




































   
  2011 2010
 Note Rupees

ASSETS

Non-current assets

Property, plant and equipment 4 2,248,853,047 2,259,947,983
Long term deposits 5 3,705,000 3,705,000
    2,252,558,047 2,263,652,983

Current assets

Stores, spare parts and loose tools 6 68,898,886 65,724,318
Stock in trade 7 377,671,588 254,686,895
Trade debts 8 24,373,098 29,821,691
Advances 9 38,724,333 23,837,758
Deposits and short term prepayments 10 26,517,930 20,314,143
Advance income tax 11 16,420,577 29,064,883
Sales tax refundable 12 51,510,113 30,009,158
Cash and bank balances 13 18,738,913 4,335,278

    622,855,438 457,794,124

Total assets  2,875,413,485 2,721,447,107

The annexed notes from 1 to 38 form an integral part of these financial statements.

CHIEF EXECUTIVE OFFICER   DIRECTOR

BALANCE SHEET
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AS AT JUNE 30, 2011

CHIEF EXECUTIVE OFFICER   DIRECTOR

      
  2011 2010
 Note Rupees
EQUITY AND LIABILITIES

Equity 

Share capital 14 551,000,000 551,000,000

Accumulated losses   (133,209,710) (331,307,527)
     417,790,290 219,692,473

Surplus on revaluation of property, plant
and equipment 15 489,028,656 520,875,145

Non-current liabilities

Long term financing 16 1,174,342,106 1,353,195,528

Deferred liabilities 17 2,839,766 2,418,898

     1,177,181,872 1,355,614,426

Current liabilities

Trade and other payables 18 91,999,414 145,588,037
Accrued markup 19 65,228,475 37,989,828
Running finance under markup arrangement 20 437,957,473 393,791,666
Current portion of long term financing 16 196,227,305 47,895,532

791,412,667 625,265,063

Contingencies and commitments 21 - -

Total equity and liabilities  2,875,413,485 2,721,447,107

The annexed notes from 1 to 38 form an integral part of these financial statements.
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  2011 2010
 Note  Rupees
   

Sales   22 1,289,332,296 714,986,464

Cost of sales 23 (785,848,472) (694,845,375)

Gross profit  503,483,824 20,141,089

Other operating income / (loss) 24 551,091 (520,182)

     504,034,915 19,620,907

Distribution cost 25 19,902,614 13,502,001

Administrative expenses 26 41,990,425 35,277,121

Other operating expenses 27 9,443,934 459,357

Finance cost 28 253,263,193 243,270,154

     (324,600,166) (292,508,633)

Profit / (loss) before taxation  179,434,749 (272,887,726)

Provision for taxation 29 (13,183,421) 93,742,219

Profit / (loss) for the year  166,251,328 (179,145,507)

Other comprehensive income  - -

Total comprehensive income / (loss) for the year  166,251,328 (179,145,507)

Earning/(loss) per share - basic and diluted 30 3.02 (3.25)

The annexed notes from 1 to 38 form an integral part of these financial statements.   
    
   

CHIEF EXECUTIVE OFFICER   DIRECTOR

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED JUNE 30, 2011
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CHIEF EXECUTIVE OFFICER   DIRECTOR 

  2011 2010
 Note Rupees
   
A. CASH FLOWS FROM OPERATING ACTIVITIES
Profit / (loss) before taxation  179,434,749 (272,887,726)
Adjustments for:
 Depreciation of property, plant and equipment  165,386,896 161,390,615
 (Gain)/Loss on disposal of property, plant and equipment  (551,091) 520,182
 Provision for staff retirement benefits - gratuity  1,967,874 1,951,609
 Finance cost  253,263,193 243,270,154
    599,501,621 134,244,834
Working capital changes
 (Increase) / decrease in current assets
 Stores, spare parts and loose tools  (3,174,568) (2,756,785)
 Stock in trade  (122,984,693) 88,808,323
 Trade debts  5,448,593 18,828,938
 Advances  (14,886,575) 3,517
 Deposits and short term prepayments  (6,203,787) (616,362)
 Sales tax refundable  (21,500,955) 11,292,601
 Other receivables  - 650,238

 Increase in trade and other payables  (53,588,623) (12,929,378)

    (216,890,608) 103,281,092

Cash generated from operations  382,611,013 237,525,926

Finance cost paid  (226,024,546) (240,047,717)
Staff retirement benefits - gratuity paid  (1,547,006) (465,107)
Income taxes paid - net  (539,115) (7,458,739)
    (228,110,667)  (247,971,563)
Net cash from / (used) in operating activities  154,500,346 (10,445,637)

B. CASH FLOWS FROM INVESTING ACTIVITIES 
 Purchase of property, plant and equipment   (155,568,588) (45,444,800)
 Proceeds from disposal of property, plant and equipment  1,827,719 9,950,000
 Long term deposits  - 4,410,220

Net cash used in investing activities  (153,740,869) (31,084,580)

C. CASH FLOWS FROM FINANCING ACTIVITIES
 Repayment of long term financing  (30,521,649) (93,383,207)
 Lease rentals paid  - (347,331)

Net cash used in financing activities  (30,521,649) (93,730,538)

Net decrease in cash and cash equivalents (A+B+C)  (29,762,172) (135,260,755)

Cash and cash equivalents at beginning of the year  (389,456,388) (254,195,633)
Cash and cash equivalents at end of the year 31 (419,218,560) (389,456,388)

The annexed notes from 1 to 38 form an integral part of these financial statements.   
     

CASH FLOW STATEMENT FOR THE YEAR ENDED JUNE 30, 2011
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CHIEF EXECUTIVE OFFICER  DIRECTOR

   Share Accumulated
   capital losses Total
   
            Rupees

Balance at July 01, 2009 551,000,000 (181,634,733) 369,365,267

Loss for the year - (179,145,507) (179,145,507)

Other comprehensive income - - -

Total comprehensive income - (179,145,507) (179,145,507)

Incremental depreciation charged during the year 
transferred to accumulated losses - net 
of deferred tax - 29,472,713 29,472,713

Balance as at June 30, 2010 551,000,000 (331,307,527) 219,692,473

Profit for the year - 166,251,328 166,251,328

Other comprehensive income - - -

Total comprehensive income - 166,251,328 166,251,328

Incremental depreciation charged during the year

transferred to accumulated losses - net 

of deferred tax - 31,846,489 31,846,489

Balance as at June 30, 2011 551,000,000 (133,209,710) 417,790,290

    

    

The annexed notes from 1 to 38 form an integral part of these financial statements.
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED JUNE 30, 2011



1. GENERAL INFORMATION

 1.1 Sitara Peroxide Limited ("the Company")  is limited by shares, incorporated in Pakistan on March 08, 
2004 as a public limited company under the Companies Ordinance, 1984. The Company is listed on 
Karachi Stock Exchange. The registered office of the Company is situated at 601-602, Business 
Centre, Mumtaz Hassan Road, Karachi in the province of Sindh and the manufacturing facilities are 
located at 26-KM Sheikhupura Road, Faisalabad in the province of Punjab.

  The principal activity of the Company is manufacturing and sale of hydrogen peroxide (H2O2).

 1.2 The financial statements are presented in Pak Rupee, which is the Company's functional and 
presentation currency.

2. STATEMENT OF COMPLIANCE AND SIGNIFICANT ESTIMATES 

 2.1 Statement of compliance

  These financial statements have been prepared in accordance with the approved accounting 
standards as applicable in Pakistan. Approved accounting standards comprise of such International 
Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB) 
as notified under the provisions of the Companies Ordinance, 1984, the requirements of the 
Companies Ordinance, 1984 and the directives issued by the Securities and Exchange Commission 
of Pakistan (SECP). Wherever the requirements of the Companies Ordinance, 1984 or the directives 
issued by the SECP differ with the requirements of the IFRS, the requirements of the Companies 
Ordinance, 1984, and the said directives shall take precedence.

 2.2 Standards, interpretation and amendment adopted during the year

  In the current year, the Company has adopted all new Standards issued by the IASB and as notified 
by the SECP that are relevant to its operations and effective for Company's accounting period 
beginning on July 01, 2010.

  Amendments to IFRS 2 - Share based Payment
  Amendments to IFRS 5 - Non-current Assets Held for Sale and Discontinued Operations
  Amendments to IFRS 8 - Operating Segments
  Amendments to IAS 1 - Presentation of Financial Statements
  Amendments to IAS 7 - Statement of Cash Flows
  Amendments to IAS 17 - Leases
  Amendments to IAS 32 - Financial Instruments: Presentation
  Amendments to IAS 36 - Impairment of assets
  Amendments to IAS 39 - Financial Instruments: Recognition and Measurement 
  IFRIC 19 - Extinguishing Financial Liabilities with Equity Instruments

  The adoption of new standards, interpretation and amendments / improvements did not have any 
effect on the financial statements.

 2.3 New, revised and amended standards and IFRIC interpretations that are not yet effective

  The following standards, amendments and interpretations of approved accounting standards are 
effective for accounting periods beginning on or after January 1, 2011. These standards are either not 
relevant to the Company’s operations or are not expected to have significant impact on the 
Company’s financial statements:
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30, 2011



  IFRS 7 Financial Instruments: Disclosures (Amendment) Jan 1, 2011
  IFRS 7 Financial Instruments: Disclosures (Amendment) Jul 1, 2011 

IAS 1 Presentation of Financial Statements (Amendment) Jan 1, 2011
  IAS 12 Income Taxes (Amendment)  Jan 1, 2012
  IAS 24 Related Party Disclosures (Revised)  Jan 1, 2011
  IAS 34 Interim Financial Reporting (Amendment)  Jan 1, 2011
  IFRIC 13 Customer Loyalty Programmes (Amendment)  Jan 1, 2011
  IFRIC 14 IAS 19 – The Limit on a Defined Benefit Asset, Minimum 
    Funding Requirements and Their Interaction (Amendment) Jan 1, 2011

 2.4 SIGNIFICANT ESTIMATES

  The preparation of financial statements in conformity with IFRSs requires management to make 
judgments, estimates and assumptions that affect the application of policies and reported amounts of 
assets, liabilities, income and expenses. The estimates and associated assumptions are based on 
historical experience and various other factors that are believed to be reasonable under 
circumstances, and the results of which form the basis for making judgment about carrying value of 
assets and liabilities that are not readily apparent from other sources. Actual results may differ from 
these estimates.

  The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 
accounting estimates are recognized in the period in which estimates are revised if the revision affects 
only that period, or in the period of the revision and future periods if the revision affects both current 
and future periods. 

  Judgments made by management in the application of IFRSs that have significant effect on the 
financial statements and estimates with a significant risk of material adjustment in the next year are 
discussed in the ensuing paragraphs.

  2.4.1 Employee benefits

   The Company operates an unfunded gratuity scheme (defined benefit plan) for all its 
permanent employees who have completed minimum qualifying period of service as defined 
under the respective scheme. Provisions are made annually to cover the obligation under the 
scheme on the basis of actuarial valuation and are charged to income. The calculation requires 
assumptions to be made of future outcomes, the principal ones being in respect of increases 
in remuneration and discount rate used to derive present value of defined benefit obligation. 
The assumptions are determined by independent actuaries.

  2.4.2 Property, plant and equipment

   The Company reviews the useful lives of property, plant and equipment on regular basis. Any 
change in the estimates in future years might affect the carrying amounts of the respective 
items of property, plant and equipment with a corresponding effect on the depreciation charge 
and impairment.

  2.4.3 Taxation

   The Company takes into account the current income tax laws and decisions taken by appellate 
authorities. Instances where the Company's view differs from the view taken by the income tax 
department at the assessment stage and where the Company considers that its view on items 
of material nature is in accordance with law, the amounts are shown as contingent liabilities.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30, 2011



3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

 3.1 Basis of preparation

  These financial statements have been prepared under historical cost convention modified by:
  - revaluation of certain property, plant and equipment.
  - financial instruments at fair value.
  - recognition of certain employee retirement benefits at present value.

 The principal accounting policies adopted are set out below :

 3.2 Property, plant and equipment

  Property, plant and equipment except freehold land, laboratory equipment, office equipment, furniture 
and fittings, vehicles and capital work-in-progress are stated at revalued amounts less accumulated 
depreciation and impairment in value, if any. Freehold land is stated at revalued amount. Laboratory 
equipment, office equipment, furniture and fittings and vehicles are stated at cost less accumulated 
depreciation and impairment in value, if any. Capital work-in-progress is stated at cost less impairment 
in value, if any. Cost also includes borrowing cost wherever applicable.

  Assets' residual values, if significant and their useful lives are reviewed and adjusted, if appropriate at 
each balance sheet date.

  When significant parts of an item of property, plant and equipment have different useful lives, they are 
recognized as separate items of property, plant and equipment.

  Subsequent costs are recognized as part of asset, only when it is probable that future economic 
benefits associated with the item will flow to the Company and the cost of the item can be measured 
reliably. All other repair and maintenance costs are charged to income during the period in which they 
are incurred.

  Depreciation is charged to profit and loss account applying the straight line method over its estimated 
useful life at the rates specified in relevant note to the financial statements. Depreciation on additions 
to property, plant and equipment is charged from the month in which property, plant and equipment 
is available for use while no depreciation is charged for the month in which property, plant and 
equipment is disposed off.

  Surplus arising on revaluation of property, plant and equipment is credited to surplus on revaluation 
of property, plant and equipment. The surplus on revaluation of property, plant and equipment to the 
extent of incremental depreciation charged on the related property, plant and equipment during the 
year is transferred by the Company to its un-appropriated profit / (loss). 

  Gains or losses on disposal of assets, if any, are included in the profit and loss account, as and when 
incurred.

  All expenditures connected with specific assets incurred during installation and construction period 
are carried under capital work-in-progress. These are transferred to specific assets as and when these 
assets are available for use.

  Capital work-in-progress

  All expenditure connected with specific assets incurred during installation and construction period are 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30, 2011



  carried under capital work-in-progress. These are transferred to specific assets as and when these 
assets are available for use.

 3.3 Stores, spare parts and loose tools

  These are valued at cost less allowance for the obsolete and slow moving items. Cost is determined 
using moving average method. Items in transit are valued at cost comprising invoice value and other 
charges incurred thereon.

 3.4 Stock in trade 

  These are valued at lower of cost and net realizable value. Cost is determined as follows: -

  Raw material - weighted average cost.
  Work in process - average manufacturing cost.
  Finished goods - average manufacturing cost.
  Waste  - net realizable value.

  Average manufacturing cost in relation to work-in-process and finished goods includes prime cost and 
appropriate production overheads, based on normal capacity.

  Net realizable value signifies the estimated selling price in the ordinary course of business less 
estimated costs of completion and estimated costs necessary to make the sale.

 3.5 Impairment

  The Company assesses at each balance sheet date whether there is any indication that assets except 
deferred tax assets may be impaired. If such indication exists, the carrying value of such assets are 
reviewed to assess whether they are recorded in excess of their recoverable amount. Where carrying 
values exceed the respective recoverable amount, assets are written down to their recoverable 
amounts and the resulting impairment loss is recognized in profit and loss account, unless asset is 
carried at a revalued amount, in which case the impairment loss is treated as a revaluation decrease.

  The recoverable amount is the higher of an asset's fair value less costs to sell and value in use. 

  Where impairment loss subsequently reverses, the carrying amount of the assets is increased to the 
revised recoverable amount but limited the extent of the carrying value that would have been 
determined (net of depreciation and amortization) had no impairment loss been charged in the 
previous periods. Reversal of impairment loss is recognized as income.

 3.6 Financial instruments

  Financial assets and financial liabilities are recognized when the Company becomes a party to the 
contractual provisions of the instrument and de-recognized when the Company loses control of the 
contractual rights that comprise the financial asset and in case of financial liability when the 
obligation specified in the contract is discharged, cancelled or expired.

  The gain or loss on disposal of financial instruments is recognized immediately in the profit and loss 
account.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30, 2011



  Particular recognition methods adopted by the Company are disclosed in the individual policy 
statements associated with each item of financial instruments.

 3.7 Trade debts and other receivables 

  Trade debts and other receivables are carried at original invoice amount less an estimate made for 
doubtful receivables based on review of outstanding amounts at the period end. Balances considered 
bad and irrecoverable are written off when identified.

 3.8 Cash and cash equivalents 

  Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of cash flow 
statement, cash and cash equivalents consist of cash in hand, balances with banks, highly liquid 
short-term investments that are convertible to known amount of cash and are subject to insignificant  
risk of change in value and running finance under markup arrangement.

 3.9 Trade and other payables

  Liabilities for trade and other payables are measured at cost which is the fair value of the consideration 
to be paid in the future for goods and services received whether billed to the Company or not.

 3.10 Staff retirement benefits - gratuity

  The Company operates an unfunded gratuity scheme (defined benefit plan) for its permanent 
employees who have completed minimum qualifying period of service as defined under the respective 
scheme. Provisions are made to cover the obligations under the schemes on the basis of actuarial 
valuation and are charged to income.

  The amount recognized in the balance sheet represents the present value of defined benefit 
obligations as adjusted for unrecognized actuarial gains and losses.

  Actuarial gains / losses are recognized in accordance with the limits set-out by IAS - 19 "Employee 
Benefits".

  Cumulative net unrecognized actuarial gains and losses at the end of previous period which exceeds 
10% of the present value of the Company's gratuity is amortized over the average expected remaining 
working lives of the employees.

  Details of the scheme are given in relevant note to these financial statements.

  The Company provides for compensated absences of its employees on unavailed balance of leaves 
in the period in which the leaves are earned.

 3.11 Provisions

  Provisions are recognized in the balance sheet when the Company has a present, legal or constructive 
obligation as a result of past events, it is probable that an outflow of resources embodying economic 
benefits will be required to settle the obligation, and a reliable estimate of the amount of obligation can 
be made. Provisions are reviewed at each balance sheet date and adjusted to reflect the current best 
estimate.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30, 2011



 3.12 Revenue recognition

  Revenue is measured at the fair value of the consideration received or receivable and represents 
amounts receivable for goods and services provided in the normal course of business.

  Revenue from local sales is recognized when goods are dispatched to customers.

  Revenue from export sales is recognized on shipment of goods to customers.

 3.13 Borrowings

  Borrowings are recognized initially at fair value, net of transaction costs incurred.  Borrowings are 
subsequently stated at amortized cost. Any difference between the proceeds (net of transaction costs) 
and the redemption value is recognized in the income statement over the period of the borrowings 
using the effective interest method. Borrowings are classified as current liabilities unless the Company 
has an unconditional right to defer settlement of liability for at least twelve months after the balance 
sheet date.

 
 3.14 Borrowing costs

  Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, 
which are assets that necessarily take a substantial period of time to get ready for their intended use 
or sale, are added to the cost of those assets, until such time as the assets are substantially ready for 
their intended use or sale. Investment income earned on the temporary investment of specific 
borrowings pending their expenditure on qualifying assets is deducted from the borrowing costs 
eligible for capitalization.

  All other borrowing costs are recognized in profit or loss account for the year. 

 3.15 Taxation

  Current

  The charge for current taxation is based on taxable income at the current rate of taxation after taking 
into account applicable tax credits, rebates and exemptions available, if any, or minimum taxation as 
per Income Tax Ordinance 2001, whichever is higher. However, for income covered under final tax 
regime, taxation is based on applicable tax rates under such regime.

  Deferred

  Deferred tax is provided using the balance sheet liability method for all temporary differences at the 
balance sheet date between tax bases of assets and liabilities and their carrying amount for financial 
reporting purposes. In this regard, the effects on deferred taxation of the portion of income subject to 
final tax regime is also considered in accordance with the requirement of  "Technical Release - 27" and 
"Technical Release - 30" of the Institute of Chartered Accountants of Pakistan.

  Deferred tax liability is recognized for all taxable temporary differences while deferred tax asset is 
recognized for all deductible temporary differences and carry forward of unused tax losses, if any, to 
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period 
when the asset is realized or the liability is settled, based on the tax rates that have been enacted or
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30, 2011



  the extent that it is probable that taxable profit will be available against which such temporary 
differences and tax losses can be utilized.

  substantively enacted at the balance sheet date. 

  Deferred tax is charged or credited in the income statement, except in the case of items credited or 
charged to equity, in which case it is included in equity.

 3.16 Foreign currencies

  Transactions in currencies other than Pakistani Rupee are recorded at the rates of exchange prevailing 
on the dates of the transactions. At each balance sheet date, monetary assets and liabilities that are 
denominated in foreign currencies  are translated at the rates prevailing on the balance sheet date 
except where forward exchange contracts have been entered into for repayment of liabilities in that 
case, the rates contracted for are used. 

  Gains and losses arising on retranslation are included in profit or loss for the year.

 3.17 Related party transactions

  Transactions with related parties are priced on arm’s length basis.  Prices for these transactions are 
determined on the basis of comparable uncontrolled price method, which sets the price by reference 
to comparable goods and services sold in an economically comparable market to a buyer unrelated 
to the seller.

 3.18 Off-setting of financial assets and financial liabilities

  A financial asset and a financial liability is offset and the net amount reported in the balance sheet, if 
the Company has a legal enforceable right to set off the transaction and also intends either to settle on 
a net basis or to realize the asset and settle the liability simultaneously.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30, 2011
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 4.3 In the year 2009 revaluation of property, plant and equipment except laboratory equipment, office 
equipment, furniture and fixtures and vehicles was carried out by M/S Maricon Consultants (Pvt) 
Limited, independent valuers not connected with the Company and was incorporated in the financial 
statements for the year ended June 30, 2009. This revaluation resulted in surplus of Rs. 767,246,303. 
Forced sale value is used as basis for revaluation of these property, plant and equipment. Anterior to 
fixing forced sale value allowance of 15% have been considered for all relevant aspects including 
location, size, environment, marketability, in the area and the economic / political conditions of the 
country. 

 4.4 The revaluation surplus, net of deferred tax, has been credited to surplus on revaluation of property, 
plant and equipment.

 4.5 Had there been no revaluation the cost, accumulated depreciation and book value of revalued assets 
would have been as under:

 
     Cost Accumulated  Book  value
      depreciation
      Rupees
  Freehold land 65,112,852 - 65,112,852
  Building on freehold land 159,775,569 23,564,271 136,211,298
  Plant and machinery 1,419,565,155 308,127,347 1,111,437,808
  Electric installation 146,626,329 48,669,861 97,956,468
  Factory equipment  10,414,714 3,592,732 6,821,982
   2011 1,801,494,619 383,954,211 1,417,540,408

   2010 1,784,699,976 266,076,362 1,518,623,614

     2011  2010
    Note  Rupees

 4.6 Capital work in progress

  Advances for fixed assets 4.6.1 88,791,257 7,374,753
  Civil works  54,093,084 -

     142,884,341 7,374,753

 4.6.1 Advances for fixed assets include advance of Rs. 41,000,000 (2010 : Nil) to Sitara Builders (Private) 
Limited , an associated company, for the purchase of land.

     2011  2010
      Rupees

5. LONG TERM DEPOSITS

 Security deposit for electricity connection  3,640,000 3,640,000
 Security deposit to Central Depository Company of Pakistan Limited 50,000 50,000
 Other deposit  15,000 15,000
     3,705,000 3,705,000
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     2011  2010
    Note  Rupees
6. STORES, SPARE PARTS AND LOOSE TOOLS

 Stores   33,334,143 32,187,378
 Spare parts  35,539,801 33,509,312
 Loose tools  24,942 27,628
     68,898,886 65,724,318

7. STOCK IN TRADE

 Raw material  140,458,064 19,687,589
 Work-in-process  191,576,142 203,054,982
 Finished goods  7,402,932 5,883,994
 Packing material  38,234,450 26,060,330
     377,671,588 254,686,895

8. TRADE DEBTS

 Unsecured and considered good
  From related party - Sitara Textile Industries Limited  3,990,000 4,681,740
  Others - local  20,383,098 25,139,951
     24,373,098 29,821,691

9. ADVANCES

 Considered good
 Advances to:
  Employees against salary - secured  4,743,717 670,550
  Employees for expenses - unsecured  2,555,302 1,719,746
  Suppliers - unsecured (Local)  29,146,413 21,447,462
  Suppliers - unsecured (Foreign)  2,278,901 -
     38,724,333 23,837,758

10. DEPOSITS AND SHORT TERM PREPAYMENTS

 Deposits  10.1 26,517,930 20,313,143
 Prepaid insurance  - 1,000
     26,517,930 20,314,143

 10.1 This represents Rs. 18,809,059 (2010 : Rs. 18,809,059) deposited with Nazir of the Honorable Sindh 
High Court. It was required by the said court to file writ petition against the recovery notice issued by 
the Custom department to deposit Government dues amounting Rs. 18,809,059 involved in clearance 
of import shipments.
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     2011  2010
      Rupees

11. ADVANCE INCOME TAX

 Balance at beginning of year  29,064,883 25,350,428
  Add: Paid during the year  15,230,183 12,347,930
     44,295,066 37,698,358
  Less: Adjusted / refund received during the year  (14,691,068) (4,889,191)
  Provision for taxation  (13,183,421) (3,744,284)
 Balance at end of year  16,420,577 29,064,883

12. SALES TAX REFUNDABLE 

 This represents accumulated difference of input tax on purchases and out put tax payable.

     2011  2010
      Rupees
13 CASH AND BANK BALANCES

 Cash in hand   320,542  208,789
 Cash at banks - current account  18,418,371 4,126,489
     18,738,913 4,335,278

14 SHARE CAPITAL

 2011  2011  2011  2010
  Number of shares   Rupees
   
      Authorised  
   60,000,000 60,000,000 Ordinary shares of Rs. 10 600,000,000 600,000,000
     each

     Issued, subscribed and paid-up 
     Ordinary shares of Rs. 10 each
   55,100,000 55,100,000 fully paid in cash 551,000,000 551,000,000
  
     
 14.1 There is no movement in issued, subscribed and paid up capital during the year.

 14.2 The Company has only one class of ordinary shares which carry no right to fixed income. The holder 
of ordinary shares are entitled to receive dividend as declared from time to time and are entitled to 
vote at meetings of the Company. All shares rank equally with regard to Company's residual assets.

 14.3 The Company has no reserved shares for issue under option and sales contracts.

 14.4 3,500,000 (2010: 3,500,000) ordinary shares of Rs. 10 each are held by Sitara Chemical Industries 
Limited  and 210,000 (2010 : 210,000) by Sitara Fabrics Limited, associated undertakings 
respectively. 35
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     2011  2010
    Note  Rupees
15. SURPLUS ON REVALUATION OF PROPERTY,
 PLANT AND EQUIPMENT

 Balance at beginning of the year  520,875,145 550,347,858
 Transfer to Accumulated losses in respect of  
 incremental depreciation charged during the
  year - net of deferred tax 15.1 31,846,489 29,472,713

 Balance at end of the year  489,028,656 520,875,145

 15.1 Incremental depreciation charged
     during the year transferred to accumulated losses  45,098,666 45,342,635
  Less : deferred tax liability relating to incremental depreciation 13,252,177 15,869,922
     31,846,489 29,472,713 

    
16. LONG TERM FINANCING

 Secured - from banking companies

  Under diminishing musharaka arrangements
   Balance at beginning of year  1,312,500,000 1,400,000,000
   Less: paid during the year  - 87,500,000
   Less: current portion  138,157,894 -
   Balance at the end of year 16.1 1,174,342,106 1,312,500,000

  Under diminishing musharaka arrangements 
   Balance at beginning of year  81,391,060 85,674,800
   Less: paid during the year  30,521,649 4,283,740
   Less: current portion  50,869,411 40,695,532
   Balance at the end of year 16.2 - 40,695,528

 Unsecured

  From director
   Balance at beginning of year  7,200,000 7,200,000
   Less: current portion  7,200,000 7,200,000
   Balance at the end of year 16.3 - -

  From chief executive officer
   Balance at beginning of year  - 1,599,467
   Add: obtained during the year  20,000,000 -
   Less: paid during the year  20,000,000 1,599,467
   Less: current portion  - -
   Balance at the end of year 16.4 - -
     1,174,342,106 1,353,195,528

 16.1 During the year ended June 30, 2009 the Company had issued privately placed diminishing 
musharaka based SUKUK certificates ("the certificates") arranged by consortium of banks through 
trustee, amounting to Rs. 1,400 million. On 28 June 2010 the Company had entered into first 
supplemental musharaka agreement through trustee for redemption of remaining balance amounting 
to Rs. 1,312 million. The salient terms and conditions are as follows:
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  Outstanding principal balance is to be redeemed in nineteen equal quarterly installments 
commencing from February 19, 2012.  

  During the year certificates carried rentals at the rate of three months KIBOR plus 1.10% per annum, 
payable quarterly in arrears. Following pricing mechanism has been agreed for remaining six years 
of the facility:

   February 19, 2010 to February 19, 2012: Base rate plus 110 bps per annum. 
   February 19, 2012 to February 19, 2014 : Base rate plus 150 bps per annum. 
   February 19, 2014 to August 19, 2016 : Base rate plus 200 bps per annum. 
   (Base rate is the average three months KIBOR).

  The Company has a call option in accordance with terms and conditions of the entire amount or 
partial amount of the issue in multiples of Rs. 140 million. The Company shall use at least 80% of its 
free cash flows, if available, in exercising the call option to the extent of the available amount.

  The Company shall not declare any dividend during the entire tenor of these SUKUK issue.

  The certificates are secured by first charge on fixed assets of the Company through equitable 
mortgage of land and building, hypothecation charge on plant and machinery amounting to Rs. 1,866 
million and personal guarantees of Chief Executive Officer and one director of the Company.

 16.2 This facility had been obtained during the year 2009 from Meezan Bank Limited to finance the 
purchase of two Gas Gensets. This facility carries mark-up at the rate of  three months KIBOR plus 
1.75% per annum with floor of 10.0% and cap of 22.0%, payable quarterly. Tenor of this facility is three 
years, including grace period of one year. The principal is payable in eight equal quarterly 
installments commencing from September 2010. This facility is secured against the specific charge 
on the purchased asset. During the year three installments of principal have been paid by the 
Company. 

 16.3 This is unsecured and interest free loan from director of the Company. This loan is repayable on 
demand by the director of the Company.

 16.4 This loan is obtained from chief executive officer of the company. During the year the loan has been 
fully paid by the company.

 16.5 The exposure of the Company’s borrowings to interest rate changes and the contractual repricing 
dates at the balance sheet dates are as follows: 

   Effective rate of 2011 2010
 Maturity  interest Rupees

  6 months or less Ranging from  30,521,649  20,347,766
  6 - 12 months 14.63% to 15.53%  158,505,656  20,347,766
  1 - 5 years per annum 1,105,263,152 1,353,195,528
  Over 5 years  69,078,954 -
     1,363,369,411 1,393,891,060

 16.6  The carrying amount under long term financing is same as fair value.
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     2011  2010
    Note  Rupees

17. DEFERRED LIABILITIES

 Staff retirement benefits - gratuity 17.1 2,839,766 2,418,898
 Deferred taxation 17.2 - -
     2,839,766 2,418,898

 17.1 Staff retirement benefits - gratuity

  The calculation requires assumptions to be made of future outcomes, the principal ones being in 
respect of increases in remuneration and discount rate used to derive present value of defined benefit 
obligation. The assumptions are determined by independent actuaries. The results of the actuarial 
valuation carried out as at June 30, 2011 are as follows:

 
  Movement in net liability recognized in the balance sheet:
     2011  2010
      Rupees

  Balance at beginning of year  2,418,898 932,396
  Add: expense charged to profit and loss account  1,967,874 1,951,609
  Less: paid during the year  1,547,006 465,107
  Balance at end of year  2,839,766 2,418,898

  Balance sheet reconciliation as at balance sheet date: 

  Present value of obligations  3,710,166 3,481,431
  Less: unrecognized actuarial losses  870,400 1,062,533
  Liability recognized in the balance sheet  2,839,766 2,418,898

  Charge for the year:
  Current service cost  1,285,865 1,627,794
  Interest cost  503,412 265,684
  Actuarial losses recognized  178,597 58,131
  Expense recognized in the profit and loss account  1,967,874 1,951,609
  
  Principal actuarial assumptions:
  Discount rate - per annum  14% 14%
  Expected rate of growth per annum in future salaries  14% 14%
  Average expected remaining working life time of employees 4 years 5 years

  The most recent valuation was carried out as at June 30, 2011 using the “Projected Unit Credit 
Method”.

 17.1.1 History of present value of deferred employee benefits

     2011 2010 2009
     Rupees Rupees Rupees
   Present value of defined obligations at the
       end of year 3,710,166 3,481,431 1,358,944
   Experience adjustment arising on plan
       liabilities losses 870,400 1,062,533 (426,548)
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     2011  2010
    Note  Rupees
 17.2 Deferred taxation

   The balance of deferred tax is in respect of 
   following temporary differences:

   Depreciation on property, plant and equipment  357,170,921 288,937,441
   Provision for employee benefits - unfunded  (951,152) (778,885)
   Unused tax losses  (488,648,482) (489,187,079)
      (132,428,713) (201,028,523)
   Deferred tax liability on account of surplus 
   arose on revaluation of property, plant and
   equipment during the year  132,428,713 201,028,523
      - -

18. TRADE AND OTHER PAYABLES

 Creditors  18.1 40,985,160 16,253,423
 Advances from customers  8,931,706 30,684,756
 Payable to associates 18.2 10,134,026 56,861,934
 Accrued liabilities  21,917,718 40,444,231
 Retention money  278,778 671,387
 Withholding tax  298,092 152,306
 Worker's profit participation fund  9,443,934 -
 Worker's welfare fund 21.1.2 - -
 Others   10,000 520,000
     91,999,414 145,588,037

 18.1 These include Rs. 2,550,141 (2010: Rs. 829,026) payable to Sitara Chemical Industries Limited 
(associated company) in ordinary course of business.

 18.2 This includes Rs. 7,903,891 (2010: 55,442,312) payable to Sitara Energy Limited (associated 
company) and Rs. 2,230,135 (2010: Rs. 1,419,622) payable to Sitara Chemical Industries Limited 
(associated company) against common expenses share.

     2011  2010
      Rupees
19. ACCRUED MARKUP

 Mark-up accrued on:
  Long-term financing  55,641,648 24,478,165
  Short-term borrowings  9,586,827 13,511,663
     65,228,475 37,989,828

20. RUNNING FINANCE UNDER MARKUP ARRANGEMENT 

 From banking companies - secured  437,957,473 393,791,666

 20.1 The aggregate unavailed running finance facilities amounting to Rs. 10.042 million (2010: Rs.65 
million)

 20.2 These fund based facilities have been obtained from various banks for working capital requirements, 
under mark-up arrangements against aggregate sanctioned limit of Rs. 448 million (2010: Rs. 453 
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  million). These facilities carry mark-up at the rates ranging from three months KIBOR plus 1.25% to 
three months KIBOR plus 3.75% (2010: three months KIBOR plus 1.25% to three months KIBOR plus 
3.50%) per annum on daily product payable quarterly. The aggregate short term borrowings facilities 
are secured against first pari passu charge amounting to Rs. 601 million (2010 : Rs. 700 million) over 
current assets, equitable mortgage charge amounting to Rs. 179.5 million (2010 : Rs. 400 million) over 
fixed assets of the Company, ranking charge amounting to Rs 100 million (2010 : Nil) over present and 
future current assets of the Company and personal guarantee of directors amounting to Rs. 340 
million. These facilities are expiring on various dates by March 31, 2012.

 20.3 Facilities available for opening letter of credit amounting to Rs. 250 million (2010: Rs. 300 million) of 
which facilities amounting to Rs. 74.04 million (2010: Rs. 73.44 million ) were utilized at the year end. 
These facilities are secured against lien on shipping documents. These facilities are expiring on 
various dates by March 31, 2012.

     2011  2010
      Rupees
21. CONTINGENCIES AND COMMITMENTS

 21.1 Contingencies

 21.1.1 Bank guarantees  issued by Faysal bank Ltd in favour 
  of Sui Northern Gas Pipelines Limited for supply of gas 50,000,000 40,068,000

 21.1.2 Workers' welfare fund

  Through the Finance Act, 2006 an amendment was made in section 2(i) of the Workers' Welfare 
Fund Ordinance, 1971 (the WWF Ordinance) whereby the definition of 'total income' has been 
amended, the effect of the amendment is that the term "total income" for the purposes of the WWF 
Ordinance is deemed to be 'profit before taxation' as per the accounts or ‘declared income’ as per 
the return whichever is higher.

  Based on the legal advice and judgment of High Court of Sindh in a similar case it is ascertained 
that under section 4(1) of the WWF Ordinance the incidence of WWF is not just on "total income" but 
on the total income which is "assessable" under the Income Tax Ordinance,  2001 (the Tax 
Ordinance), and the term "assessable" under the Tax Ordinance means “income which is given the 
benefit of depreciation, brought forward / carry forward losses and excludes income falling under 
the Final Tax Regime (FTR) i.e. declared income”. Since the Company’s total income falls under the 
FTR and is fully exempt against WWF liability. 

  Further, through Finance Act, 2008 amendments were made in the WWF Ordinance, where in 
mainly section 4(5) the term "assessed income" has been substituted with the term "total income" 
this means that purportedly the WWF is to be charged at 2% of the "total income", as defined and 
amended in section 2(i) through Finance Act, 2006. 

  During the year, Lahore High Court vide its judgment on a similar case has declared the 
amendments introduced vide Finance Act, 2006 and Finance Act, 2008 in the WWF Ordinance as 
unconstitutional and therefore struck down on the basis that the contribution paid towards the fund 
under the WWF Ordinance is a fee and not a tax.  

  In view of the afore mentioned grounds submitted, the management now believes that there is no 
compelling reason to record provision on account of WWF contribution in the financial statements. 
Further, the management also expects that the petition against the applicability of WWF pending in 
the Honourable High Court of Sindh on the subject as referred above will be decided in favour of the 

40

S
itara P

ero
xid

e Lim
ited

20
1

1
 A

nnual R
ep

o
rt

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30, 2011



  petitioner. The aggregate unrecognised amount of WWF as at June 30, 2011 amounted to Rs. 3.518 
million.

     2011  2010
    Note  Rupees
 21.2 Commitments

  Irrevocable letters of credit for:
   Raw material  67,751,817 -
   Packing material  6,198,642 66,188,461
   Spares  - 5,261,764
   Equipment  91,938 -
     74,042,397 71,450,225

22. SALES 

  Local sales  1,275,072,859 723,295,781
  Less: Commission and discount  (22,060,300) (16,379,741)
     1,253,012,559 706,916,040
  Export sales  36,319,737 8,070,424
     1,289,332,296 714,986,464

23. COST OF SALES

 Raw material consumed 23.1 77,497,385 119,002,618
 Fuel and power  179,178,554 164,490,540
 Packing material consumed  173,483,590 132,910,662
 Stores, spare parts and loose tools consumed  15,070,713 8,054,010
 Salaries, wages and benefits 23.2 30,096,857 29,833,262
 Repairs and maintenance  20,106,519 7,599,531
 Insurance   6,167,642 6,363,057
 Depreciation 4.1.1 164,258,110 158,927,850
 Traveling and conveyance  282,365 459,183
 Vehicle running and maintenance  943,470 659,586
 Entertainment  350,578 160,153
 Others   70,138 61,938
     667,505,921 628,522,390
 Work-in-process
  Balance at beginning of year  203,054,982 206,684,397
  Balance at end of year 7 191,576,142 203,054,982
     11,478,840 3,629,415

 Cost of goods manufactured  678,984,761 632,151,805
 
 Finished goods
  Balance at beginning of year  5,883,994 68,577,564
  Balance at end of year 7 7,402,932 5,883,994
     (1,518,938) 62,693,570
   Cost of goods sold - own manufactured products  677,465,823 694,845,375
   - Purchased goods  108,382,649 -
     785,848,472 694,845,375
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     2011  2010
    Note  Rupees
 23.1 Raw material consumed
  Balance at beginning of year  19,687,589 31,997,549
  Purchases  198,267,860 106,692,658
     217,955,449 138,690,207
  Less: Balance at end of year 7 140,458,064 19,687,589
     77,497,385 119,002,618

 23.2 Salaries, wages and benefits include Rs. 1,699,474 (2010: Rs. 1,561,287) in respect of employee 
benefits.

     2011  2010
      Rupees

24. OTHER OPERATING INCOME / (LOSS)

 Gain / (loss) on sale of operating assets 4.2 551,091 (520,182)

25. DISTRIBUTION COST
 Salaries and benefits  2,120,243 2,270,669
 Traveling and conveyance  347,356 122,440
 Vehicle running and maintenance  299,678 229,201
 Entertainment  83,402 55,098
 Freight and octroi   16,021,813 10,002,517
 Commission on export sales  5,000 41,500
 Depreciation 4.1.1 563,028 386,810
 Other expenses   462,094 393,766
     19,902,614 13,502,001

26. ADMINISTRATIVE EXPENSES
 Salaries and benefits 26.1 24,145,587 17,468,462
 Director's remuneration 32 4,468,153 3,896,843
 Printing and stationery  1,471,365 1,553,997
 Insurance   269,151 450,673
 Repairs and maintenance  126,271 337,159
 Traveling and conveyance  1,855,892 3,127,732
 Rent, rates and taxes  120,220 111,600
 Vehicle running and maintenance  228,409 929,851
 Entertainment  64,363 186,994
 Telephone and postage  754,469 646,536
 Advertisement  329,050 176,534
 Fees, subscription and periodicals  1,983,499 1,534,146
 Charity and donations 26.2 2,613,881 -
 Legal and professional charges  1,359,652 1,674,086
 Auditors' remuneration 26.3 900,000 657,345
 Depreciation 4.1.1 565,758 2,075,955
 Others   734,705 449,208
     41,990,425 35,277,121

 26.1 Salaries and benefits include Rs. 424,868 (2010: Rs. 390,322) in respect of staff retirement benefits.
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 26.2 It includes Rs. 2,613,881 (2010: Rs. Nil) donated to Aziz Fatima Trust (AFT), Faisalabad which is 
primarily running a charitable hospital for needy and poor people. Mr. Haji Bashir Ahmed, Mr. Imran 
Ghafoor, Mr. Javed Iqbal and Mr. Muhammad Adrees, the directors of the Company are also the 
Trustees of the AFT.

     2011  2010
    Note  Rupees

 26.3 Auditors' remuneration

  Statutory audit fee  500,000 350,000
  Half yearly review  200,000 150,000
  Compliance report on Code of Corporate Governance  125,000 125,000
  Out of pocket expenses  75,000 32,345
     900,000 657,345

27. OTHER OPERATING EXPENSES

 Worker's profit participation fund  9,443,934 -
 Worker's welfare fund 21.1.2 - -
 Exchange loss  - 459,357
     9,443,934 459,357

28. FINANCE COST

 Mark-up on:
  Long term financing from banking companies  194,567,867 192,885,647
  Long term financing from chief executive officer  - 27,051
  Running finance  55,234,516 47,611,382
  Bank charges and commission  3,460,810 2,746,074
     253,263,193 243,270,154

29. PROVISION FOR TAXATION

 Current   13,183,421 3,744,284
 Deferred   - (97,486,503)
     13,183,421 (93,742,219)

 29.1 Assessments of the Company for the tax years 2004 to 2010 are deemed to have been completed 
under section 120(1) of the Income Tax Ordinance, 2001. However, the tax year 2007 has been 
selected for audit under section 177 of the Income Tax Ordinance, 2001. Audit proceedings for the said 
tax year are still in progress.

 29.2 Numerical reconciliation between the average tax rate and applicable tax rate has not been presented 
in these financial statements as the Company is chargeable to minimum tax under section 113 of the 
Income Tax Ordinance, 2001.
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30. EARNING PER SHARE - BASIC AND DILUTED 

 The calculation of basic loss per share is based on the following data:

     2011  2010
      Rupees
     
 Profit / (loss) for the year Rupees 166,251,328 (179,145,507)
 Weighted average number of ordinary shares Number 55,100,000 55,100,000
 Earning per share - basic Rupees 3.02 (3.25)

 No figure for diluted loss per share has been presented as the Company has not issued any instrument 
carrying options which would have an impact on earnings per share when exercised.

     2011  2010
      Rupees

31. CASH AND CASH EQUIVALENT

 Cash and bank balances  18,738,913 4,335,278
 Running finance under markup arrangement  (437,957,473) (393,791,666)
     (419,218,560) (389,456,388)

32. REMUNERATION TO CHIEF EXECUTIVE OFFICER AND EXECUTIVES

 The aggregate amount charged in accounts for the year for remuneration including all benefits to Chief 
executive officer and executives of the Company were as follows:

 
 2011 2010
 Chief Executive Officer Executive Chief Executive Officer Executive
       Rupees

 Basic salary 2,902,512 3,858,819 2,468,019 3,166,008
 House rent 1,306,130 1,157,645 1,110,553 949,800
 Utilities allowance 144,909 385,877 123,271 316,584
 Medical allowance 114,602 385,884 195,000 316,608
 Special allowance  - 46,613 - 51,000
    4,468,153 5,834,838 3,896,843 4,800,000
 
 Number of persons 1 5 1 5

 32.1 Chief executive officer and three executives are also provided with Company maintained car.

 32.2 No remuneration or meeting fee was paid to the directors and chief executive officer of the Company.

33. TRANSACTIONS WITH RELATED PARTIES

 The related parties comprise associated companies, directors, key management personnel and post 
employment benefit plans. The Company in the normal course of business carries out transactions with 
various related parties. Amounts due from and due to related parties are shown under receivables and 
payables and remuneration of chief executive officer and executives is disclosed in note 32 to these 
financial statements. Other significant transactions with related parties are as follows:
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     2011  2010
      Rupees
 Nature of Relationship Nature of transaction
 Associated companies 
    Organizational expenses 1,122,235 406,762
    Purchases 20,554,653 20,043,351
    Sales  17,221,000 9,668,160
    Sale of fixed assets 1,327,719 -
    Sale of store and spares 569,014 -
 Key management personnel  
    Loan obtained from 
    chief executive officer 20,000,000  -
    Repayment of loan from 
    chief executive officer 20,000,000 1,599,467

    Markup accrued on borrowing 
    from chief executive officer - 27,051

    Remuneration and other benefits 10,148,487 8,696,843

 Employee benefit plan Paid during the year 1,547,006 465,107

 33.1 All transactions with related parties have been carried out at arm’s length.

     2011  2010
      Rupees

34. PLANT CAPACITY AND ACTUAL PRODUCTION

 Production Capacity  30,000 30,000
 Actual production  22,244 17,971

 34.1 The average production during the year was 74% (2010: 60%). The main reason was the energy 
crises in the country which has adversely affected the industrial growth.

35. FINANCIAL RISK MANAGEMENT

 The Company has exposures to the following risks from its use of financial instruments:
 Credit risk
 Liquidity risk
 Market risk

 This note presents information about the Company’s exposure to each of the above risks, the Company’s 
objectives, policies and processes for measuring and managing risk, and the Company’s management of 
capital. Further quantitative disclosures are included throughout these financial statements.

 The Board of Directors has overall responsibility for the establishment and oversight of the Company’s risk 
management framework. The Board is responsible for developing and monitoring the Company’s risk 
management policies.

 The Company’s risk management policies are established to identify and analyze the risks faced by the 
Company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk 
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 management policies and systems are reviewed regularly to reflect changes in market conditions and the 
Company's activities. The Company, through its training and management standards and procedures, 
aims to develop a disciplined and constructive control environment in which all employees understand  
their roles and obligations. All derivative activities for risk management purposes are carried out by 
specialist teams that have the appropriate skills, experience and supervision. It is the Company’s policy 
that no trading in derivatives for speculative purposes shall be undertaken. The Board of Directors reviews 
and agrees policies for managing each of these risks.

 The Company's Audit Committee oversees how management monitors compliance with the Company’s 
risk management policies and procedures and reviews the adequacy of the risk management framework 
in relation to the risks faced by the Company. The Audit Committee is assisted in its oversight role by 
Internal Audit. Internal Audit undertakes both regular and adhoc reviews of risk management controls and 
procedures, the results of which are reported to the Audit Committee.

 35.1 Credit risk and concentration of credit risk

  Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial 
instrument fails to meet its contractual obligations. To manage credit risk the Company maintains 
procedures covering the application for credit approvals, granting and renewal of counterparty limits 
and monitoring of exposures against these limits. As part of these processes the financial viability of 
all counterparties is regularly monitored and assessed.

  The Company is exposed to credit risk from its operating activities primarily for local trade debts, 
advances and other receivables.

  The Company does not hold collateral as security.

  The Company’s credit risk exposures are categorized under the following headings: 
  
  Counterparties

  The Company conducts transactions with the following major types of counterparties:

  Trade debts

  Trade debts are essentially due from local customers and foreign customers against sale of hydrogen 
peroxide and the Company does not expect these counterparties to fail to meet their obligations. 
Sales to the Company’s customers are made on specific terms. Customer credit risk is managed by 
each business unit subject to the Company’s established policy, procedures and controls relating to 
customer credit risk management. Credit limits are established for all customers based on internal 
rating criteria. Credit quality of the customer is assessed based on an extensive credit rating. 
Outstanding customer receivables are regularly monitored and shipments to the foreign customers 
are generally covered by letters of credit or other form of credit insurance.

  Banks

  The Company limits its exposure to credit risk by conducting transactions only with counterparties 
that have a credit rating of at least A1 and A. Given these high credit ratings, management does not 
expect any counterparty to fail to meet its obligations.

  Exposure to credit risk

  The carrying amount of financial assets represents the maximum credit exposure. The maximum 
exposure to credit risk at the reporting date was:
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     2011  2010
      Rupees

  Financial assets

  Non current assets

   Long term deposits  3,705,000 3,705,000
   
  Current assets

   Trade debts   24,373,098 29,821,691
   Advances  4,743,717 670,550
   Deposits  26,517,930 20,314,143
   Bank balances  18,738,913 4,335,278
     78,078,658 58,846,662

  The trade debts at the balance sheet date by  
   geographic region is as follows:

  Local - unsecured, considered good  24,373,098 29,821,691

  The aging of trade debts at the balance sheet date is as follows:

   Past due 1 to 30 days  20,383,098 20,261,670
   Past due 30 to 150 days    3,990,000 4,681,740
   Past due 150 days   - 4,878,281
     24,373,098 29,821,691

  Impairment losses 

  Based on age analysis, relationship with customers and past experience the management does not 
expect any party to fail to meet their obligations. The management believes that trade debts are 
considered good and hence no impairment allowance is required in this regard.

  Cash at bank

  Total bank balance of Rs. 18.418 million (2010: Rs. 4.126 million) placed with banks have a short term 
credit rating of at least A1+ (2010: A1+).

 35.2 Liquidity risk management

  Liquidity risk reflects the Company’s inability in raising funds to meet commitments. Management 
closely monitors the Company’s liquidity and cash flow position. This includes maintenance of 
balance sheet liquidity ratios, debtors and creditors concentration both in terms of the overall funding 
mix and avoidance of undue reliance on large individual customers.

  Ultimate responsibility for liquidity risk management rests with the Board of Directors, which has built 
an appropriate liquidity risk management framework for the management of the Company’s short, 
medium and long-term funding and liquidity management requirements. The Company manages 
liquidity risk by maintaining adequate reserves, banking facilities and reserve borrowing facilities, by 
continuously monitoring forecast and actual cash flows and matching the maturity profiles of financial 
assets and liabilities. Included in note 20.1 to these financial statements is a listing of additional 
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 Long term financing 1,370,569,411 1,935,699,689 380,590,027 1,484,590,795 70,519,146
 Trade and other
  payables 91,999,414 91,999,414 91,999,414 - -
 Accrued markup 65,228,475 65,228,475 65,228,475 - -
 Running finance 437,957,473 437,957,473 437,957,473 - -
     1,965,754,773 2,530,885,051 975,775,389 1,484,590,795 70,519,146

Carrying 
amount

Contractual
cash flows

Less then
1 year

Between 1 to 5
years

5 years and
above

Rupees

2011

  undrawn facilities that the Company has at its disposal to further reduce liquidity risk.

 35.2.1 Liquidity and interest risk table

  The following table details the Company’s remaining contractual maturity for its non-derivative 
financial liabilities. The table has been drawn up based on the undiscounted cash flows of financial 
liabilities under long term financing agreements based on the earliest date on which the Company 
can be required to pay. For effective mark up rate please see note 16.5 to these financial 
statements.

 Financial liabilities in accordance with their contractual maturities are presented below:

 Long term financing 1,401,091,060 2,131,472,044 233,158,678 1,515,758,965 382,554,401
 Trade and other
  payables 171,920,089 171,920,089 171,920,089 - -
 Accrued markup 37,989,828 37,989,828 37,989,828 - -
 Running finance 393,791,666 393,791,666 393,791,666 - -

     2,004,792,643 2,735,173,627 836,860,261 1,515,758,965 382,554,401

Carrying 
amount

Contractual
cash flows

Less then
1 year

Between 1 to 5
years

5 years and
above

2010

Rupees

 35.3 Market risk 

  Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates 
and equity prices will affect the Company’s income or the value of its holdings of financial 
instruments. The objective of market risk management is to manage and control market risk 
exposures within acceptable parameters, while optimizing the return on risk.

 35.3.1 Foreign currency risk management

  Pak Rupee (PKR) is the functional currency of the Company and as a result currency exposure 
arise from transactions and balances in currencies other than PKR. The Company's potential 
currency exposure comprise;

   - Transactional exposure in respect of non functional currency monetary items. 

   - Transactional exposure in respect of non functional currency expenditure and revenues.
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   The potential currency exposures are discussed below; 

   Transactional exposure in respect of non functional currency monetary items 

  Monetary items, including financial assets and liabilities, denominated in currencies other than the 
functional currency of the Company are periodically restated to PKR equivalent, and the associated 
gain or loss is taken to the profit and loss account. The foreign currency risk related to monetary 
items is managed as part of the risk management strategy. 

 
  Transactional exposure in respect of non functional currency expenditure and revenues

  Certain operating and capital expenditures are incurred by the Company in currencies other than 
the functional currency. Certain sales revenue is earned in currencies other than the functional 
currency of the Company. These currency risks are managed as a part of overall risk management 
strategy. The Company does not enter into forward exchange contracts.

  Exposure to currency risk 

  The Company is exposed to currency risk on import of raw materials, stores and spares and export 
of goods mainly denominated in US Dollar. The Company's exposure to foreign currency risk for 
US Dollar is as follows based on notional amounts:

 2011 2010 
 Rupees US$ Rupees US$

   Trade and other payables 4,062,736 48,194 - -
 
   Balance sheet exposure 4,062,736 48,194 - -

 Average rate Reporting date mid spot rate 

 2011 2010 2011 2010
  Rupees
   The following significant exchange
   rates have been applied:
   Rupee to US $ 85.49 - 86.05 -

  Sensitivity analysis 

  A 10 percent strengthening of the Pak Rupee against the US dollar at June 30, 2011 would have 
increased (decreased) profit or loss by the amounts shown below. This analysis assumes that all 
other variables, in particular interest rates, remain constant. The analysis is performed on the same 
basis for June 30, 2010.

     2011  2010
      Rupees

  Effect on profit for the year:
  U S $ to Rupee

   Increase in profit for the year  412,011 -
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  A 10 percent weakening of the Pak Rupee against the US dollar at June 30, 2011 would have had 
the equal but opposite effect on foreign currency to the amounts shown above, on the basis that 
all other variables remain constant. 

  The sensitivity analysis prepared is not necessarily indicative of the effects on profit for the year and 
assets / liabilities of the Company.

 35.3.2 Interest rate risk

  The interest rate risk is the risk that the value of the financial instrument will fluctuate due to 
changes in the market interest rates. Sensitivity to interest rate risk arises from mismatches of 
financial assets and liabilities that mature in a given period.

  At the reporting date, the profit, interest and mark-up rate profile of the Company's significant 
financial assets and liabilities is as follows:

 2011 2010 2011 2010
 Effective rate Carrying amount 
   Rupees Rupees

   Fixed rate financial instruments 

   Financial liabilities - - - -
   Financial assets - - - -
      - -

   Variable rate financial instruments

   Financial liabilities

   Long term financing 14.63% to 13.21% to 
    15.53% 14.70%  1,370,569,411 1,401,091,060

   Running finance 13.51 % to 13.59 % to
    17.27% 15.86% 65,228,475 393,791,666
      1,435,797,886 1,794,882,726

  Cash flow sensitivity analysis for variable rate instruments

  A change of 100 basis points (bp) in profit / mark-up / interest rates at the balance sheet date would 
have decreased / (increased) loss for the year by the amounts shown below. This analysis 
assumes that all other variables, in particular foreign currency rates, remain constant. The analysis 
is performed on the same basis for the year 2010.
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     Increase  Decrease
     Rupees  Rupees

  At June 30, 2011  

  Cash flow sensitivity - variable rate financial liabilities  (17,418,941) 17,418,941

  At June 30, 2010  

  Cash flow sensitivity - variable rate financial liabilities  (12,993,622) 12,933,622

  The sensitivity analysis prepared is not necessarily indicative of the effects on loss for the year and 
liabilities of the Company.

 35.4 Fair value of financial instruments

  Fair value is the amount for which an asset could be exchanged, or a liability settled, between 
knowledgeable, willing parties in an arm’s length transaction other than in forced or liquidation 
sale. The carrying value of all financial assets and liabilities reflected in the financial statements 
approximate their fair values.

 35.5 CAPITAL RISK MANAGEMENT

  The company’s objectives when managing capital are to safeguard the company’s ability to 
continue as a going concern in order to provide returns for shareholders and benefits for other 
stakeholders and to maintain an optimal capital structure to reduce the cost of capital.

  The Company manages its capital structure which comprises capital and reserves by monitoring 
return on net assets and makes adjustments to it in the light of changes in economic conditions. In 
order to maintain or adjust the capital structure, the Company may adjust the amount of dividend 
paid to shareholders, appropriation of amounts to reserves or/and issue new shares.

   
     2011  2010
      Rupees

  Total borrowings  1,808,526,884 1,794,882,726
  Less: Cash and bank balance  18,738,913 4,335,278
  Net debt  1,789,787,971 1,790,547,448
  Total Equity  903,300,618 740,567,618
  Total capital  2,693,088,589 2,531,115,066

  Gearing ratio  66% 71%

  For the purpose of calculating the gearing ratio, the amount of total borrowings has been 
determined by including the effect of running finance under mark-up arrangement.

36. RE-CLASSIFICATION AND RE-ARRANGEMENTS 

 Corresponding figures have been re-classified and re-arranged, wherever necessary to reflect more 
appropriate presentation of events and transactions for the purpose of comparison. Significant 
re-arrangements are as follows:
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 Nature  From To Reason  Rupees

 Advances Trade Debts Advance from For better presentation 26,332,05
      customer 

 Commission Distribution Sales For better presentation 12,031,161
     expenses  

 Depreciation Administrative Cost of sales For better presentation 597,648
     expenses 

 Depreciation Administrative Distribution For better presentation 386,810
     expenses   expenses 

 The above re-arrangements/re-classfications do not affect retained earnings for the year ended June 30, 
2010. Therefore, the balance sheet for the year ended June 30, 2009 has not been prepared

37. DATE OF AUTHORIZATION FOR ISSUE    
     
 These financial statements have been approved by the Board of Directors of the Company and 

authorized for issue on September 19, 2011.

38. GENERAL

 Figures have been rounded off to the nearest Rupee.  

CHIEF EXECUTIVE OFFICER   DIRECTOR
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IMPORTANT

This form of Proxy, in order to be effective, must be deposited duly 
completed, at the Company’s Registered  Office at 601-602, 
Business Centre, Mumtaz Hasan Road, Karachi not less than 
48 hours before the time of holding the meeting.

A Proxy must be a member of the Company. Signature should 
agree with the specimen registered with the company.

Please quote Registered Folio Number/CDC Account Number

FORM OF PROXY

I/We

of

being a member of Sitara Peroxide Limited entitled to vote and holder of

ordinary shares, hereby appoint

of

who is also a member of the Company, as my/our proxy in my/our absence to attend and vote for me/us on my/our 
behalf at the Eighth Annual General Meeting of the Company to be held at Dr. Abdul Qadeer Khan Auditorium,  Haji 
Abdullah Haroon Muslim Gymkhana, Near Shaheen Complex, Aiwan-e-sadr Road, Karachi on Saturday, October 22, 
2011 at 04:00 pm and at any adjournment thereof.

As witness my/our hand this day of 
2011

Signed by the said 
in the presence

of

Affix Rs. 5/-

Revenue Stamp which must be 
cancelled either by signature 
over it or by some othe means

Place

Date
(Witness’s Signature) 

(Member’s Signature) 



AFFIX
CORRECT
POSTAGE

601-602 Business Centre,
Mumtaz Hasan Road,
Off. I.I. Chundrigar Road,
Karachi-74000
Tel: 021-2420620, 2413944
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Notes of AGM as on October 30, 2011
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Notes of AGM as on October 30, 2011
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