed,
who has wide experience in the corporate sector.
Your Board also takes the opportunity to express its appreciation to all its employees for
their hard work and continuing efforts in meeting business challenges, and the cooperation
of all its stakeholders.

Anwar Moin
Chief Executive Oﬃcer

Islamabad
18th February, 2020
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INDEPENDENT AUDITORS’ REVIEW REPORT
To the members of Biafo Industries Limited
Report on Review of Interim Financial Statements
Introduction
We have reviewed the accompanying condensed interim statement of ﬁnancial position of
Biafo Industries Limited as at 31 December 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.
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 are not prepared, in all material respects, in
accordance with the accounting and reporting standards as applicable in Pakistan for
interim ﬁnancial reporting.
Other Matter
The ﬁgures for the three months period ended 31 December 2019 and 31 December 2018,
in the condensed interim ﬁnancial statements have not been reviewed and we do not
express conclusion on them.
The engagement partner on the engagement resulting in this independent auditors’ review
report is Mr. Riaz Pesnani.

KPMG Taseer Hadi & Co.
Chartered Accountants
Islamabad
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FINANCIAL
STATEMENTS

BIAFO INDUSTRIES LTD.

CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION (UN-AUDITED)
AS AT 31 DECEMBER 2019
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BIAFO INDUSTRIES LTD.

CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS (UN-AUDITED)
FOR THE PERIOD ENDED 31 DECEMBER 2019
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BIAFO INDUSTRIES LTD.

CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE PERIOD ENDED 31 DECEMBER 2019
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BIAFO INDUSTRIES LTD.

CONDENSED INTERIM STATEMENT OF CASH FLOWS (UN-AUDITED)
FOR THE PERIOD ENDED 31 DECEMBER 2019
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Surplus on revaluation of property, plant and equipment
realized through depreciation for the year - net of deferred tax
Transferred from surplus on revaluation of property, plant and
equipment on account of incremental depreciation - net of deferred tax

Surplus on revaluation of property, plant and equipment realized
through depreciation for the year - net of deferred tax
'Transferred from surplus on revaluation of property, plant and
equipment on account of incremental depreciation - net of deferred tax
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NOTES TO THE INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE PERIOD ENDED 31 DECEMBER 2019
1.

THE COMPANY AND ITS OPERATIONS
Biafo Industries Limited ("the Company") was incorporated in Pakistan on 07 September 1988 as a
public limited company under the Companies Ordinance, 1984 (now the Companies Act, 2017).
Previously, the shares of the Company were quoted on Karachi and Islamabad Stock Exchanges of
Pakistan. However, due to integration of these Stock Exchanges into Pakistan Stock Exchange,
effective 11 January 2016, the shares of the Company are now quoted on Pakistan Stock Exchange.
The Company started its commercial production on 01 July 1994 and is principally engaged in the
manufacturing of commercial explosives and blasting accessories including detonators and other
materials. The Company's license for manufacturing and sale of explosives is required to be
renewed annually. The Company's production facility is situated at Hattar Industrial Estate, Khyber
Pakhtunkhwa, with its registered oﬃce located at 1st Floor, Biafo House, Plot No. 23, St No. 38-40,
I&T Centre, G-10/4, Islamabad - Pakistan.

2.

BASIS OF PREPARATION AND STATEMENT OF COMPLIANCE
These interim ﬁnancial statements have been prepared in accordance with the accounting and
reporting standards as applicable in Pakistan for interim ﬁnancial reporting. The accounting and
reporting standards as applicable in Pakistan for interim ﬁnancial reporting comprise of:
- International Accounting Standard (IAS) 34, Interim Financial Reporting, issued by the International
Accounting Standards Board (IASB) as notiﬁed under the Companies Act, 2017; and
- Provisions of and directives issued under the Companies Act, 2017.
- Where the provisions of and directives issued under the Companies Act, 2017 differ with the
requirements of IAS 34, the provisions of and directives issued under the Companies Act, 2017 have
been followed.
The disclosures in these interim ﬁnancial statements do not include the information that was
reported for full annual audited ﬁnancial statements and should therefore be read in conjunction
with the annual audited ﬁnancial statements of the Company for the year ended 30 June 2019.
Comparative condensed interim statement of ﬁnancial position is extracted from the annual audited
ﬁnancial statements as of 30 June 2019, whereas comparative condensed interim statement of
proﬁt or loss, comparative condensed interim statement of comprehensive income, comparative
condensed interim statement of cash ﬂows and comparative condensed interim statement of
changes in equity are extracted from unaudited interim ﬁnancial statements for six months period
ended 31 December 2018.
These interim ﬁnancial statements are unaudited and are being submitted to the members as
required under Section 237 of the Companies Act, 2017 and the Listing Regulations of the Pakistan
Stock Exchange Limited.

3.

SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES
The accounting policies, signiﬁcant judgments made in the application of accounting policies, key
sources of estimations, the methods of computation adopted in preparation of these condensed
interim ﬁnancial statements and ﬁnancial risk management policy are the same as those applied in
preparation of audited annual ﬁnancial statements for the year ended 30 June 2019 except for the
change as indicated in 3.1 below:

3.1

IFRS 16 'LEASES'
IFRS 16 replaces existing leasing guidance, including IAS 17 'Leases', IFRIC 4 'Determining whether
an Arrangement contains a Lease', SIC-15 'Operating Leases- Incentives' and SIC-27 'Evaluating the
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NOTES TO THE INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE PERIOD ENDED 31 DECEMBER 2019
Substance of Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single,
on-balance sheet lease accounting model for lessees. A lessee recognizes a right-of-use asset
representing its right of use of underlying asset and a lease liability representing its obligation to
make lease payments. There are recognition exemptions for short-term leases and leases of
low-value items. Lessor accounting remains similar to the current standard i.e. lessors continue to
classify leases as ﬁnance or operating leases.
The Company has applied IFRS 16 using the modiﬁed retrospective approach, under which the
cumulative effect of initial application is to be recognised in unappropriated proﬁt at 01 July 2019 and
therefore the comparative information has not been restated and continue to be reported under IAS 17.
The Company does not have any leased assets, accordingly the adoption of IFRS 16 does not have
any impact on these condensed interim ﬁnancial statements.
The Company assesses at contract inception whether a contract is, or contains, a lease. That is, if the
contract conveys the right to control the use of an identiﬁed asset for a period of time in exchange for
consideration.
The Company applied a single recognition and measurement approach for all leases, unless the lease
term is 1 year or less or the lease contains a low-value asset. For lease term less than 1 year and lease
containing low value assets the Company has applied the exemption not to recognize right of use
assets and liabilities for leases with less than 12 months of lease term. The Company recognises
lease liabilities to make lease payments and right-of-use assets representing the right to use the
underlying assets.
3.2

IFRIC 23 'Uncertainty over income tax treatments'
The Company has adopted IFRIC 23 'Uncertainty over income tax treatments' with a date of initial
application of 01 July 2019. IFRIC 23 clariﬁes the accounting for income tax treatments that have yet
to be accepted by tax authorities, whilst also aiming to enhance transparency. However, it has no
signiﬁcant impact on the Company's ﬁnancial statements.

3.3

The following International Financial Reporting Standards (IFRS Standards) as notiﬁed under the
Companies Act, 2017 and the amendments and interpretations thereto will be effective for accounting periods beginning on or after 01 January 2020:
Amendment to IFRS 3 ‘Business Combinations’ - Deﬁnition of a Business (effective for business
combinations for which the acquisition date is on or after the beginning of annual period beginning
on or after 1 January 2020). The IASB has issued amendments aiming to resolve the diﬃculties that
arise when an entity determines whether it has acquired a business or a group of assets. The
amendments clarify that to be considered a business, an acquired set of activities and assets must
include, at a minimum, an input and a substantive process that together signiﬁcantly contribute to the
ability to create outputs. The amendments include an election to use a concentration test. The
standard is effective for transactions in the future and therefore would not have an impact on past
ﬁnancial statements.
Amendments to IAS 1 - Presentation of Financial Statements and IAS 8 Accounting Policies, Changes
in Accounting Estimates and Errors (effective for annual periods beginning on or after 1 January
2020). The amendments are intended to make the deﬁnition of material in IAS 1 easier to understand
and are not intended to alter the underlying concept of materiality in IFRS Standards. In addition, the
IASB has also issued guidance on how to make materiality judgments when preparing their general
purpose ﬁnancial statements in accordance with IFRS Standards.
On 29 March 2018, the International Accounting Standards Board (the IASB) has issued a revised
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NOTES TO THE INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE PERIOD ENDED 31 DECEMBER 2019
Conceptual Framework for Financial Reporting which is applicable immediately contains changes
that will set a new direction for IFRS in the future.. The Conceptual Framework primarily serves as a
tool for the IASB to develop standards and to assist the IFRS Interpretations Committee in interpreting them. It does not override the requirements of individual IFRSs and any inconsistencies with the
revised Framework will be subject to the usual due process – this means that the overall impact on
standard setting may take some time to crystallise. The companies may use the Framework as a
reference for selecting their accounting policies in the absence of speciﬁc IFRS requirements. In
these cases, companies should review those policies and apply the new guidance retrospectively as
of 1 January 2020, unless the new guidance contains speciﬁc scope outs.
Interest Rate Benchmark Reform which amended IFRS 9, IAS 39 and IFRS 7 is applicable for annual
ﬁnancial periods beginning on or after 1 January 2020. The G20 asked the Financial Stability Board
(FSB) to undertake a fundamental review of major interest rate benchmarks. Following the review,
the FSB published a report setting out its recommended reforms of some major interest rate
benchmarks such as IBORs. Public authorities in many jurisdictions have since taken steps to
implement those recommendations. This has in turn led to uncertainty about the long-term viability
of some interest rate benchmarks. In these amendments, the term 'interest rate benchmark reform'
refers to the market-wide reform of an interest rate benchmark including its replacement with an
alternative benchmark rate, such as that resulting from the FSB's recommendations set out in its July
2014 report 'Reforming Major Interest Rate Benchmarks' (the reform). The amendments made
provide relief from the potential effects of the uncertainty caused by the reform. A company shall
apply the exceptions to all hedging relationships directly affected by interest rate benchmark reform.
The amendments are not likely to affect the condensed interim ﬁnancial statements of the Company.
IFRS 14 Regulatory Deferral Accounts - (effective for annual periods beginning on or after 1 July
2019) provides interim guidance on accounting for regulatory deferral accounts balances while IASB
considers more comprehensive guidance on accounting for the effects of rate regulation. In order to
apply the interim standard, an entity has to be rate regulated – i.e. the establishment of prices that
can be charged to its customers for goods or services is subject to oversight and/or approved by an
authorized body. The term ‘regulatory deferral account balance’ has been chosen as a neutral
descriptor for expense (income) or variance account that is included or is expected to be included by
the rate regulator in establishing the rate(s) that can be charged to customers and would not
otherwise be recognized as an asset or liability under other IFRSs. The standard is not likely to have
any effect on the Company’s condensed interim ﬁnancial statements.
The amendments are effective from annual period beginning on or after 1 January 2020 and are not
likely to have an impact on the Company’s condensed interim ﬁnancial statements.
4.

PROPERTY, PLANT AND EQUIPMENT
During six months period ended 31 Dec 2019, the Company acquired property, plant and equipment
aggregating to Rs. 13,524,669 (31 Dec 2018: Rs. 52,012,438). Depreciation charge for the period
amounts to Rs. 12,809,690 (31 Dec 2018: Rs. 9,677,333).
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(30 June 2019: Rs.11,036,872).
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