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DIRECTORS’ REPORT

The Directors of Interloop Limited are pleased to present the annual report of the Company together with the audited financial
statements of the Company for the year ended June 30, 2019.

TEXTILE & APPAREL SECTOR AND ECONOMIC OVERVIEW

Financial year 2019 was a tough year for Pakistan due to challenges to the macro-economy. Consolidation measures to tackle the
challenges brought a lot of pressure on performance of business and industry. After entering the IMF program Pakistan is now on the
path of consolidation to tackle sizeable fiscal and current account deficits but the imbalances are expected to diminish slowly. The
World Bank estimates the country’s GDP growth rate to deteriorate to 2.7% in 2019-20. However, the consolidation measures,
coupled with other macroeconomic improvements, are likely to lead to an increase in the economic growth to 4% in the beginning in
fiscal year 2020-21.

Textile & Apparel industry contributes 57% percent of total export volumes and 8.50% of the GDP of Pakistan. Annual Export during
FY18 stood at $25.0 billion out of which $13.53 billion was from Textiles & Apparel. According to Textile Policy 2014-2019, Textile
exports were to double i.e. from $13.0 billion to $26.0 billion, which could have created some 3.0 million additional jobs. Due to
unfavorable economic conditions, inconsistent government policies, shortage of energy and lack of investment to modernize and
enhance capacity, Textile and Apparel exports have stagnated.

Despite all these challenges, your company, by the grace of God Almighty, has been able to achieve a record Sales Turnover of Rs.
37.478 billion (FY18: PKR 31.139 billion). At the same time, Net Profit for the year has increased by 33.69% over the corresponding
year.

OPERATING RESULTS

The summary of operating results for the year and appropriation of divisible profits is given below:

During the year under review, the Board of Directors approved 300% Interim Bonus Shares in the proportion of 3 share(s) for every 1
share(s) held followed by 12.5% Interim Cash Dividend and allotted/paid to the shareholders within stipulated time period in accord-
ance with the applicable laws & regulations.

The Board of Directors of the Company in their meeting held on 23rd September 2019 have proposed a final cash dividend of Rs. 1.75
per share (i.e. 17.5%). This is in addition to Rs. 1.25 per share (i.e. 12.5%) first interim cash dividend already distributed; which make
a total cash distribution of Rs. 3.0 per share (i.e. 30%) for the year ended June 30, 2019.

The proposed final cash dividend is subject to the approval of members at the Annual General Meeting to be held on October 14,
2019. These financial statements do not include the effect of above proposal which will be accounted for in the period it is approved
by the members.
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FINANCIAL AND OPERATIONAL PERFORMANCE

By the grace of God Almighty, the year has ended on a positive note for the Company with better performances both operationally as
well as financially. Machinery has been added with the prime objective of reducing imbalance and inefficiencies, reducing utilities and
maintenance requirements and produce additional value-added material and finished products. Performance of the Company during
the year remained good in spite of all the challenges like pressure on export selling prices, shortage of gas, increase in minimum
wages, lack of timely sales tax refunds by Government etc. At the same time, adjustment of exchange rate had a favorable impact on
Company’s profits. During the year under review, Company sales suffered a slight set back due to filling of Bankruptcy by one of the
customers namely Payless Shoe Source Inc. While financial loss was prevented as receivables from this company were insured
through a factoring company, sales revenue suffered a slight set back. Company’s sales and marketing teams have worked hard and
secured two other customers to fill the gap during next year.

Operational results show that the Company achieved revenue growth of +20.36% for the year ended June 30, 2019 compared to
preceding year. Sales revenue stood at Rs. 37.478 billion (FY18: Rs. 31.139 billion). Gross profit for the year stood at Rs. 11.954
billion (FY18: Rs. 9.144 billion) whereas profit before taxation stood at Rs. 5.421 billion (FY18: Rs. 4.006 billion). The after tax for the
year under review was Rs. 5.195 billion (FY18: Rs. 3.886 billion) whereas earning per share (EPS) stood at Rs. 6.67 per share (FY18:
Rs. 5.10) per share.

Vertical Analysis

2019 2018

% %
Gross profit 31.90 29.37
Operating profit 17.10 14.42
Profit before tax 14.46 12.86
Net profit after tax 13.86 12.48
EBITDA 21.24 18.96




Despite the factors stated earlier, the Company performed with great resilience and maintained its position in the foreign markets. In
the opinion of the directors, the results of the operations of the Company during the said financial year were not substantially affected
by any item, transaction or event of a material and unusual nature other than what has been mentioned in this report. Directors believe
that the Company will be able to achieve even better results in the next financial year.

BUSINESS SEGMENTS

The management of the Company has determined the operating segments based on the information that is presented to the Board of
Directors of the Company for allocation of resources and assessment of performance. Segment performance is generally evaluated
based on certain key performance indicators including business volume and gross profit.

Based on internal management reporting structure and products produced and sold, the Company is organized into the following
operating segments:

a) Hosiery- This segment relates to the sale of socks & tights.

b) Spinning- This segment relates to the sale of yarn.

c) Other operating segments- This represent various segments of the Company which currently do not meet the minimum
reporting threshold mention in international financial reporting standards. These mainly includes domestic sales, energy,
yarn dyeing, denim and active-wear.

FISCAL YEAR 2018-19 — AT A GLANCE
1 INTERLOOP’S LISTING ON THE PAKISTAN STOCK EXCHANGE (PSX)

Interloop Limited (ILP) was listed on the Pakistan Stock Exchange (PSX) at a prestigious Gong Ceremony, held on April 5, 2019
at PSX, Karachi. In the process of Interloop Limited’s Initial Public Offering (IPO), your Company received wide-spread participation
from investment community ranging from major commercial banks, insurance companies, local and foreign institutions, asset
management companies, TREC holders and high net worth individuals.

Interloop Limited successfully raised Rs. 5,025 million through the largest private sector Initial Public Offering (IPO), placing it
amongst the top 50 companies listed on the Pakistan Stock Exchange by market capitalization. Book building portion of the IPO
took place on the 13th and 14th of March, 2019 and was oversubscribed by 1.37 times. The general public was offered shares
on March 21 - 22, 2019 at Rs. 46.10 per share. Despite tough market conditions, the IPO was oversubscribed by 1.5 times.

We are confident that, God willing, the Denim segment will turn out be even bigger for us than the Hosiery sector. World'’s top
brands and retailers are our customers and consider us a responsible manufacturing company. We’ll move forward with them in
our Hosiery business and believe that many of them will become our Denim customers.

2 DENIM PROJECT

As part of business diversification & expansion, Interloop is entering into the Denim Apparel Segment and has envisioned a
production facility which will have minimal environmental impact, prioritise worker well-being and will maintain a very high stand
ard for operational and cost efficiency, ensuring that Interloop continues to serve its customers effectively.

The production facility will be LEED Platinum Certified and will be the most technologically advanced and sustainable denim
apparel production facility in this part of the world, underpinning Interloop’s Mission. The plant has gone into trial production in
Q3, 2019 and has been conceived with a planned output exceeding one million garments per month. A fully operational develop
ment/sampling center, with 125 sewing machines from lItaly and Japan, with an approx. capacity of 3,400 pieces per day is
operating successfully already.

As our commitment to environmental conservation, the production facility will:
*  Focus on women empowerment with the target to engage females as 50% of the total workforce
o Plan initiatives such as in-house day care to enable women to continue work after childbirth, if they wish to do so
* Plan at least 30% of the area as green space
e Discharge ZERO hazardous material and waste



¢ Reduce the carbon footprint by up to 50% by maximising use of daylight, solar energy, insulation, bio-mass boilers, heat
recovery and energy efficient systems

¢ Introduce technology and redesign traditional processes to save 35 litres of water per garment — approximately 35m litres of
water a month

¢ Implement new technology aimed at enhancing worker safety, boosting labour productivity and minimising risk of work-related
accidents or long term iliness

A budget of PKR 3.90 billion approx. was allocated for plant and machinery. About 57% of this budget has already been consumed in
the form of LCs retired, LCs which have been opened but are yet to be retired and machinery purchased locally.

We have successfully secured the financing of PKR 2.80 billion from Habib Bank Limited- Islamic Banking Division at a very competi-
tive rate. Negotiations for a further financing of PKR 1.00 billion are in process with Allied Bank Limited- Islamic Banking Division.

Production (Units) / Day

3 PILOT PROJECT OF PLANT 5

The Hosiery Plant 5 Pilot Project became operational on January 22, 2019 with 94 Modern Italian Knitting Machines. This Plant
is distinct from the existing facilities because of the New Team Organogram concept. The new structure is designed to remove
extra supervision layers, the management working in shifts and Knitting Technical and Knitting Operations teams merged as one
team.

With the current production of 900,000 pairs of socks monthly, the Pilot project will be scaled up into a vertically integrated
sustainable manufacturing facility with installed capacity of 1280 knitting machines producing approx. 17.28 million pairs of socks
per month.

At present, Land measuring 76 acres has been successfully procured, at an Ideal location on Khurrianwala Jaranwala bypass.
The location is well planned as our power supply lines from Interloop energy division are passing right near to the location of the
land so we will be able to supply energy to our newly planned division from our own energy division.

As this unit will be one of Its kind, supplying to major brands in the world, layout planning and structural design is of paramount
Importance. Meetings are being held with top notch architectures and internationally renowned lean and layout experts to design
the building and layout for machines. It will be LEED certified (Leadership in Energy and Environmental Design) and will be a
state of the art structure in textile industry in Pakistan.

SUBSIDIARY COMPANY

The Company has also annexed consolidated financial statements along with separate financial statements in accordance with the
requirements of International Financial Reporting Standards and Companies Act, 2017.

Following is a brief description of the subsidiary company of Interloop Limited:
IL Apparel (Private) Limited

This is a wholly owned subsidiary of the Company which looks after the Knitwear & Active-wear business of the Company.
The Knitwear Pilot Project at Faisalabad, a Cut to Pack garment manufacturing facility, is spread over 6 acres and
commenced operations in January, 2019 and has exported the first shipment in March 2019. IL Apparel plans to put up a
state of the art vertically integrated Knitwear garments manufacturing plant in the new Interloop Apparel Park near the
Interloop Industrial Park.



EMPLOYEE STOCK OPTION SCHEME (ESOS)

We consider our employees to be our most important stakeholder and to get their commitment and efforts, we firmly believe in provid-
ing them conducive environment and making them feel a sense of security. The Company operates an equity settled stock option
scheme called ‘Interloop Limited - Employees Stock Option Scheme, 2016’ duly approved by the Securities and Exchange Commis-
sion of Pakistan (SECP). The compensation committee evaluates the performance and other criteria of employees and recommends
to the Board for grant of options. The Board on the recommendation of the committee, on its discretion, grants recommended options
to employees. These options vest after a specified period subject to fulfilment of certain conditions as defined in the scheme. Annual
Performance Report on Offer and Administration of the Employees Stock Option Scheme (ESOS) - Interloop Limited as at June 30,
2019 along with the summary of the options granted till date is annexed with this report.

It is pertinent to mention here that the scheme is not in operation since listing of the Company on PSX primarily due to the fact that

the terms of the scheme require to be consistent with the increased legal compliance for a listed entity. The proposal for subject
updation in the Existing scheme is under review and pending approval from shareholders of the Company and SECP respectively.

CORPORATE GOVERNANCE

STATEMENT ON CORPORATE AND FINANCIAL REPORTING FRAMEWORK

The Directors are pleased to state that the Company is compliant with the provision of the Code of Corporate Governance as required
by the Securities & Exchange Commission of Pakistan (SECP) and the Rule Book of Pakistan Stock Exchange. The Board of Direc-
tors review the Company’s strategic decisions and it is committed to maintain high standards of corporate governance. A formal
statement of compliance as required under the Listed Companies (Code of Corporate Governance) Regulations, 2017 is annexed
which forms part of this Annual Report.

Following is the Directors’ statement on Corporate and Financial Reporting framework:

1 The financial statements, prepared by the management of the Company, present fairly its state of affairs, the result of its
operations, cash flows and changes in equity.

2 Proper books of account of the Company have been maintained.

3 Appropriate accounting policies have been consistently applied in preparation of the financial statements and accounting
estimates are based on reasonable and prudent judgment.

4  International Financial Reporting Standards, as applicable in Pakistan, have been followed in preparation of financial
statements and any departure there from has been adequately disclosed.

5 A mission statement, vision and overall corporate strategy for the company is prepared, adopted and reviewed as and when
deemed appropriate by the Board.

6 The system of internal control is sound in design and has been effectively implemented and monitored.

7  There are no significant doubts upon the Company’s ability to continue as a going concern.

8 There has been no material departure from the best practices of corporate governance, as detailed in the listing regulations.

COMPOSITION OF BOARD OF DIRECTORS

Interloop Limited has seven-member (6 Male & 1 Female) Board of Directors which comprises of individuals with diverse backgrounds
having core competencies, knowledge and expertise relevant to the business of the Company. The Board is assisted by its sub-com-
mittees i.e., Audit Committee, Human Resource and Remuneration Committee and Nomination committee. These sub-committees
held meetings and reported to the Board as per stipulations of the Listed Companies (Code of Corporate Governance) Regulations,
2017. The diverse mix of gender, knowledge, expertise and skill sets of the members enhances the effectiveness of our Board. Our
Board composition represents the interests of all categories of shareholders and it consists of:

* Independent Director 2
e Other non-executive Directors 3
o Executive Director 2

in order to adopt and adhere to the best practices of the Code of Corporate Governance regulations, the Company prior to the filing
of listing application with the PSX, appointed Mr. Tariq Igbal Khan and Mr. Saeed Ahmad Jabal as an Independent Directors of the
Company followed by appointment of Mr. Jahan Zeb Khan Banth, as Non-Executive Director in place of the casual vacancy created
by the outgoing Directors of the Company. Furthermore, during the period under consideration, Mr. Navid Fazil was appointed as the
Chief Executive Officer of the Company w.e.f. September 8, 2018 to fill up the casual vacancy caused by resignation of Mr. Musadaq
Zulgarnain.

Meetings of the Board of Directors & Committees

Since Interloop Limited became listed on the Pakistan Stock Exchange on April 5, 2019, the information on the meetings of
the Board of Directors of the Company is being shared from date of formal listing. Two meetings of Board of Directors and
one each meeting of Audit Committee and HR & Remuneration Committee were respectively held during the year after
listing on PSX. Attendance by the directors/members is given below;



Board of Directors:

Mr. Musadaq Zulgarnain (Chairman) 2
Mr. Navid Fazil (Chief Executive Officer) 2
Mr. Jahan Zeb Khan Banth 2
Mr. Muhammad Magsood 2
Mrs. Shereen Aftab 0
Mr. Saeed Ahmad Jabal 2
Mr. Tariq Igbal Khan 2
Audit Committee:

Mr. Tariq Igbal Khan (Chairman) 1
Mr. Saeed Ahmad Jabal 1
Mr. Jahan Zeb Khan Banth 1
HR & Remuneration Committee:

Mr. Saeed Ahmad Jabal (Chairman) 1
Mr. Navid Fazil 1
Mr. Jahan Zeb Khan Banth 1

RELATED PARTY TRANSACTION AND TRANSFER PRICING

It is the policy of the company to ensure that all transactions entered with related parties must be at arm’s length. The Company has
fully complied with best practices on Transfer Pricing as contained in the Listing Regulations of Pakistan Stock Exchange while
executing all transactions with related party.

ADEQUACY OF INTERNAL FINANCIAL CONTROLS

The Company has established an effective and efficient system of internal and financial controls to safeguard the assets of the
Company, prevent and detect fraud and ensure compliance with all statutory and legal requirements. The internal control structure is
regularly reviewed and monitored by the Internal Audit function duly established by the Board. Audit Committee reviews the internal
control system on quarterly basis in accordance with the term of its reference.

PATTERN OF SHAREHOLDING

Two statements of the pattern of shareholding as at June 30, 2019, for Ordinary Shares & Non-Voting Ordinary Shares respectively,
which are required to be disclosed under the reporting framework, are annexed to this report.

DIRECTORS’ REMUNERATION

The remuneration of the Board members is approved by the Board itself. However, in accordance with the code of corporate govern-
ance, it is ensured that no Director takes part in deciding his own remuneration. The Company does not pay remuneration to non-ex-
ecutive directors except fee for attending the meetings.

EXTERNAL AUDITORS

The present auditors’ M/s. Kreston Hyder Bhimji & Company, Chartered Accountants, are retiring and being eligible, offer themselves
for re-appointment. The Board of Directors proposes the re-appointment of M/s. Kreston Hyder Bhimji & Company, Chartered
Accountants, as the auditors until the next Annual General Meeting.

HEALTH, SAFETY & ENVIRONMENT

Health, Safety & Environment is our core value, we take pride in our practices and will ensure that we run safe operations and are not
a source of environmental degradation. The health and safety of our employees, the safety of our assets, the security of our opera-
tions and healthy environment always remain among the top priorities of the Company. Safety is an all-encompassing priority for the
Company, from the Board down to the business units.

CORPORATE SOCIAL RESPONSIBILITY

The company is committed towards accomplishing its Corporate Social Responsibility (CSR) and actively takes part in social work
programs. During the year under review as part of CSR program, substantial contribution was made in the sectors of education,
health, culture and sports.

MATERIAL CHANGES

There have been no material changes since June 30, 2019 to date of the report and the Company has not entered into any commit-
ment during this period, which would have an adverse impact on the financial position of the Company.

DESCRIPTION OF PRINCIPAL RISKS & UNCERTAINTIES

We expect no principal risks & uncertainties as at the closing period of June 30, 2019.



BUSINESS RISKS, CHALLENGES AND FUTURE OUTLOOK

While observing the rise in immense global competition in textiles, including speed to market requirements by retailers and brands,
Company has to keep an eye on the shift in sourcing patterns. This can be effectively mitigated through efficiency improvements &
interventions in supply chain, thus reducing lead times.

With the present economic conditions that are expected to prevail for foreseeable period, the company aims to develop and implement
measures that will enable the company to minimize the adverse effect. We feel, in today's highly competitive global environment, the
textile sector in Pakistan needs to upgrade its supply chain, improve productivity, and maximize value-addition to be able to survive in
the global market.

CONSOLIDATED FINANCIAL STATEMENT

Consolidated financial statements for the period ended June 30, 2019 of the Company and its subsidiary IL Apparel (Private) Limited
are annexed.
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The Directors would like to thank all stakeholders of the Company including, customers, shareholders, vendors, government
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For & On behalf of the Board of Directors

Sd/- Sd/-
(Navid Fazil) (Jahan Zeb Khan Banth)
Faisalabad, September 23, 2019 (Chief Executive Officer) (Director)



















































































































































































