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statement of compliance
with the code of corporate governance
For the year ended December 31, 2017

 The independent director meets the criteria of independence under Clause 5.19.1.(b) of the CCG. Of the non-executive 
directors, Mr. Ghias Khan, Mr. Hasnain Moochhala, Mr. Nadir Salar Qureshi and Mr. Muhammad Asif Sultan Tajik are 
executives in other Engro Group Companies.

2. The Directors have confirmed that none of them is serving as a director on more than seven listed companies, including 
this Company (excluding the listed subsidiaries of listed holding companies where applicable).

3. All the resident directors of the Company are registered as taxpayers and none of them has defaulted in payment of any 
loan to a banking company, a DFI or an NBFI or, being a Broker of a stock exchange, has been declared as a defaulter 
by that stock exchange.

4. Two casual vacancies occurred on the Board on March 31, 2017 and July 10, 2017. The casual vacancy occurring on 
March 31, 2017 was filled by the Directors within 2 days and the casual vacancy occurring on July 10, 2017 was filled by 
the Directors within 1 day.

5. The Company has prepared a “Code of Conduct” and has ensured that appropriate steps have been taken to disseminate 
it throughout the Company along with its supporting policies and procedures.

6. The Board has developed a vision/mission statement, overall corporate strategy and significant policies of the Company. 
A complete record of particulars of significant policies along with the dates on which they were approved or amended has 
been maintained.

7. All the powers of the Board have been duly exercised and decisions on material transactions, including appointment and 
determination of remuneration and terms and conditions of employment of the CEO, other executive and non-executive 
directors, have been taken by the Board/shareholders.

8. The meetings of the Board were presided over by the Chairman and, in his absence, by a director elected by the Board for 
this purpose and the Board met at least once every quarter. Written notices of the Board Meetings, along with agenda and 
working papers, were circulated at least seven days before the meetings. The minutes of the meetings were appropriately 
recorded and circulated.

9. Three of the Directors have already completed the directors  training program conducted by the Pakistan Institute of 
Corporate Governance (PICG). One of the Directors will be completing the course in the ensuing year.

This Statement is being presented to comply with the Code of Corporate Governance (CCG) contained in Regulations of the 
Pakistan Stock Exchange Limited for the purpose of establishing a framework of good governance, whereby a listed company is
managed in compliance with the best practices of corporate governance.

The Company has applied the principles contained in the CCG in the following manner:

1. The Company encourages representation of independent non-executive directors and directors representing minority 
interests on its Board of Directors. At present the Board includes:

 Category  Name

 Independent Director Mr. Feroz Rizvi

 Executive Director  Mr. Imran Anwer

 Non-Executive Directors Mr. Ghias Khan
   Mr. Hasnain Moochhala
   Mr. Nadir Salar Qureshi
   Mr. Muhammad Asif Sultan Tajik
   Mr. Noriyuki Koga
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10. The Board has approved the appointment of the CFO effective February 1, 2018. The Board has approved the appointment 
of the Head of Internal Audit and the Company Secretary. The remuneration of the CFO, Company Secretary and Head of 
Internal Audit has been approved by the Board.

11. The Director s Report for this year has been prepared in compliance with the requirements of the CCG and fully describe 
the salient matters required to be disclosed.

12. The Financial Statements of the Company were duly endorsed by the CEO and CFO before approval of the Board.

13. The Directors, CEO and executives do not hold any interest in the shares of the Company other than that disclosed in the 
pattern of shareholding.

14. The Company has complied with all corporate and financial reporting requirements of the CCG.

15. The Board has formed an Audit Committee comprising of three members of whom two are non-executive directors and 
one is independent director and the Chairman of the Committee is an independent director.

16. The meetings of the Audit Committee were held at least once in every quarter prior to approval of interim and final results 
of the Company and as required by the CCG. The terms of reference of the Committee have been formed and advised to 
the Committee for compliance.

17. The Board has formed a Human Resource and Remuneration Committee, i.e. the Board Compensation Committee. It 
comprises of four members, of whom three are non-executive directors and one is an independent director and the 
Chairman of the Committee is a non-executive director.

18. The Board has set up an effective internal audit function manned by suitably qualified and experienced personnel that are 
involved in the internal audit function on a full time basis and are conversant with the policies and procedures of the Company.

19. The statutory auditors of the Company have confirmed that they have been given a satisfactory rating under the quality 
control review program of the ICAP, that they or any of the partners of the firm, their spouses and minor children do 
not hold shares of the Company and that the firm and all its partners are in compliance with International Federation of 
Accountants (IFAC) guidelines on code of ethics as adopted by the ICAP.

20. The statutory auditors or the persons associated with them have not been appointed to provide other services except in 
accordance with the listing regulations and the auditors have confirmed that they have observed IFAC guidelines in this 
regard.

21. The “closed period”, prior to the announcement of interim/final results, and business decisions, which may materially 
affect the market price of the Company s securities, was determined and intimated to directors, employees and stock 
exchange(s).

22. Material/price sensitive information has been disseminated among all market participants at once through stock 
exchange(s).

23. The Company has complied with the requirements relating to maintenance of register of persons having access to inside 
information by designated senior management officer in a timely manner and maintained proper record including basis 
for inclusion or exclusion of names of persons from the said list.

24. We confirm that all other material principles enshrined in the CCG have been complied with.

Ghias Khan
Chairman

Imran Anwer
President & Chief Executive



A. F. FERGUSON & CO., Chartered Accountants, a member firm of the the PwC network
State Life Building No. 1-C, I.I. Chundrigar Road, P.O. Box 4716, Karachi-74000, Pakistan
Tel: +92 (21) 32426682-6/32426711-5; Fax: +92 (21) 32415007/32427938/32424740; <www.pwc.com/pk>

KARACHI  LAHORE  ISLAMABAD

Chartered Accountants
Karachi
Dated: February 20, 2018
Engagement Partner: Farrukh Rehman

review report to the members
on statement of compliance
with code of corporate governance
We have reviewed the enclosed Statement of Compliance with the best practices contained in the Code of Corporate Governance 
(the Code) prepared by the Board of Directors of Engro Polymer and Chemicals Limited (the Company) for the year ended 
December 31, 2017 to comply with the Code contained in the Regulations of Pakistan Stock Exchange Limited (formerly Karachi 
Stock Exchange, in which the Lahore and Islamabad stock exchanges have merged), where the Company is listed.

The responsibility for compliance with the Code is that of the Board of Directors of the Company. Our responsibility is to review, 
to the extent where such compliance can be objectively veri ed, whether the Statement of Compliance re ects the status of the 
Company’s compliance with the provisions of the Code and report if it does not and to highlight any non-compliance with the 
requirements of the Code. A review is limited primarily to inquiries of the Company’s personnel and review of various documents 
prepared by the Company to comply with the Code.

As part of our audit of nancial statements we are required to obtain an understanding of the accounting and internal control 
systems suf cient to plan the audit and develop an effective audit approach. We are not required to consider whether the Board 
of Directors’ statement on internal control covers all risks and controls or to form an opinion on the effectiveness of such internal 
controls, the Company’s corporate governance procedures and risks. 

The Code requires the Company to place before the Audit Committee, and upon recommendation of the Audit Committee, place 
before the Board of Directors, for their review and approval of its related party transactions distinguishing between transactions 
carried out on terms equivalent to those that prevail in arm’s length transactions and transactions which are not executed at arm’s 
length price, recording proper justi cation for using such alternate pricing mechanism. We are only required and have ensured 
compliance of requirement to the extent of approval of related party transactions by the Board of Directors upon recommendation 
of the Audit Committee. We have not carried out any procedures to determine whether the related party transactions were 
undertaken at arm’s length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of Compliance does 
not appropriately re ect the Company’s compliance, in all material respects, with the best practices contained in the Code as 
applicable to the Company for the year ended December 31, 2017.
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A. F. FERGUSON & CO., Chartered Accountants, a member firm of the the PwC network
State Life Building No. 1-C, I.I. Chundrigar Road, P.O. Box 4716, Karachi-74000, Pakistan
Tel: +92 (21) 32426682-6/32426711-5; Fax: +92 (21) 32415007/32427938/32424740; <www.pwc.com/pk>

KARACHI  LAHORE  ISLAMABAD

Chartered Accountants
Karachi
Dated: February 16, 2018
Engagement Partner: Farrukh Rehman

auditors  report
to the members
 We have audited the annexed balance sheet of Engro Polymer and Chemicals Limited (the Company) as at December 

31, 2017 and the related pro t and loss account, statement of comprehensive income, statement of changes in equity 
and statement of cash ows together with the notes forming part thereof, for the year then ended and we state that we 
have obtained all the information and explanations which, to the best of our knowledge and belief, were necessary for the 
purposes of our audit.

 It is the responsibility of the Company’s management to establish and maintain a system of internal control, and prepare 
and present the above said statements in conformity with the approved accounting standards and the requirements of 
the Companies Ordinance, 1984. Our responsibility is to express an opinion on these statements based on our audit.

 We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the above said statements are free of any 
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures 
in the above said statements. An audit also includes assessing the accounting policies and signi cant estimates made 
by management, as well as, evaluating the overall presentation of the above said statements. We believe that our audit 
provides a reasonable basis for our opinion and, after due veri cation, we report that:

(a) in our opinion, proper books of account have been kept by the Company as required by the Companies Ordinance, 1984;

(b) in our opinion:

 (i) the balance sheet and pro t and loss account together with the notes thereon, have been drawn up in conformity with 
the Companies Ordinance, 1984, and are in agreement with the books of account and are further in accordance with 
accounting policies consistently applied;

 (ii) the expenditure incurred during the year was for the purpose of the Company’s business; and

 (iii) the business conducted, investments made and the expenditure incurred during the year were in accordance with 
the objects of the Company;

(c) in our opinion and to the best of our information and according to the explantions given to us, the balance sheet, pro t and 
loss account, statement of comprehensive income, statement of changes in equity and statement of cash ows together 
with the notes forming part thereof conform with the approved accounting standards as applicable in Pakistan, and give 
the information required by the Companies Ordinance, 1984, in the manner so required and respectively give a true and 
fair view of the state of the Company’s affairs as at December 31, 2017 and of the pro t, total comprehensive income, 
changes in equity and its cash ows for the year then ended; and

(d) in our opinion, zakat deductible at source under the Zakat and Usher Ordinance, 1980, (XVIII) of 1980) was deducted by 
the company and deposited in the Central Zakat Fund established under section 7 of that Ordinance.
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balance sheet
as at december 31, 2017
   
(Amounts in thousand) Note 2017 2016

Rupees

ASSETS

Non-Current Assets

Property, plant and equipment 4 16,011,070 16,008,366 
Intangibles 5 104,663 90,855 
Long term investment - at cost 6 50,000 50,000 
Long term loans and advances 7 75,756 69,971 
Deferred taxation 8 11,255 549,328
  16,252,744 16,768,520 
Current Assets

Stores, spares and loose tools 9 1,602,387 1,545,381 
Stock-in-trade 10 3,681,162 3,024,268 
Trade debts - considered good 11 505,123 456,396 
Loans, advances, deposits, prepayments and other receivables 12 677,918 431,435 
Taxes recoverable 13 765,948 1,122,953 
Short term investments 14 150,000 740,000 
Cash and bank balances 15 679,881 371,616  
  8,062,419 7,692,049 
TOTAL ASSETS  24,315,163 24,460,569 

EQUITY AND LIABILITIES

Equity

Share capital 16 6,634,688 6,634,688 
Share premium  964,029 964,029 
Hedging reserve  - (1,475)
Unappropriated profit / accumulated (losses)  121,668 (1,628,905 
  7,720,385 5,968,337 
Non-Current Liabilities

Long term borrowings 17 8,750,000 8,750,000 

Current Liabilities

Current portion of long term borrowings 17 - 416,903 
Derivative financial instruments 18 - 2,107 
Service benefit obligations 19 45,953 45,622 
Short term borrowings 20 - 414,638 
Trade and other payables 21 4,513,369 6,722,102 
Unclaimed dividend  37,750 -   
Accrued interest / mark-up 22 135,087 11,096 
Provisions 23 3,112,619 2,129,764 
  7,844,778 9,742,232 
TOTAL EQUITY AND LIABILITIES  24,315,163 24,460,569

Contingencies and Commitments 24

The annexed notes 1 to 46 form an integral part of these financial statements.
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Imran Anwer
President & Chief Executive

Feroz Rizvi
Director

Muhammad Imran Khalil
Chief Financial Officer



profit and loss account
for the year ended december 31, 2017

(Amounts in thousand except for earnings per share) Note 2017 2016
Rupees

Net revenue 25 27,730,736 22,854,024 

Cost of sales 26 (21,665,326) (18,919,015)

Gross profit  6,065,410 3,935,009 

Distribution and marketing expenses 27 (1,318,396) (1,179,769)

Administrative expenses 28 (584,163) (518,896)

Other operating expenses 29 (365,241) (149,457)

Other income 30 132,651 20,358 

Operating profit  3,930,261 2,107,245 

Finance costs 31 (821,006) (927,181)

Profit before taxation  3,109,255 1,180,064 

Taxation 32 (1,060,121) (525,276)

Profit for the year  2,049,134 654,788

Earnings  per share - basic and diluted 33 3.09 0.99

The annexed notes 1 to 46 form an integral part of these financial statements.
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Imran Anwer
President & Chief Executive

Feroz Rizvi
Director

Muhammad Imran Khalil
Chief Financial Officer
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statement of
comprehensive income
for the year ended december 31, 2017

Profit for the year 2,049,134 654,788 

Other comprehensive income :

Items that may be reclassified
     subsequently to profit or loss

Hedging reserve

    Loss arising during the year, net  (21) (698)

    Reclassification adjustments for
         losses included in profit or loss 2,128 15,973 

    Income tax relating to hedging reserve (632) (4,757)

Other comprehensive income for the year - net of tax 1,475 10,518 

Total comprehensive income for the year 2,050,609 665,306 

The annexed notes 1 to 46 form an integral part of these financial statements.

   
(Amounts in thousand) Note 2017 2016

Rupees

Imran Anwer
President & Chief Executive

Feroz Rizvi
Director

Muhammad Imran Khalil
Chief Financial Officer
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statement of
changes in equity
for the year ended december 31, 2017

Balance as at January 1, 2016 6,634,688 964,029 (11,993) (2,283,693) 5,303,031 

Total comprehensive income for the year
     ended December 31, 2016 - - 10,518 654,788 665,306 

Balance as at December 31, 2016 6,634,688 964,029 (1,475) (1,628,905) 5,968,337 

Dividends

- First Interim - Rs. 0.45 per share - - - (298,561) (298,561)

Total comprehensive income for the year
     ended December 31, 2017 - - 1,475 2,049,134 2,050,609 

Balance as at December 31, 2017 6,634,688 964,029 - 121,668 7,720,385 

The annexed notes 1 to 46 form an integral part of these financial statements.

Share
Capital

Share
premium

Hedging 
reserve

Unappropriated 
profit / 

accumulated 
(loss)

Total

RESERVES
CAPITAL REVENUE

Rupees

   
(Amounts in thousand)

Imran Anwer
President & Chief Executive

Feroz Rizvi
Director

Muhammad Imran Khalil
Chief Financial Officer
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statement of cash flows
for the year ended december 31, 2017

CASH FLOWS FROM OPERATING ACTIVITIES

Cash generated from operations 36 2,732,022 4,362,092 
Finance cost paid  (606,772) (885,669)
Long term loans and advances  (5,785) (3,599)
Retirement benefits paid  (104,226) (193,007)
Income tax paid  (165,675) (178,615)
Net cash generated from operating activities  1,849,564 3,101,202 

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of:
- property, plant and equipment  (1,066,480) (629,683)
- intangible assets  (26,378) (14,974)
Proceeds from disposal of property, plant and equipment  9,412 6,655 
Income on short term investment and bank deposits  44,499 915 
Net cash utilized in investing activities   (1,038,947) (637,087)

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from long term borrowings  3,000,000 6,600,000 
Repayments of long term borrowings  (3,416,903) (5,795,736)
Proceeds from short term borrowings  - 15,906 
Repayments of short term borrowings  (385,000) (1,050,000)
Dividend payment  (260,811) -  

Net cash utilized in financing activities  (1,062,714) (229,830)

Net (decrease) / increase  in cash and cash equivalents  (252,097)  2,234,285 

Cash and cash equivalents at beginning of the year  1,081,978 (1,152,307)

Cash and cash equivalents at end of the year 37 829,881 1,081,978 
 
The annexed notes 1 to 46 form an integral part of these financial statements.

   
(Amounts in thousand) Note 2017 2016

Rupees

Imran Anwer
President & Chief Executive

Feroz Rizvi
Director

Muhammad Imran Khalil
Chief Financial Officer
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notes to the
financial statements

1. LEGAL STATUS AND OPERATIONS

1.1 Engro Polymer and Chemicals Limited (the Company) was incorporated in Pakistan in 1997 under the repealed Companies 
Ordinance, 1984. The Company is listed on Pakistan Stock Exchange Limited.

1.2 The Company is a subsidiary of Engro Corporation Limited (the Holding Company) which is a subsidiary of Dawood 
Hercules Corporation (the Ultimate Parent Company). The address of its registered office is 12th Floor, Ocean Tower, G-3, 
Block 9, Clifton, Khayaban-e-Iqbal, Karachi. The Company s principal activity is to manufacture, market and sell Poly Vinyl 
Chloride (PVC), Vinyl Chloride Monomer (VCM), Caustic soda and other related chemicals. The Company is also engaged 
in the supply of surplus power generated from its power plants to Engro Fertilizers Limited (Related Party).

1.3 On December 28, 2017, the Company has announced expansion of PVC plant, increasing the production capacity by 
100,000 MT and various other projects carrying capital expenditure of Rs. 10.3 billion.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

 The significant accounting policies applied in the preparation of these financial statements are set out below. These 
policies have been consistently applied to all years presented, unless otherwise stated.

2.1 Basis of preparation

2.1.1 These financial statements have been prepared under the historical cost convention as modified by  remeasurement of 
certain financial assets and financial liabilities (including derivative financial instruments) at fair value.

 Statement of compliance          

2.1.2 These financial statements have been prepared in accordance with the requirements of the repealed Companies 
Ordinance, 1984 (the Ordinance), directives issued under the repealed Companies Ordinance, 1984 (the Ordinance), as 
required by circular CLD/CCD/PR(11)/2017 dated October 4, 2017 issued by the Securities and Exchange Commission 
of Pakistan (SECP) that the companies whose financial year, including quarterly and other interim period, closes on or 
before December 31, 2017 shall prepare their financial statements in accordance with provisions of repealed Companies 
Ordinance, 1984 and 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 are notified under the provisions of the repealed Ordinance. Wherever, the requirements of the repealed 
Ordinance or directives issued by the SECP differ with the requirements of these standards, the requirements of the 
repealed Ordinance or the requirements of the said directives take precedence.

2.1.3 The preparation of financial statements in conformity with the above requirements requires the use of certain critical 
accounting estimates. It also requires management to exercise its judgment in the process of applying the Company s 
accounting policies. The areas involving higher degree of judgment or complexity, or areas where assumptions and 
estimates are significant to the financial statements are disclosed in note 3.

2.1.4 Initial application of a Standard, Amendment or an Interpretation to an existing Standard

 a)  Standards, amendments to published standards and interpretations effective in  2017

   The following amendments to published standards are mandatory for the financial year beginning January 1, 2017 
and are relevant to the Company:

  -  IAS 7, Cash flow statements: Disclosure initiative  (effective for periods beginning on or after January 1, 2017). 
This amendment requires disclosure to explain changes in liabilities for which cash flows have been, or will be 
classified as financing activities in the statement of cash flows. The amendment only covers balance sheet items 
for which cash flows are classified as financing activities. In case other items are included within the reconciliation, 
the changes in liabilities arising from financing activities will be identified separately. A reconciliation of the 
opening to closing balance is not specifically required but instead the information can be provided in other ways. 
In the first year of adoption, comparative information need not be provided.

for the year ended december 31, 2017

(Amounts in thousand)
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  -  Amendments to IAS 12, Income taxes  on Recognition of deferred tax assets for unrealized losses (effective for 
periods beginning on or after January 1, 2017). These amendments on the recognition of deferred tax assets for 
unrealized losses clarify how to account for deferred tax assets related to debt instruments measured at fair value. 
It is unlikely that the amendment will have any significant impact on the Company s financial statements.

  - IFRS 12 , Disclosure of interest in other entities  (effective 2017 retrospectively . These amendments clarify 
the scope of IFRS 12 by specifying that the disclosure requirements, except for those summarised financial 
information for subsidiaries, joint ventures and associates, apply to an entity s interests which are classified as 
held for sale, as held for distribution to owners in their capacity as owners or as a discontinued operations in 
accordance with IFRS 5. The amendment is not expected to have a significant impact on the Company s financial 
reporting.

   The other new standards, amendments to published standards and interpretations that are mandatory for the 
financial year beginning on January 1, 2017 are considered not to be relevant or to have any significant effect on the 
Company s financial reporting and operations.

 b)  Standards, amendments to published standards and interpretations that are not yet effective and have not 
been early adopted by the Company         
      

   The following new standards and amendments to published standards are not effective for the financial year 
beginning on January 1, 2017 and have not been early adopted by the Company:

  - IFRS 9, Financial instruments  (effective for periods beginning on or after July 1, 2018). IFRS 9 addresses the 
classification, measurement and recognition of financial assets and financial liabilities and replaces the guidance 
in IAS 39 that relates to the classification and measurement of financial instruments. IFRS 9 retains but simplifies 
the mixed measurement model and establishes three primary measurement categories for financial assets: 
amortised cost, fair value through OCI and fair value through P&L. The basis of classification depends on the 
entity s business model and the contractual cash flow characteristics of the financial asset. Investments in equity 
instruments are required to be measured at fair value through profit or loss with the irremovable option at inception 
to present changes in fair value in OCI not recycling. There is now a new expected credit losses model that 
replaces the incurred loss impairment model used in IAS 39. For financial liabilities, there were no changes to 
classification and measurement except for the recognition of changes in own credit risk in other comprehensive 
income, for liabilities designated at fair value through profit or loss. IFRS 9 relaxes the requirements for hedge 
effectiveness by replacing the bright line hedge effectiveness tests. It requires an economic relationship between 
the hedged item and hedging instrument and for the hedged ratio  to be the same as the one management 
actually uses for risk management purposes. Contemporaneous documentation is still required but is different to 
that currently prepared under IAS 39. The Company is yet to assess the impact of the standard.

  - IFRS 15, Revenue from contracts with customers  (effective for periods beginning on or after July 1, 2018). This 
standard stipulates clarifications of the guidance on identifying performance obligations, accounting for License 
of intellectual property and the principal versus agent assessment (gross versus net revenue presentation). New 
and amended illustrative examples have been added for each of those areas of guidance. The IASB has also 
included additional practical expedients related to transition to the new revenue standard. Revenue is recognised 
when a customer obtains control of a good or service and thus has the ability to direct the use and obtain the 
benefits from the good or service. The standard replaces IAS 18 Revenue  and IAS 11 Construction contract s 
and related interpretations. The Company is in process to assess the impact of the standard.

(Amounts in thousand)
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  - IFRS 16, Leases  (effective for periods beginning on or after January 1, 2019). This standard is yet to be notified 
by SECP. This standard replaces the current guidance in IAS 17 and is a far reaching change in accounting 
by lessees in particular. Under IAS 17, lessees were required to make a distinction between a finance lease 
(on balance sheet) and an operating lease (off balance sheet). IFRS 16 now requires lessees to recognize a 
lease liability reflecting future lease payments and a right-of-use asset  for virtually all lease contracts. The IASB 
has included an optional exemption for certain short-term leases and leases of low-value assets; however, this 
exemption can only be applied by lessees. For lessors, the accounting stays almost the same. However, as the 
IASB has updated the guidance on the definition of a lease (as well as the guidance on the combination and 
separation of contracts), lessors will also be affected by the new standard. At the very least, the new accounting 
model for lessees is expected to impact negotiations between lessors and lessees. Under IFRS 16, a contract is, 
or contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time in 
exchange for consideration. The Company is in process to assess the impact of the standard.

  - IFRIC 22,  Foreign currency transactions and advance consideration  (effective for periods beginning on or 
after January 1, 2018). These amendments clarify the determination of the date of transaction for the exchange 
rate to be used on initial recognition of a related asset, expense or income where an entity pays or receives 
consideration in advance for foreign currency-denominated contracts. For a single payment or receipt, the date 
of the transaction should be the date on which the entity initially recognises the non-monetary asset or liability 
arising from the advance consideration (the prepayment or deferred income/contract liability). If there are multiple 
payments or receipts for one item, a date of transaction should be determined as above for each payment or 
receipt. The amendment is not expected to have a significant impact on the Company s financial reporting.

 There are number of other standards, amendments and interpretations to the published standards that are not yet effective 
and are also not relevant to the Company and therefore, have not been presented here.

2.2 Property, plant and equipment

 These are stated at cost less accumulated depreciation and impairment, if any, except capital work-in-progress. Cost 
in relation to fixed assets signifies historical cost. Historical cost includes expenditure that is directly attributable to the 
acquisition of the items. Capital work-in-progress is stated at historical cost less impairment, if any.

 Depreciation on assets is charged to income using the straight line method to allocate their cost less the residual values 
over their estimated useful lives at rates given in note 4.1. Depreciation on additions is charged from the month in which 
the asset is put to use and no depreciation is charged in the month of disposal.

 Subsequent costs are included in the asset s carrying amount or recognized as a separate asset, as appropriate, 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 repairs and maintenance costs are charged to income during the year in which 
these are incurred.

 Assets  residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date. An asset s 
carrying amount is written down immediately to its recoverable amount if the asset s carrying amount is greater than its 
estimated recoverable amount and the resulting impairment loss is recognized in income. The recoverable amount is the 
higher of fair value less expected selling expenses and value in use. Reversal of impairment is effected in the case of 
indications of a change in recoverable amount and is recognized in income, however, is restricted to the original cost of 
the asset.

 The gain or loss on disposal or retirement of an asset represented by the difference between the sale proceeds and the 
carrying amount of the asset is recognized as an income or expense in the period of disposal or retirement.
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2.3 Capital spares

 Spare parts and servicing equipment are classified as property, plant and equipment rather than stores, spares and loose 
tools when they meet the definition of property, plant and equipment. Upon utilization, the capital spares and servicing 
equipment are depreciated over their useful life, or the remaining life of principal asset, whichever is lower.

2.4 Intangible assets - Computer software

 Costs associated with developing and maintaining computer software programmes are recognized as an expense as 
incurred. Costs that are directly attributable to identifiable software and have probable economic benefits exceeding one 
year, are recognized as an intangible asset. Direct costs include the purchase cost of software and related overhead cost.

 Expenditure, which enhances or extends the performance of computer software beyond its original specification and 
useful life is recognized as a capital improvement and added to the original cost of the software.

 Computer software cost treated as intangible assets are amortized from the date the software is put to use on straight-line 
basis over a period of 5 to 10 years. The carrying amount of the intangible assets is reviewed for impairment whenever 
events or changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is 
recognized for the amount by which the assets carrying amount exceeds its recoverable amount and is recognized in 
income. Reversal of impairment losses are also recognized in income, however, is restricted to the original cost of the asset.

2.5 Investments in subsidiaries

 Investments in subsidiaries are stated at cost net of provision for impairment, if any. This investment is classified as long 
term investment.

2.6 Financial instruments

2.6.1 Financial assets

 Classification

 The Company classifies its financial assets in the following categories: at fair value through profit or loss, loans and 
receivables, held to maturity and available for sale. The classification depends on the purpose for which the financial 
assets were acquired. Management determines the classification of its financial assets at initial recognition.

 a) At fair value through profit or loss

  Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is classified 
in this category if acquired principally for the purpose of selling in the short-term. Derivatives are also categorized 
as held for trading unless they are designated as hedges. Assets in this category are classified as current assets 
if expected to be settled within 12 months; otherwise, these are classified as non-current.

 b) Loans and receivables

  Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted 
in an active market. These are included in current assets, except for maturities greater than 12 months after the 
balance sheet date, which are classified as non-current assets. The Company s loans and receivables comprise of 
trade debts , loans and deposits , other receivables  and cash and cash equivalents  in the balance sheet.

 c) Held to maturity

  Held to maturity financial assets are non-derivative financial assets with fixed or determinable payments and fixed 
maturity with a positive intention to hold to maturity.
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 d) Available for sale

  Available for sale financial assets are non-derivatives that are either designated in this category or not classified in 
any of the other categories. These are included in non-current assets unless the investment matures or management 
intends to dispose off the financial assets within 12 months of the balance sheet date.

 Recognition and measurement

 Regular way purchases and sales of financial assets are recognized on the trade date – the date on which the Company 
commits to purchase or sell the asset. Financial assets are initially recognized at fair value plus transaction costs except 
for financial assets carried at fair value through profsit or loss. Financial assets carried at fair value through profit or loss 
are initially recognized at fair value and transaction costs are expensed in the profit and loss account. Financial assets are 
derecognized when the rights to receive cash flows from the investments have expired or have been transferred and the 
Company has transferred substantially all risks and rewards of ownership. Available for sale financial assets and financial 
assets at fair value through profit or loss are subsequently carried at fair value. Loans and receivables and held to maturity 
financial assets are carried at amortized cost using the effective interest method.

 Gains or losses arising from changes in the fair value of the financial assets at fair value through profit or loss  category 
are presented in the profit and loss account within other income / operating expenses  in the period in which they arise. 
Dividend income from financial assets at fair value through profit or loss  is recognized in the profsit and loss account 
as part of other income  when the Company s right to receive payments is established. Gains or losses on sale of 
investments at fair value through profit or loss  are recognized in the profit and loss account as gains and losses from 
investment securities .

 When securities classified as available for sale are sold or impaired, the accumulated fair value adjustments 
recognized in other comprehensive income are included in the profit and loss account as gains and losses from 
investment securities . Interest on available for sale securities calculated using the effective interest method is 
recognized in the profit and loss account as part of other income . Dividends on available for sale equity instruments 
are recognized in the profit and loss account as part of other income  when the Company s right to receive payments 
is established. 

 The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not active 
(and for unlisted securities), the Company establishes fair value by using valuation techniques. These include the use 
of recent arm s length transactions, reference to other instruments that are substantially the same, discounted cash 
flow analysis, and option pricing models making maximum use of market inputs and relying as little as possible on 
entity-specific inputs.

 The Company assesses at each balance sheet date whether there is objective evidence that a financial asset or a 
group of financial assets is impaired. In the case of equity securities classified as available for sale, a significant 
or prolonged decline in the fair value of the security below its cost is considered as an indicator that the securities 
are impaired. If any such evidence exists for available for sale financial assets, the cumulative loss – measured as 
the difference between the acquisition cost and the current fair value, less any impairment loss on that financial 
asset previously recognized in profit or loss – is removed from equity and recognized in the profit and loss account. 
Impairment losses recognized in profit and loss on equity instruments are not reversed through profit and loss.

2.6.2 Financial liabilities 

 All financial liabilities are recognized at the time when the Company becomes a party to the contractual provisions of 
the instrument.

 A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expired. Where 
an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms 
of an existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the 
original liability and the recognition of a new liability, and the difference in respective carrying amounts is recognized 
in the profit and loss account.
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2.6.3 Offsetting of financial assets and liabilities

 Financial assets and liabilities are offset and the net amount is reported in the balance sheet if the Company has a 
legally enforceable right to offset the recognized amounts and intends either to settle on a net basis or to realize the 
asset and settle the liability simultaneously.

2.7 Stores, spares and loose tools

 These are valued at weighted average cost except for items in transit which are stated at invoice value plus other 
charges paid thereon till the balance sheet date. Provision is made for slow moving items older than ten years, and is 
recognized in the profit and loss account.

 
2.8 Stock-in-trade

 These are valued at the lower of cost and net realizable value. Cost in relation to raw materials represent the weighted 
average cost and in relation to finished goods and work-in-process represents weighted average cost comprising 
direct materials, labour and related manufacturing overheads.

 Cost of stock-in-transit represents the invoice value plus other charges incurred thereon till the balance sheet date.
              
 Net realizable value signifies the estimated selling price in the ordinary course of business less cost of completion 

and costs necessarily to be incurred in order to make the sales. Provision is made for slow moving stocks, where 
considered necessary.

2.9 Trade debts and other receivables

 Trade debts and other receivables are recognized initially at fair value and subsequently measured at amortized cost 
using the effective interest method, less provision for impairment. A provision for impairment is established when there 
is objective evidence that the Company will not be able to collect all amounts due according to the original terms 
of receivables. The amount of the provision is charged to income. Trade debts and other receivables considered 
irrecoverable are written-off.

 Exchange gains and losses arising on translation in respect of trade debts and other receivables in foreign currency 
are added to the carrying amount of the respective receivables.

2.10 Cash and cash equivalents

 Cash and cash equivalents in the statement of cash flows include cash in hand and in transit, balance with banks, 
deposits held at call with banks, other short-term highly liquid investments with original maturities of three months or 
less and short term finances. Short term finances on the balance sheet are shown as part of current liabilities.

2.11 Share capital

 Ordinary shares are classified as equity and recognized at their face value. Incremental costs, if any, directly attributable 
to the issue of new shares or options are recognized in equity as a deduction, net of tax, from the proceeds.

2.12 Borrowings

 Borrowings are recognized initially at fair value, net of transaction costs incurred, and are subsequently measured at 
amortized cost using the effective interest method.

 Borrowings are classified as current liabilities unless the Company has an unconditional / contractual right to defer 
settlement of the liability for at least twelve months after the balance sheet date.
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2.13 Retirement and other service benefits

2.13.1 Gratuity fund

 The employees of the Company participate in a defined contributory gratuity fund (the Fund) operated and managed 
by Engro Corporation Limited - the Holding Company. As per the terms of the defined contribution plan, the Company 
contributes to the Fund at the rate of 8.33% of basic salary. Annual contribution by the Company is charged to profit and 
loss account.

2.13.2 Provident fund

 The employees of the Company participate in defined contributory provident fund (the Fund) operated and managed by 
Engro Corporation Limited - the Holding Company. Equal monthly contributions at the rate of 10% of the basic salary are 
made both by the Company and the employees to the Fund. Annual contribution by the Company is charged to profit and 
loss account.

2.13.3 Other benefits - Service Incentive Plan

 Provision is made under a service incentive plan for certain category of experienced employees to continue in the 
Company s employment. The provision is made on the basis of management s estimates of incentives to be paid to 
employees on fulfillment of criteria given in the incentive plan.

2.14 Trade and other payables

 These are recognized initially at fair value and subsequently measured at amortized cost using the effective interest 
method. Exchange gains and losses arising on translation in respect of liabilities in foreign currency are added to the 
carrying amount of the respective liabilities.

2.15 Provisions

 Provisions are recognized when the Company has a present legal or constructive obligation as a result of past events, and 
it is probable that outflow of resources embodying economic benefits will be required to settle the obligation and a reliable 
estimate can be made of the amount of obligation. Provisions are reviewed at each balance sheet date and adjusted to 
reflect current best estimate.

2.16 Taxation

2.16.1 Current

 Provision for current taxation is based on the taxable income for the year, determined in accordance with the prevailing law 
for taxation on income, using prevailing tax rates. The charge for current tax also includes tax credits and adjustments, where 
considered necessary, for prior years determined during the year or otherwise considered necessary for such years.

2.16.2 Deferred

 Deferred income tax is provided using the liability method on all temporary differences arising between the tax bases of 
assets and liabilities and their carrying amounts in the financial statements. Deferred tax liabilities are generally recognized 
for all taxable temporary differences and deferred tax assets are recognized to the extent that it is probable that taxable 
profits will be available against which the deductible temporary differences, unused tax losses and tax credits can be utilized.

 Deferred income tax is determined using tax rates that have been enacted or substantively enacted by the balance sheet 
date and are expected to apply when the related deferred income tax asset is realized or the deferred income tax liability 
is settled. Deferred tax is charged or credited in the profit and loss account except to the extent that it relates to the items 
recognized directly in equity, in which case it is recognized in equity.
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2.17 Foreign currency transactions and translation

 These financial statements are presented in Pakistan Rupee, which is the Company s functional currency. Foreign currency 
transactions are translated into the functional currency using the exchange rate prevailing at the date of the transaction. Foreign 
exchange gains and losses resulting from the settlement of such transactions and from the translation at year-end exchange 
rates of monetary assets and liabilities denominated in foreign currencies are recognized in the profit and loss account.

2.18 Derivative financial instruments and hedging activities

 Derivatives are initially recognized at fair value on the date a derivative contract is entered into and are subsequently 
re-measured at their fair value. The method of recognizing the resulting gain or loss depends on whether the derivative 
is designated as a hedging instrument, and if so, the nature of the item being hedged. The Company designates certain 
derivatives as either:

 a) hedges of the fair value of recognized assets or liabilities or a firm commitment (fair value hedge); or

 b) hedges of a particular risk associated with a recognized asset or liability or a highly probable forecast transaction 
(cash flow hedge).

 Fair value hedge

 Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in the profit 
and loss account, together with any changes in the fair value of the hedged asset or liability that are attributable to 
the hedged risk.

 Cash flow hedge

 On an ongoing basis, the Company assesses whether each derivative continues to be highly effective in offsetting 
changes in the cash flows of hedged items. If and when a derivative is no longer expected to be highly effective, hedge 
accounting is discontinued.

 The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges is 
recognized in other comprehensive income. The gain or loss relating to the ineffective portion is recognized immediately 
in the profit and loss account.

 Amounts accumulated in other comprehensive income are reclassified to the profit and loss account in the periods when 
the hedged item affects profit or loss account i.e. when the transaction occurs. The gain or loss relating to the effective 
portion of interest rate swaps hedging variable rate borrowings is recognized in the profit and loss account or the cost of 
the related asset for which the borrowing is being utilized. However, when the forecast transaction that is hedged results 
in the recognition of a non-financial asset (e.g. stock-in-trade or property, plant and equipment) the gains and losses 
previously deferred in equity are transferred from equity and included in the initial measurement of the cost of the asset. 
The deferred amounts are ultimately recognized in cost of sales in case of stock-in-trade or in depreciation in case of 
property, plant and equipment.

 When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge accounting, any 
cumulative gain or loss existing in equity at that time remains in equity and is recognized when the forecast transaction 
is ultimately recognized in the profit and loss account or the cost of the related non-financial asset (e.g. stock-in-trade or 
property, plant and equipment) as applicable. When a forecast transaction is no longer expected to occur, the cumulative 
gain or loss that was reported in equity is immediately transferred to the profit and loss account.
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 The fair values of various derivative instruments used for hedging purposes are disclosed in note 18. Movements on the 
hedging reserve are shown in statement of comprehensive income. The full fair value of a hedging derivative is classified 
as a non-current asset or liability when the remaining maturity of hedged item is more than 12 months and as a current 
asset or liability when the remaining maturity of the hedged item is less than 12 months. Trading derivatives are classified 
as a current asset or liability.

2.19 Revenue recognition

 Revenue is recognized to the extent it is probable that the economic benefits will flow to the Company and the amount of 
revenue can be measured reliably. Revenue is measured at the fair value of the consideration received or receivable, and 
is recognized on the following basis: 

 -  sales are recognized when the product is dispatched to customers;

 -  revenue from the supply of electricity is recognized based upon the output delivered;

 -  dividend income is recognized when the Company s right to receive the payment is established; and

 -  return on deposits is recognized on accrual basis using the effective interest method.

2.20 Borrowing costs

 Borrowing costs are recognized as an expense in the period in which they are incurred except where such costs are 
directly attributable to the acquisition, construction or production of a qualifying asset, in which case, such costs are 
capitalized as part of the cost of that asset. Borrowing costs include exchange differences arising from foreign currency 
borrowings to the extent these are regarded as an adjustment to borrowing costs.

2.21 Segment reporting

 Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision-
maker. The chief operating decision-maker, who is responsible for allocating resources and assessing performance of the 
operating segments, has been identified as the Board of Directors of the Company that makes strategic decisions.

2.22 Dividend and appropriation to reserves

 Dividend and appropriation to reserves are recognized in the financial statements in the period in which these 
are approved.

3. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

 Estimates and judgments are continually evaluated and are based on historical experience and other factors, including 
expectations of future events that are believed to be reasonable under the circumstances. The Company makes estimates 
and assumptions concerning the future. The resulting accounting estimates will, by definition, seldom equal the related 
actual results. Estimates and assumptions that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year are as follows:
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3.1 Property, plant and equipment and intangible assets

 The Company reviews appropriateness of the useful life and residual value, where applicable, used in the calculation of 
depreciation / amortization on an annual basis. Further, where applicable, an estimate of recoverable amount of assets is 
made for possible impairment on an annual basis.

3.2 Stores and spares

 The Company regularly reviews the provision for slow moving stores and spares older than 10 years to assess the 
consumption of stores and spares, thereby ensuring that items meeting the criteria of 10 years are provided for.

3.3 Stock-in-trade

 The Company regularly reviews the net realizable value of stock-in-trade to assess any diminution in the respective 
carrying values. Net realizable value is determined with reference to estimated selling price less estimated expenditure to 
make the sales. 

3.4 Trade debts

 An estimate of the collectible amount of trade debts is made when collection of the full amount is no longer probable. For 
individually significant amounts, this estimation is performed on an individual basis. Any difference between the amounts 
actually collected in future periods and the amounts expected is recognized in the statement of comprehensive income.

3.5 Income taxes

 In making the estimates for current income taxes payable by the Company, the management looks at the applicable law 
and the decisions of appellate authorities on certain issues in the past.

3.6 Deferred tax asset
    
 In assessing the recognition of the deferred tax assets, management considers whether it is probable that some portion 

or all of the deferred tax assets will be realized. The ultimate realization of the deferred tax assets is dependent upon 
the generation of future taxable income during the periods in which those temporary differences, become deductible. 
Management considers the scheduled reversal of deferred tax liabilities, projects future taxable income and tax planning 
strategies in making this assessment. The amount of deferred tax assets considered realizable, however, could change 
in the near term if future estimates of projected taxable income during the carry forward period are revised.

4. PROPERTY, PLANT AND EQUIPMENT

 Operating assets, at net book value - note 4.1 15,023,936 15,245,662 

 Capital work-in-progress - note 4.4 923,342 679,306 

 Capital spares 63,792 83,398 

  16,011,070 16,008,366

Rupees
2017 2016

(Amounts in thousand)



Annual Report 2017

130

(Amounts in thousand)

4.1 Operating assets

As at January 1, 2016

Cost 194,127 504,781 22,826,589 398,968 26,122 50,315 33,849 196,926 68,187 24,299,864 

Accumulated depreciation (40,888) (141,037) (8,173,207) (185,635)  (21,070) (15,306) (12,505) (144,528) (45,108) (8,779,284)

Net book value 153,239 363,744 14,653,382 213,333 5,052 35,009 21,344 52,398 23,079 15,520,580

Year ended December 31, 2016

Opening net book value 153,239 363,744 14,653,382 213,333 5,052 35,009 21,344 52,398 23,079 15,520,580 

Additions - note 4.4 - - 558,399 - - - - 37,050 - 595,449 

Disposals - note 4.3

Cost - - - - - - - (146) (21,838) (21,984)

Accumulated depreciation - - - - - - - 138 15,592 15,730 

 - - - - - - - (8) (6,246) (6,254)

Write offs - note 4.3

Cost - - - - - - - (1,194) - (1,194)

Accumulated depreciation - - - - - - - 813 - 813 

 - - - - - - - (381) - (381)

Depreciation charge - note 4.2  (3,933) (20,851) (791,136) (19,999) (1,317) (2,516) (1,693) (18,919) (3,368) (863,732)

Net book value 149,306 342,893 14,420,645 193,334 3,735 32,493 19,651 70,140 13,465 15,245,662 

As at January 1, 2017

Cost 194,127 504,781 23,384,988 398,968 26,122 50,315 33,849 232,636 46,349 24,872,135 

Accumulated depreciation (44,821) (161,888) (8,964,343) (205,634) (22,387) (17,822) (14,198) (162,496) (32,884) (9,626,473)

Net book value 149,306 342,893 14,420,645 193,334 3,735 32,493 19,651 70,140 13,465 15,245,662 

Year ended December 31, 2017

Opening net book value 149,306 342,893 14,420,645 193,334 3,735 32,493 19,651 70,140 13,465 15,245,662 

Additions - note 4.4 - 91,707 674,554 - - - - 30,283 45,507 842,051 

Disposals - note 4.3

Cost - (48,455) - - - - - (103) (15,273) (63,831)

Accumulated depreciation - 27,675 - - - - - 98 11,776 39,549 

 - (20,780) - - - - - (5) (3,497) (24,282)

Impairment / write offs - note 4.3

Cost - (164,788) - - - - - (582) - (165,370)

Accumulated depreciation - 56,934 - - - - - 506 - 57,440 

 - (107,854) - - - - - (76) - (107,930)

Depreciation  charge - note 4.2 (3,934) (18,960) (857,239) (19,970) (1,317) (1,630) (2,414) (21,391) (4,710) (931,565)

Net book value 145,372 287,006 14,237,960 173,364 2,418 30,863 17,237 78,951 50,765 15,023,936

As at December 31, 2017

Cost 194,127 383,245 24,059,542 398,968 26,122 50,315 33,849 262,234 76,583 25,484,985 

Accumulated depreciation (48,755) (96,239) (9,821,582) (225,604) (23,704) (19,452) (16,612) (183,283) (25,818) (10,461,049)

Net book value 145,372 287,006 14,237,960 173,364 2,418 30,863 17,237 78,951 50,765 15,023,936 

Annual Rate of Depreciation (%) 2 to 2.14 2.5 to 10 2.5 to 25 5 5 5 5 5 to 33 5 to 25

Leasehold
land

Building on
leasehold

land

Plant and
machinery

Water VCM

Pipelines

Ethylene Gas

Furniture,
fixtures and
equipment Vehicles Total

Rupees
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Rupees
2017 2016

4.2 Depreciation charge has been allocated as follows:

 Cost of sales - note 26 918,304 849,672 
 Distribution and marketing expenses - note 27 3,224 3,348 
 Administrative expenses - note 28 10,037 10,712 
  931,565 863,732 

4.3 The details of operating assets disposed / written-off during the year are as follows:

 Vehicle 651 520 131 548 

  “ 1,477 1,182 295 1,105 

  “ 7,500 5,625 1,875 3,249 

  “ 855 684 171 665 

  “ 930 744 186 690 

  “ 950 760 190 721 

  “ 950 760 190 727 

  “ 950 760 190 740 

  “ 1,010 741 269 780  

      

 Office Building 48,455 27,676 20,779 83,470 

 Plant Building 164,788 56,934 107,854 -   

 Laptop 103 98 5 7 

 Laptop 173 146 27 90 

 Laptop 174 147 27 90

 Fax Machine 24 23 1 -   

 Refrigerator 33 31 2 -   

 Refrigerator 74 71 3 -   

 Air Conditioner 66 52 14 -   

 Paper Shredder 38 36 2 -   

 2017 229,201 96,990 132,211 92,882 

 2016 23,178 16,543 6,635 6,655

By auction

Mohammed Arif

Khalid Anwar

Syed Mohammed Ali

Safia Begum

Mohammed Sabeehuddin

Waseem Mirza

Mazahir Akhtar

Khaliq Raza

Khaliq Raza

Written-off

Impaired

under speci c 
approval to 
separating 
employees

Sale to Engro Energy Ltd.

Aggregate amount 
of assets having 

net book value less 
than Rs. 50 each

Cost Accumulated
depreciation

Net
book
value

Proceeds Mode of
disposal

Particulars of
purchaser

Rupees

Syed Zeeshan Ali

EFU Insuarance Claim

(Amounts in thousand)
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4.4 Capital work-in-progress
Building on 
leasehold 

land

Plant and  
machinery

 Furniture, 
fixtures and 
equipments

Advances 
for

 vehicles & 
software

Total

Rupees
 Year ended December 31, 2016

 Balance as at  January 1, 2016 7,480 600,582 18,601 15,857 642,520 

 Additions during the year 2,175 612,464 23,045 9,525 647,209 

 Transferred to:
      - Operating assets - note 4.1 - (558,399) (37,050) - (595,449)
      - Intangible assets - note 5 - - - (14,974) (14,974)

 Balance as at December 31, 2016 9,655 654,647 4,596 10,408 679,306 
  
 Year ended December 31, 2017

 Balance as at  January 1, 2017 9,655 654,647 4,596 10,408 679,306 

 Additions during the year 82,052 917,193 38,956 74,264 1,112,465 

 Transferred to:
      - Operating assets - note 4.1 (91,707) (674,554) (30,283) (45,507) (842,051)
      - Intangible assets note - 5 - - - (26,378) (26,378)

 Balance as at December 31, 2017 - 897,286 13,269 12,787 923,342

5. INTANGIBLE ASSETS - Computer software  Rupees

 As at January 1, 2016
 Cost  161,055 
 Accumulated amortization  (70,710)
 Net book value  90,345 
  
 Year ended December 31, 2016
 Opening net book value  90,345 
 Additions at cost - note 4.4  14,974 
 Amortization charge - note 28  (14,464)
 Closing net book value  90,855 

 As at December 31, 2016
 Cost  176,029 
 Accumulated amortization  (85,174)
 Net book value  90,855 

 Year ended December 31, 2017
 Opening net book value  90,855 
 Additions at cost - note 4.4  26,378 
 Amortization charge - note 28  (12,570)
 Closing net book value  104,663 
 
 As at December 31, 2017 
 Cost  202,407 
 Accumulated amortization  (97,744)
 Net book value  104,663 

5.1 The cost is being amortized over a period of 5 to 10 years.
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Rupees
2017 2016

Rupees
2017 2016

6. LONG TERM INVESTMENT  
 
 Subsidiary - at cost
      Engro Polymer Trading (Private) Limited
           5,000,000 (2016: 5,000,000) ordinary shares
           of Rs. 10 each 50,000 50,000 
 

7. LONG TERM LOANS AND ADVANCES
 - Considered good

 Executives - notes 7.1, 7.2, 7.4 and 7.5 110,839 101,029 
 Less: Current portion shown under current assets - note 12 (35,083) (31,058)
  75,756 69,971 

 Employees - notes 7.3 and 7.5 1,520 806 
 Less: Current portion shown under current assets - note 12 (1,520) (806)
  - -   
  75,756 69,971

7.1 Reconciliation of the carrying amount of loans and advances to executives is as follows:

 Balance at beginning of the year 101,029 101,023

 Add: Disbursements 69,249 57,079

 Less: Repayments / Amortizations (59,439) (57,073)

 Balance at end of the year 110,839 101,029 

7.2 These include interest free loans and advances to executives for house rent, vehicles, home appliances and investments 
given in accordance with the terms of employment. Loans for house rent are repayable in 12 to 18 equal monthly installments 
and investment are repayable in lump sum amount after 36 months. Loans for home appliances are repayable in 5 equal 
annual installments. Advances for vehicles are charged to profit and loss account over a period of 4 years.

7.3 These include interest free loans to employees for home appliances and investments, given in accordance with the terms 
of employment. Loans are repayable in accordance with the terms stated in note 7.2.

7.4 The maximum aggregate amount due from the executives at the end of any month during the year was Rs. 120,429 (2016: 
Rs. 121,646). These are secured by way of promissory notes.

7.5 The carrying values of these financial assets are neither past due nor impaired. The credit quality of these financial assets 
can be assessed with reference to no material defaults in recent history.

(Amounts in thousand)



Annual Report 2017

134

Rupees
2017 2016

8. DEFERRED TAXATION

 Credit balances arising due to:
      - accelerated tax depreciation (3,224,307) (3,178,960)
 Debit balances arising due to:
     - recoupable carried forward
           tax losses - note 8.1 1,443,219 2,778,309 
 - recoupable minimum turnover tax - note 8.2 510,131 168,659 
 - recoupable alternative corporate tax 111,655 -  
 - unpaid liabilities 104,263 87,783 
 - provision for Gas Infrastructure Development 
      Cess and Special Excise Duty 924,358 618,568 
 - provision for net realizable value of stock-in-trade 7,515 7,208 
 - provision for slow moving stores and spares 82,066 17,662 
 - provision bad debts 2,888 -   
 - fair value of hedging instrument - 632 
 - share issuance cost, net to equity 49,467 49,467
  3,235,562 3,728,288
   11,255 549,328 

8.1 Deferred income tax asset is recognized for tax losses available for carry-forward to the extent that the realization of the 
related tax benefit through future taxable profits is probable. The aggregate tax losses available for carry-forward as at 
December 31, 2017 amount to Rs. 4,810,730 (2016: Rs. 9,261,030).

8.2 During the year, the Company has recognized deferred tax asset on recoupable minimum turnover tax  in respect of 
current year amounting to Rs. 341,472 (2016: 168,659)  as the Company, based on its financial projections, expects 
to recoup it in the ensuing years. In 2013, the High Court of Sindh, in respect of another company, overturned the 
interpretation of the Appellate Tribunal on Section 113 (2) (c) of the Income Tax Ordinance, 2001 and decided that 
minimum turnover tax cannot be carried forward where there is no tax paid on account of loss for the year or carried 
forward losses. The Company s management is however of the view, duly supported by the legal advisor, that the above 
order would not be maintained by the Supreme Court, which the Company intends to approach if required. Accordingly, 
the Company has recognized deferred tax asset on recoupable minimum turnover tax.

9. STORES, SPARES AND LOOSE TOOLS

 Consumable stores and spares - note 9.1 1,880,330 1,606,707 

 Less: Provision for slow moving stores and spares - note 9.2 277,943 61,326 
  1,602,387 1,545,381 
9.1 This includes goods in transit amounting to Rs. 248,659 (2016: Rs. NIL).

9.2 The movement in the provision for slow moving stores
      and spares is as follows:

 Balance at beginning of the year 61,326 52,525 
 Add: Recognized during the year - notes 9.3 and 26 241,117 8,801 
 Less: Reversal during the year - note 26 (24,500) -   
 Balance at end of the year 277,943 61,326 
 
9.3 This pertains to a specific provision relating to slow moving stores and spares of the Company.

Rupees
2017 2016

(Amounts in thousand)
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Rupees
2017 2016

10. STOCK-IN-TRADE

 Raw and packing materials - notes 10.1 and 10.2 2,440,340 1,876,110
 Work-in-process 28,846 2,635 
 Finished goods - own manufactured product - notes 10.1 and 10.3 1,211,976 1,145,523 
  3,681,162 3,024,268

10.1 This includes stocks held at the storage facilities of the following parties:

  

      - Engro Vopak Terminal Limited, a related party 1,251,591 345,812 

      - Fatimafert Limited 647 4,286 

      - Al-Rahim Trading Company (Private) Limited 21,700 14,083 

      - Al-Hamd Traders 2,742 1,581 

  1,276,680 365,762

 
10.2 This includes goods in transit amounting to Rs. 242,516 (2016: Rs. 548,142).
  
10.3 This includes carrying value of Poly Vinyl Chloride resin, net of realizable value reduction of Rs.25,453 

(2016: Rs. 25,028).

Rupees
2017 2016

11. TRADE DEBTS - considered good

 Secured - note 11.1 287,211 291,581 
 Related Parties - notes 11.2 and 11.3 119,069 24,146 
 Unsecured 98,843 140,669 
  505,123 456,396 
 Considered doubtful 9,628 -
  514,751 456,396 
 Less: Provision for doubtful debts - note 11.4 9,628 -   
  505,123 456,396 

11.1 These debts are secured by way of bank guarantees and letters of credit from customers.

11.2 Due from related parties comprise of:

 Engro Fertilizers Limited 18,978 8,614 38,372 15,107 61,719 - 119,069 23,721 
 Engro Foods Limited - 397 - 28 - - - 425 
  18,978 9,011 38,372 15,135 61,719  - 119,069  24,146

2017 2017 2017 20172016 2016 2016 2016

Upto 1 month 2 to 6 months More than 6 months Total

Rupees

(Amounts in thousand)
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Rupees
2017 2016

11.4 The movement in provision during the year is as follows:
 
 Balance at beginning of the year  - -   

 Add: Provisions made during the year - note 29 9,628 -
 Balance at end of the year 9,628 -

11.3 As at December 31, 2017, trade debts due from related parties amounting to Rs. 100,091 were past due but not 
impaired.These relate to parties with whom there is no history of default.

12. LOANS, ADVANCES, DEPOSITS, PREPAYMENTS
      AND OTHER RECEIVABLES

 Considered good
 Current portion of long term loans and advances - note 7
      - executives 35,083 31,058 
      - employees 1,520 806 
  36,603 31,864 
 Advances to employees 756 2,184 
 Advances to suppliers and others 27,884 54,735 
 Deposits 24,897 20,883 
 Prepayments 82,981 88,529 
 Receivable from Government of Pakistan
      - Sales tax and Federal excise duty refundable 412,186 224,969 
      - Octroi / duty claims 152 152 
  412,338 225,121 
 Due from related parties:
 Engro Vopak Terminal Limited 215 8 
 Engro Foods Limited 5 39 
 Engro Energy Limited 86,724 4,124 
 Sindh Engro Coal Mining Company Limited 126 220 
 Engro Corporation Limited 4,684 290 
 Engro Foundation - 7 
 Engro Powergen Qadirpur Limited 9 9 
  91,763 4,697 
 Other receivables 696 3,422 
  677,918 431,435 
 Considered doubtful
 Custom duty claims refundable - note 12.1 18,043 18,043 
 Less: Provision for impairment - note 12.3 (18,043) (18,043)
  - -   
 Special Excise Duty (SED) refundable - note 12.2 36,687 36,687 
 Less: Provision for impairment - note 12.3 (36,687) (36,687)
  - -   
  677,918 431,435

(Amounts in thousand)
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12.1 The Customs Appellate Tribunal, Karachi Bench, through its order dated October 31, 2011, disposed of the Company s 
appeal filed on April 11, 2008 against the order of Collector of Customs, Port Muhammad Bin Qasim, Karachi, for the 
refund of custom duty paid during the period June 16, 2006 to July 24, 2006 on imports of Vinyl Chloride Monomer (VCM). 
The Tribunal was informed that all the aforementioned VCM  consignments were released after the issuance of SRO 565(1) 
/ 2006 dated June 6, 2006 and the benefit of five percent duty reduction was also passed on to the customers. However, 
as the price of the Company s product was increased which is linked with international market, the Tribunal inadvertently 
presumed that the said benefit had not been transferred to the customers and passed an order against the Company.

 The Company has filed an appeal with the High Court of Sindh against the aforesaid order of the Tribunal. However, 
based on prudence, the Company is maintaining full provision against the aforementioned custom duty refundable till 
such time that all available legal forums are exhausted.

12.2 During the year 2007, Special Excise Duty (SED) amounting to Rs. 91,616 was paid on import of certain fixed assets. 
Out of the total SED paid, an amount of Rs. 54,299 was adjusted through input claim in sales tax returns. Subsequently, 
the remaining amount of Rs. 36,687 could not be adjusted as the said duty was disallowed as adjustment from output 
tax under section 7 of Sales Tax Act, 1990. Therefore, the Company has fully provided the said amount on the  basis of 
prudence. However, the Company is pursuing recovery of the remaining amount from the tax authorities based on the 
view that the SED can be recovered as it was paid prior to the change in the Sales Tax Act.

12.3 As at December 31, 2017, receivables aggregating to Rs. 54,730 (2016: Rs. 54,730) were deemed to be impaired and 
have been provided for in full, based on prudence. The remaining balances of loans, deposits, due from related parties 
and other receivables are neither past due nor impaired.

13. TAXES RECOVERABLE

13.1 Tax year 2008

 The Deputy Commissioner Inland Revenue (DCIR) through the order dated November 26, 2009 raised  a tax demand of 
Rs. 213,172. The demand arose as a result of additions on account of trading liabilities of Rs. 47,582 under section 34(5) 
of the Income Tax Ordinance, 2001 (the Ordinance); disallowance of provision for retirement benefits of Rs. 5,899; adding 
imputed interest on loans to employees and executives of Rs. 16,069 to income; disallowing finance cost of Rs. 134,414 
and not considering adjustment of minimum tax paid for tax years 2004 to 2007 against the above demand.

 The Company filed an appeal against the aforesaid order before the Commissioner Inland Revenue Appeals [CIR(A)], but 
discharged the entire demand through adjustment against assessed refunds of Rs. 180,768 and paying the balance of 
Rs. 32,404 under protest . Through his appellate order, the CIR(A) maintained certain additions aggregating Rs. 189,810 
including finance cost amounting to Rs. 134,414 and remanded back the issue of imputed interest on loans to employees 
and executives and directed the DCIR to allow credit of the minimum tax charged for the period of tax years 2004 to 
2007. An appeal against the said appellate order was filed by the Company before the Appellate Tribunal Inland Revenue 
(ATIR). The department also filed an appeal against the said appellate order challenging the actions of the CIR(A).

 In 2013, the ATIR issued an order whereby the aforementioned appeal was disposed of by accepting Company s position 
except for additions on account of trading liabilities to the extent of Rs. 20,280 and minimum turnover tax for tax years 
2004 and 2007 to the extent of Rs. 19,692 and Rs. 7,300 respectively, which were maintained.

 The Company filed a reference with the High Court of Sindh against the additions maintained by ATIR. Likewise, the tax 
department has also filed reference with the High Court of Sindh against the order passed by the ATIR in favour of the 
Company. The management of the Company, based on the advice of its tax consultants, is confident that the ultimate 
outcome of the aforementioned matters would be favorable and, accordingly, has not recognized the effects for the same 
in these financial statements.
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13.2 Tax year 2009

 The DCIR through his order dated November 30, 2010 raised a tax demand of Rs. 163,206. The demand arose as a 
result of disallowance of finance cost of Rs. 457,282; additions to income of trading liabilities of Rs. 21,859 under section 
34(5) of the Ordinance; disallowance of provision for retirement benefits of Rs. 14,239; disallowance of provision against 
Special Excise Duty refundable of Rs. 36,687; addition of imputed interest on loans to employees and executives of Rs. 
20,599 and not considering net loss.

 The entire demand of Rs. 163,206 was adjusted against assessed tax refunds and an appeal was filed by the Company 
before the CIR(A). Through his appellate order, the CIR(A) maintained certain additions aggregating to Rs. 493,971 
including disallowance of finance cost amounting to Rs. 457,282 and remanded back the issue of imputed interest on 
loans to employees and executives. An appeal against the said appellate order was filed before the ATIR. The department 
also filed an appeal against the said appellate order challenging the action of CIR(A), regarding deletion of addition on 
account of provision for the retirement benefits.

 In 2013, the ATIR issued an order whereby the aforementioned appeal was disposed of by accepting Company s position 
except for additions on account of SED provision of Rs. 36,687 and imputed interest on loans to employees and executives 
to the extent of Rs. 17,430, which were maintained. 

 The Company filed a reference with the High Court of Sindh against the additions maintained by ATIR. Likewise, the tax 
department has also filed reference with the High Court of Sindh against the order passed by the ATIR in favour of the 
Company. The management of the Company, based on the advice of its tax consultants, is confident that the ultimate 
outcome of the aforementioned matters would be favorable and, accordingly, has not recognized the effects for the same 
in these financial statements.

14. SHORT TERM INVESTMENTS 
   
 Held to maturity

 Term Deposits Receipts  - note 14.1 150,000 740,000 

14.1 Represents Term Deposits Receipts maturing on January 27, 2018 and carrying mark-up of 6.55% (2016: 6.15% to 7%) 
per annum.

Rupees
2017 2016

15. CASH AND BANK BALANCES

 Cash in hand 1,140 919 

 Cash at bank:
      - current accounts - note 15.1 7,688 36,284 
      - saving accounts 671,053 334,413 
  678,741 370,697 
  679,881 371,616

15.1 Include Rs. 31,783 (2016: Rs. 32,943) held in foreign currency bank account.

Rupees
2017 2016
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16. SHARE CAPITAL

 Authorized capital 
 800,000,000 (2016: 800,000,000) ordinary shares
      of Rs. 10 each 8,000,000 8,000,000 

 400,000,000 (2016: 400,000,000) preference shares 
      of Rs. 10 each 4,000,000 4,000,000
 
 Issued, subscribed and paid-up capital
 663,468,788 (2016: 663,468,788) ordinary shares
      of Rs. 10 each, fully paid in cash - note 16.1 6,634,688 6,634,688

16.1 As at December 31, 2017, Engro Corporation Limited (the Holding Company) held 372,809,989 (2016: 372,809,989) 
ordinary shares of Rs.10 each.

17. LONG TERM BORROWINGS, secured

 International Finance Corporation (IFC) 6 months LIBOR + 2.6% to 3% 15 half yearly June 2010 - 416,903

 Bilateral - IV - note 17.1 6 months KIBOR + 0.8% 10 half yearly July 1, 2019 1,500,000  1,500,000

 Bilateral - V - note 17.1 6 months KIBOR + 0.8% 10 half yearly July 1, 2019 1,500,000 1,500,000 

 Bilateral - VI - note 17.1 6 months KIBOR + 0.8% 10 half yearly June 28, 2019 750,000 750,000 

 Bilateral - VII - note 17.1 6 months KIBOR + 0.8% 10 half yearly June 28, 2019 1,250,000 1,250,000 

 Bilateral - VIII - notes 17.1 and 17.2 6 months KIBOR + 0.8% 6 half yearly June 28, 2019 1,000,000 750,000 

 Bilateral - IX - note 17.2 6 months KIBOR + 0.4% 6 half yearly June 30, 2020 750,000 -   

 Bilateral - X - note 17.2 6 months KIBOR + 0.4% 6 half yearly June 26, 2020 2,000,000 -   

 Subordinated loan from 

      Engro Corporation Limited (ECL)

           - note 17.3 3 months KIBOR + 3.5% -  - 3,000,000 

    8,750,000 9,166,903 

 Less: Current portion shown under current liabilities   - (416,903)

     8,750,000 8,750,000

Title Mark-up rate
per annum Number

Installments

Commencing 
from

Rupees
2017 2016

(Amounts in thousand)
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17.1 During the previous year, the Company obtained new finances from financial institutions at renegotiated terms at lower 
interest rates / mark-up rates to re-profile its balance sheet.

17.2 During the year. the Company has obtained borrowings of Rs. 2,750,000 under the new financing arrangements and 
utilized the existing facility from Rs. 750,000 to Rs. 1,000,000 through first supplemental finance agreement. Further, 
the Company repaid its outstanding balance owed to IFC amounting to Rs. 416,903.

17.3 During the year, the Company has prepaid its subordinated loan to ECL (the Holding Company) amounting to 
Rs. 3,000,000.

17.4 These finances are secured by way of hypothecation charge over all the present and future moveable assets of 
the Company.

17.5 Following are the changes in the long term borrowings (i.e. for which cash flows have been classified as financing 
activities in the statement of cashflows:

18. DERIVATIVE FINANCIAL INSTRUMENTS

18.1 Last year, the Company had outstanding interest rate swap agreements with banks for notional amounts aggregating 
US$ 2,666 to hedge its interest rate exposure on floating rate foreign currency borrowings from International Finance 
Corporation (IFC). Under the swap agreements, the Company received six month USD-LIBOR on respective notional 
amounts and paid fix rates, which were settled semi-annually. During the current year, the Company paid off all its 
foreign currency borrowings and did not renew the outstanding interest rate swap agreements. Details of these swap 
agreements are as follows:

Rupees
2017 2016

 Balance as at January 1 9,166,903 8,326,676
 Disbursements during the year 3,000,000 6,600,000 
 Amortization of transaction cost - 35,963 
 Repayment (3,416,903) (5,795,736)
 Balance as at December 31 8,750,000 9,166,903

 - 1,000 December 15, 2008 June 15, 2017 3.385  - 790 

 - 333 June 15, 2009 June 15, 2017 3.005  - 264 

 - 1,000 June 15, 2009 June 15, 2017 2.795 - 790 

 - 333 June 15, 2009 June 15, 2017 2.800 - 263 

 - 2,666    - 2,107

Effective
Date

Notional Amounts  
Fixed

Rate  %

Fair Values as at
Termination

Date
Rupees

2017 2016
US $

2017 2016

(Amounts in thousand)
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19. SERVICE BENEFIT OBLIGATIONS

 Service incentive plan - note 19.1 45,953 45,622

19.1 This represents provision for annual employment benefit payable to eligible employees who have successfully completed 

3 years vesting period with the Company.

Rupees
2017 2016

20.1 The aggregate facilities for running finance available from various banks as at December 31, 2017, representing the 

sales price of all mark-up arrangements, amounted to Rs. 3,425,000 (2016: Rs. 3,300,000) out of which 400,000 is 

under renewal. The corresponding purchase price is payable on various dates during the ensuing year. Mark-up is 

chargeable at rates net of prompt payment rebate, ranging from relevant period KIBOR plus 0.1% to 1% (2016: relevant 

period KIBOR plus 0.9% to 1.25%) per annum. These facilities are secured by a floating charge over stocks and book 

debts of the Company.

20.2 This represents export refinancing facility carrying mark-up at the rate of 3% (2016: 3%) on rollover basis for six months. 

This facility is secured by a floating charge over stocks and book debts of the Company.

20.3 This represents loan from Engro Polymer Trading (Private) Limited, the wholly owned subsidiary. The loan was subordinated 

to other financial arrangements (other than trade creditors) and carries markup at the rate of 3 months KIBOR plus 3.5% 

per annum, payable quarterly.

20.4 The facility for opening letters of credit as at December 31, 2017 aggregates to Rs. 13,550,000 (2016: Rs. 11,800,000) out 

of which 2,000,000 is under renewal. The amount utilized thereagainst as at December 31, 2017 was Rs. 1,010,000 (2016: 

Rs. 5,503,000). The facilities carry commission at the rate of 0.05% to 0.1% flat (2016: 0.05% to 0.1% flat).

20. SHORT TERM BORROWINGS

 Running finance utilized under mark-up

      arrangements - note 20.1 - 29,638 

 Export refinance facility - note 20.2 - 300,000 

 Loan from Subsidiary - note 20.3 - 85,000 

  - 414,638

Rupees
2017 2016

(Amounts in thousand)
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21. TRADE AND OTHER PAYABLES  
 

 Trade and other creditors - note 21.1 1,714,553 4,964,249 
 Accrued liabilities  - notes 21.1 and 21.2 1,622,695 1,282,790 
 Advances from customers  883,418 291,490 
 Retention money 13,249 10,895 
 Security deposits 28,959 28,955 
 Payable to provident fund 15,874 14,284 
 Workers  welfare fund 44,472 49,764 
 Withholding tax payable 6,742 -   
 Workers  profits participation fund - note 29 163,661 62,424 
 Others 19,746 17,251 
  4,513,369 6,722,102
21.1 Includes due to following related parties:   

 
 - Engro Corporation Limited 18,459 -
 - Mitsubishi Corporation 1,461 2,682,171 
 - Engro Fertilizers Limited 6,622 108 
 - Engro Vopak Terminal Limited 87,390 -   
  113,932 2,682,279 

21.2 This includes Sindh Infrastructure Development Cess amounting to Rs. 496,988 (2016: 423,103 ).

22. ACCRUED INTEREST / MARK-UP

 Finance cost accrued on:
      - long term borrowings 131,475 859 
      - short term borrowings 3,612 10,237 
  135,087 11,096 

23. PROVISIONS

 Provision for Gas Infrastructure Development Cess 3,112,619 2,129,764

23.1 Provision for Gas Infrastructure Development Cess (GIDC)

 Under the Gas Infrastructure Development Cess Act, 2011, the Government of Pakistan levied Gas Infrastructure 
Development Cess (GIDC) on all industrial gas consumers at the rate of Rs. 13 per MMBTU. Subsequently, the GIDC 
rates were enhanced through notifications under OGRA Ordinance 2002, Finance Act, 2014 and GIDC Ordinance 2014 
against which the Company has obtained ad-interim stay orders from the High Court of Sindh. However, on prudent basis 
the Company recognized a provision of Rs. 1,345,789 till May 21, 2015.

Rupees
2017 2016

Rupees
2017 2016

Rupees
2017 2016

(Amounts in thousand)
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 On May 22, 2015 the Gas Infrastructure Development Cess (GIDC) Act, 2015 was promulgated whereby cess rate of 
Rs.100 per MMBTU and Rs.200 per MMBTU were fixed for industrial and captive power consumption, respectively. The 
GIDC Act, 2015 was made applicable with immediate effect superseding the GIDC Act, 2011 and GIDC Ordinance, 2014.

 The Company, based on the advice of its legal counsel, is of the view that as per GIDC Act, 2015, the uncollected portion 
of cess levied through GIDC Act, 2011 and GIDC Ordinance 2014, shall not be collected from the industrial sector. 
Therefore, the Company reversed the provision relating to industrial portion of GIDC amounting to Rs. 753,664 for the 
period prior to promulgation of GIDC Act, 2015 and retained GIDC provision amounting to Rs. 592,125 in respect of 
captive power.

 Further, the Company has also obtained ad-interim stay order against the GIDC Act, 2015 from the High Court of Sindh. 
This stay order has restrained Sui Southern Gas Company Limited (SSGCL) from charging and / or recovering the cess 
under the GIDC Act, 2015 till the final decision on this matter. However, based on prudence, the Company has recognized 
a further provision of Rs. 2,520,494 pertaining to the period subsequent to promulgation of GIDC Act, 2015.

24. CONTINGENCIES AND COMMITMENTS

24.1 The Deputy Commissioner Inland Revenue (DCIR) through order dated January 8, 2016, raised a sales tax demand of Rs. 
524,589 on account of alleged short payment of sales tax due on the finished products that would have been produced 
and sold from the excess wastage of raw material. The Company filed thereagainst before the Commissioner Inland 
Revenue Appeals [CIR(A)] on the grounds that the order passed against the Company was absolutely baseless as the 
DCIR had used inappropriate theoretical assumptions for calculating the sales tax liability. The CIR(A) through his order 
dated March 10, 2016, has decided the matter in favor of the Company. However, the department has challenged the 
said order of CIR(A) before Appellate Tribunal Inland Revenue (ATIR). No proceedings regarding this matter have been 
carried out by ATIR, till the year end. The management of the Company, based on the advice of its tax consultants, is 
confident of favorable outcome of this matter, accordingly, no provision has been made in this respect.

24.2 The aggregate facilities for issuance of performance guarantees by the banks on behalf of the Company as at December 
31, 2017 amounts to Rs. 1,297,000 (2016: Rs. 1,156,750). The amount utilized there against as at December 31, 2017 is 
Rs. 1,238,450 (2016: Rs. 1,140,950).

24.3 The Company has entered into operating lease arrangements with Al-Rahim Trading Company (Private) Limited and 
Fatima fertilizer, for storage and handling of Ethylene Di Chloride (EDC) and Caustic soda, respectively. The total lease 
rentals due under these lease arrangements are payable in monthly installments till July 2019. The future aggregate lease 
payments under these arrangements are as follows:

 Not later than 1 year 16,875 14,400 
 Later than 1 year and no later than 5 years 8,400 22,800 
  25,275 37,200 

24.4 The Company has entered into contracts with Engro Vopak Terminal Limited, a related party, for storage and handling of 
Ethylene, Vinyl Chloride Monomer (VCM) and Ethylene Di-Chloride (EDC), valid till March 2026, December 2018 and May 
2018, respectively. Annual fixed cost payable to Engro Vopak Terminal Limited, under these contracts, approximates to 
US $ 9,165.

24.5 Through Finance Act, 2017 an amendment has been made in section 5A of Income Tax Ordinance, 2001 by virtue of which 
a tax at the rate of 7.5% of accounting profit before tax shall be imposed if the Company does not distribute at least 40% of 
its profits after tax. This amendment is also applicable for tax year 2017. During the year, the Company has filed a petition 
against the application of section 5A on several grounds including its retrospective application and an interim relief has been 
granted in the favor of the Company. No provision in this respect has been recognized in these financial statement.

Rupees
2017 2016

(Amounts in thousand)



Annual Report 2017

144

25. NET REVENUE

 Gross local sales 32,396,032 26,542,263 

 Less:
      - Sales tax 4,688,089 3,839,807 
      - Discounts 455,744 317,322 
  5,143,833 4,157,129 
  27,252,199 22,385,134 
 Export sales 419,338 415,759 
 Supply of electricity - note 25.1 59,199 53,131 
  27,730,736 22,854,024

25.1 Represents supply of surplus power to Engro Fertilizers Limited - a related party.

Rupees
2017 2016

26. COST OF SALES

 Opening stock of work-in-process 2,635 23,533 

 Raw and packing materials consumed 12,764,487 10,874,303 
 Salaries, wages and staff welfare - note 26.1 957,767 878,117 
 Fuel, power and gas 4,433,764 4,386,364 
 Repairs and maintenance 400,729 331,951 
 Depreciation - note 4.2 918,304 849,672 
 Consumable stores 346,018 312,977 
 Purchased services 240,751 187,020 
 Storage and handling 1,067,613 1,024,998 
 Training, conveyance  and travelling 139,792 96,490 
 Communication, stationery and other office expenses 7,158 9,921 
 Insurance 97,194 110,825 
 Impairment of property, plant and equipment - note 4.1 107,854 -   
 Provision for slow moving stores and spares - note 9.2 241,117 8,801 
 Reversal of provision for slow moving stores and spares - note 9.2 (24,500) -   
 Other expenses 59,942 30,190 
  21,757,990 19,101,629 
 Closing stock of work-in-process (28,846) (2,635)

 Cost of goods manufactured 21,731,779 19,122,527

 Opening stock of finished goods 1,145,523 942,011 
 Closing stock of finished goods (1,211,976) (1,145,523)
  (66,453) (203,512)
  21,665,326 18,919,015 
 
26.1 These includes Rs. 76,653 (2016: Rs. 71,814) in respect of staff retirement and other service benefits, referred to in note 34.

Rupees
2017 2016

(Amounts in thousand)
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27. DISTRIBUTION AND MARKETING EXPENSES

 Salaries, wages and staff welfare - note 27.1 160,825 123,923 

 Sales promotion 162,389 124,043 

 Product transportation and handling 917,046 860,571 

 Rent, rates and taxes 41,339 29,100 

 Purchased services 8,080 13,237 

 Depreciation - note 4.2 3,224 3,348 

 Training, conveyance and travelling 12,991 12,032 

 Communication, stationery and other office expenses 3,648 4,139 

 Others 8,854 9,376 

  1,318,396 1,179,769 

27.1 These includes Rs. 12,330 (2016: Rs. 10,213) in respect of staff retirement and other service benefits, referred to in 

note 34.

Rupees
2017 2016

28. ADMINISTRATIVE EXPENSES

 Salaries, wages and staff welfare - note 28.1 274,015 265,958 

 Rent, rates and taxes 81,031 57,945 

 Purchased services 110,720 101,959 

 Insurance 2,941 2,751 

 Depreciation - note 4.2 10,037 10,712 

 Amortization - note 5 12,570 14,464 

 Training, conveyance and travelling 40,631 27,612 

 Communication, stationery and other office expenses 23,104 18,690 

 Others 29,114 18,805 

  584,163 518,896

28.1 These includes Rs. 19,284 (2016: Rs. 19,110) in respect of staff retirement and other service benefits, referred to in 

note 34.

Rupees
2017 2016

(Amounts in thousand)
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29. OTHER OPERATING EXPENSES

 Legal and professional charges 72,123 23,354 

 Auditors  remuneration - note 29.1 3,613 4,153 

 Donations - note 29.2 3,397 4,575 

 Workers  welfare fund 300 6,000 

 Workers  profits participation fund 163,661 62,424 

 Foreign exchange loss - net 112,519 38,181 

 Provision for doubtful debt - note 11.4 9,628 -   

 Others - 10,770 

  365,241 149,457

 

29.1 Auditors  remuneration

 Fee for:

      - Annual statutory audit 825 825 

      - Half yearly review 216 185 

      - Review of compliance with Code of

           Corporate Governance 40 40 

 Taxation and other advisory services 2,295 2,823 

 Reimbursement of expenses 237 280 

  3,613 4,153 

29.2 The Directors and their spouses do not have any interest in any donees except for Mr. Imran Anwar, Chief Executive who 

is a trustee of Engro Foundation.

Rupees
2017 2016

30. OTHER INCOME
 
 On financial assets

 Income on bank deposits 33,793 915 
 Income from short term investments 10,706 -   

 On non-financial assets

 Profit on disposal of operating assets - note 30.1 68,525 20 
 Scrap sales 6,361 11,582 
 Others 13,266 7,841 
  132,651 20,358 

30.1 Includes profit on disposal of assets to Engro Energy Limited, a related party amounting to Rs. 62,690 (2016: Nil).

Rupees
2017 2016

(Amounts in thousand)
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 Profit before taxation 3,109,255 1,180,064 

 Tax calculated at applicable rate of 30% (2016: 31%) 932,777 365,820 

 Tax effect of presumptive tax regime and income subject

      to lower tax rates (16,985) (9,160)

 Prior year tax charge / (reversal), net 65,362 (1,558)

 Effect of inadmissible expenses / permanent differences 17,947 1,795 

 Impact of change in tax rates 61,703  170,794

 Others (683) (2,415)

  1,060,121 525,276

31. FINANCE COSTS

 Interest / mark-up on:
      - long term borrowings 706,919 642,454 
      - short term borrowings 10,026 139,948 
      - running finances 13,818 58,247 
  730,763 840,649 

 Foreign exchange gain on borrowings - (2,400)
 Guarantee commission 2,604 1,255 
 Bank charges and others 87,639 87,677 
  821,006 927,181 

32. TAXATION

 Current
      - for the year - note 32.1 457,320  172,816 
      - for prior years - note 32.2 65,362 (1,558)
  522,682 171,258 

 Deferred
     - for the year 537,439 354,018 
  1,060,121 525,276 

32.1 This Represents Alternate Corporate Tax (ACT) of 17% (2016: Minimum turnover tax of 1% on turnover) on the accounting 
income, in accordance with section 113C of the Income Tax Ordinance, 2001.

32.2 Includes Super tax for rehabilitation for temporarily displaced persons  at the rate of 3% on specificed income for the tax 
year 2017 (i.e. for the year ended December 31, 2016) levied through Finance Act 2017.

32.3 Relationship between tax expense and accounting loss

Rupees
2017 2016

Rupees
2017 2016

(Amounts in thousand)
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33. EARNINGS PER SHARE - Basic and diluted

 There is no dilutive effect on the basic earnings per share of the Company, which is based on:

 Profit for the year   2,049,134    654,788
 

 Weighted average number of ordinary shares  663,469  663,469 

34. RETIREMENT AND OTHER SERVICE BENEFITS
  
34.1 Provident fund

 In 2013, the Company replaced its provident fund with the provident fund (the Fund) operated and managed by Engro 
Corporation Limited - the Holding Company. Accordingly, the following information is based on the latest audited financial 
statements of the Fund maintained by the Holding Company as at June 30, 2016 and unaudited financial statements as 
at June 30, 2017.

34.1.1 Details of the Fund

Rupees
2017 2016

Number in thousands

 Size of Fund 3,941,927 3,386,894 

 Cost of the investment made 2,493,496 2,920,257

 Percentage of investments made 92% 92%

 Fair value of investments 3,643,638 3,108,948 

34.1.2 Break-up of investments in terms of amount and percentage of size of the Fund is as follows:

Rupees

June 30, 
2017

June 30, 
2016

 Description

 National savings scheme 824,473 23% 808,579 26%

 Government securities 1,152,661 32% 727,842 23%

 Listed securities 817,729 22% 974,172 31%

 Balances within savings account 848,775 23% 598,355 20%

  3,643,638 100% 3,108,948 100%

June 30, 2017 June 30, 2016

Investments
(in Rupees)

Investments
(in Rupees)

Percentage
of investment

made

Percentage
of investment

made

(Amounts in thousand)
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34.1.3 The investments out of the provident fund have been made in accordance with the provisions of section 227 of the 
Companies Ordinance, 1984 and the rules formulated for this purpose.

34.1.4 During the year expense of Rs. 60,194 (2016: Rs. 55,632) has been recognized in the profit and loss account in respect 
of the defined contribution provident fund, maintained by Engro Corporation Limited, the Holding Company.

34.2 During the year expense of Rs. 44,958 (2016: Rs. 42,625) has been recognized in the profit and loss account in respect 
of the defined contribution gratuity fund, maintained by Engro Corporation Limited, the Holding Company.

34.3 During the year expense of Rs. 3,115 (2016: Rs. 2,880) has been recognized in the profit and loss account in respect of 
the defined contribution pension fund, maintained by Engro Corporation Limited, the Holding Company.

35. REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

 The aggregate amounts for remuneration, including all benefits, to chief executive, directors and executives of the 
Company are given below:

35.1 The Company also provides certain household items and vehicles for the use of Chief Executive and certain executives.

35.2 Expense charged in respect of Directors  indemnity insurance policy, purchased by the Company, amounts to Rs. 509 
(2016: Rs. 752).

2017

Chief
Executive

Chief
Executive

Others OthersExecutives Executives
Director Director

2016

Rupees

 Managerial remuneration 23,080 - 631,492 24,066 - 564,380 

 Retirement benefit funds 2,972 - 97,111 2,713 - 88,571 

 Bonus 16,571 - 91,586 39,309 - 80,321 

 Other benefits 3,385 - 128,591 2,788  - 121,224 

 Directors fee - 1,350 - - 2,250                     - 

 Total 46,008 1,350 948,780 68,876 2,250 854,496 

 Number of persons

      including those who

      worked part of the year 1 2 250 2 6 241

(Amounts in thousand)
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36. CASH GENERATED FROM OPERATIONS

 Profit before taxation 3,109,255 1,180,064

 Adjustments for non cash charges
      and other items:

 Provision for staff retirement and other
      service benefits 106,147 200,030 
 Depreciation - note 4.2 931,565 863,732 
 Amortization - note 5 12,570 14,464
 Provision for doubtful debts - note 11.4 9,628 -   
 Impairment of property, plant and equipment - note 4.1 107,854 -
 Provision for slow moving stores and spares - note 9.2 241,117 8,801 
 Reversal for Provision for slow moving stores and spares - note 9.2 (24,500) -   
 Provision / (reversal) of provision for net realizable value
      of stock-in-trade, net - note 10.3 425 (26,271)
 Income on bank deposits and short term investments - note 30 (44,499) (915)
 Unrealized foreign exchange  (gain) / loss on borrowings - (9,544)
 Amortization of prepaid financial charges - 45,507 
 Unrealized foreign exchange (gain) on imports and derivatives -  (23,982)
 Finance costs - note 31 730,763 840,649 
 Profit on disposal of operating assets - note 30 (68,525) (20)
 Provision against GIDC 982,855 980,891 
 Working capital changes - note 36.1 (3,362,633) 288,686 

 2,732,022 4,362,092

Rupees
2017 2016

36.1 WORKING CAPITAL CHANGES

 

 (Increase) / Decrease in current assets

      Stores, spares and loose tools (273,623) (14,838)

      Stock-in-trade (657,319) (56,791)

      Trade debts (58,355) (19,544)

      Loans, advances, deposits, prepayments and

           other receivables - net (163,013) (40,924)

  (1,152,310) (132,097)

 (Decrease) / Increase in current liabilities

      Trade and other payables (2,210,323) 420,783

   (3,362,633) 288,686

(Amounts in thousand)
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37. CASH AND CASH EQUIVALENTS

 Cash and bank balances - note 15 679,881 371,616 

 Short term investments - note 14 150,000 740,000 

 Running finance utilized under mark-up

      arrangements - note 20 - (29,638)

  829,881 1,081,978

Rupees
2017 2016

38. FINANCIAL INSTRUMENTS BY CATEGORY

38.1 Financial assets as per balance sheet

 Held to maturity at amortized cost

 Short term investments - Term Deposits Receipts 150,000 740,000 

 Loans and receivables as amortized cost

 Long term loans 75,756 69,971 

 Trade debts - considered good 505,123 456,396 

 Loans, deposits and other receivables 153,959 60,866 

 Cash and bank balances 679,881 371,616 

  1,414,719 958,849 

38.2 Financial liabilities as per balance sheet

 Financial liabilities measured at

      amortized cost

 Long term borrowings 8,750,000 9,166,903 

 Short term borrowings - 414,638 

 Trade and other payables 3,399,202 6,301,140 

 Accrued interest / mark-up 135,087 11,096 

  12,284,289 15,893,777 

 Derivatives at fair value

 Used for hedging purposes - 2,107 

  - 2,107

Rupees
2017 2016

(Amounts in thousand)
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

39.1 Financial risk factors

 The Company s activities expose it to a variety of financial risks including market risk (currency risk, interest rate risk 

and price risk), credit risk and liquidity risk. The Company s risk management program focuses on the unpredictability 

of financial markets and seeks to minimize the potential adverse effects on the Company s financial performance. The 

Company uses derivative financial instruments to hedge certain risk factors, where it deems appropriate. Risk management 

is carried out by the Company s finance division under guidance of the Company s Board of Directors.

 a) Market risk

  i) Currency risk

   Currency risk represents the risk that the fair values or future cash flows of financial instruments will fluctuate 

because of changes in foreign currency rates. The Company is exposed to foreign exchange risk arising 

from currency exposures primarily with respect to US Dollar. The risk arises from outstanding payments for 

imports, recognized assets and liabilities in foreign currency and future commercial transactions. In the current 

economic environment, the Company is significantly exposed to currency risk because of the expected volatility 

in exchange rates. The Company, at its discretion, manages the currency risk through forward exchange 

contracts.

   At December 31, 2017, the financial assets and liabilities exposed to foreign exchange risk amount to Rs. 

147,514 (2016: Rs. 165,556) and Rs. 1,024,857 (2016: Rs. 5,169,209) respectively.

   At December 31, 2017, if the Pakistan Rupee had weakened / strengthened by 5% against the US Dollar with 

all other variables held constant, post-tax profit / loss for the year would have been lower / higher by Rs. 30,707 

(2016: Rs. 250,183), mainly as a result of foreign exchange losses / gains on translation of uncovered US Dollar-

denominated liabilities. However, this change in profits or losses would be partially offset by a corresponding 

change in margins as bulk of revenues is linke/d with movements in exchange rates.

  ii) Interest rate risk

       

   Interest rate risk represents the risk that the fair value or future cash flows of financial instruments will fluctuate 

because of changes in market interest rates. The Company is exposed to interest rate risk arising from long 

and short term running finances utilized under mark-up arrangements. Borrowing at variable rates exposes 

the Company to cash flow interest rate risk, whereas, borrowing at fixed rate expose the Company to fair value 

interest rate risk.

(Amounts in thousand)
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   To manage its cash flow interest rate risk, the Company has the ability to enter into floating to fixed rate interest 
swaps on its floating rate borrowings. Under the interest rate swap agreements, the Company can agree with 
the banks to exchange, at half yearly intervals, the difference between contracted rates and the floating rate 
interest amounts calculated by reference to the agreed notional amounts.

   As at December 31, 2017, if interest rate on Company s unhedged borrowings had been 1% higher / lower with 
all other variables held constant, post tax profit for the year would have been lower /  higher by approximately 
Rs. 61,250 (2016: Rs. 91,519) mainly as a result of higher / lower interest exposure on variable rate borrowings.

  iii) Other price risk

   Price risk represents the risk that the fair vale of future cash flows of financial instruments will fluctuate because 
of changes in market prices (other than those arising from currency risk or interest rate risk), whether those 
changes are caused by factors specific to the individual financials instruments or its issuers or factors affecting 
all similar financial instruments traded in the market. The Company is not exposed to equity securities price risk 
as at December 31, 2017 as the Company has no investments in listed securities as at year end.

  b) Credit risk

   Credit risk represents the risk of financial loss being caused if counter parties fail to discharge their obligations. 
Credit risk arises from deposits with banks and financial institutions, trade debts, loans, deposits and other 
receivables. The maximum exposure to credit risk is equal to the carrying amount of financial assets.

   The Company is not materially exposed to credit risk as unsecured credit is provided to selected parties with no 
history of default. Moreover, major part of trade debts are secured by bank guarantees and letters of credit from 
customers. Further, credit risk on liquid funds is limited because the counter parties are banks with reasonably 
high credit ratings.

   The Company monitors the credit quality of its financial assets with reference to historical performance of such 
assets and available external credit ratings. The carrying values of financial assets which are neither past due 
nor impaired are as follows:

 Long term loans 75,756 51,268 

 Trade debts 505,123 456,396 

 Loans, deposits and other receivables 153,959 49,797 

 Short term investments 150,000 740,000 

 Bank balances 678,741 370,697 

  1,563,579 1,668,158

Rupees
2017 2016

(Amounts in thousand)
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 The credit quality of receivables can be assessed with reference to their historical performance with no defaults in recent 

history. As at December 31, 2017 the credit quality of the Company s liquid funds can be assessed with reference to 

external credit ratings of banks as follows:

 Allied Bank Limited PACRA A1+ AA+ 

 Askari Bank Limited PACRA A1+ AA 

 Bank Alfalah Limited PACRA A1+ AA 

 Bank Alhabib Limited PACRA A1+ AA+ 

 Habib Bank Limited JCR-VIS A-1+ AAA

 Citibank N.A. Moody P-1 A1

 Deutsche Bank A.G Moody P2 Baa2 

 Faysal Bank Limited PACRA A1+ AA 

 Industrial and Commercial Bank of China Moody P-1 A1

 MCB Bank Limited PACRA A1+ AAA 

 Meezan Bank Limited JCR-VIS A-1+ AA

 National Bank of Pakistan JCR-VIS A-1+ AAA 

 Standard Chartered Bank (Pakistan) Limited PACRA A1+ AAA

 Summit Bank Limited JCR-VIS A-1 A-

 United Bank Limited JCR-VIS A-1+ AAA

 The Bank of Punjab PACRA A1+ AA

 JS Bank Limited PACRA A1+ AA-

 Bank Islami Pakistan PACRA A1 A+

 Soneri Bank Limited PACRA A1+ AA-

Bank Rating agency Rating

Short term Long term

(Amounts in thousand)
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 Financial liabilities

 Long term borrowings - 8,750,000 8,750,000 416,903 8,750,000 9,166,903 
 Derivative financial instruments - - - 2,107 - 2,107 
 Trade and other payables 3,399,202 - 3,399,202 6,318,424 - 6,318,424 
 Accrued interest / mark-up 135,087 - 135,087 11,096 - 11,096 
 Short term borrowings - - - 414,638 - 414,638 
   
  3,534,289 8,750,000 12,284,289 7,163,168 8,750,000 15,913,168

2017
Maturity
upto one

year

Maturity
after one

year
Total

Maturity
upto one

year

Maturity
after one

year
Total

2016

Rupees

40. CAPITAL RISK MANAGEMENT  

 

 The objective of the Company when managing capital is to safeguard its ability to continue as a going concern and to 

provide expected returns to its shareholders by maintaining optimum capital structure to minimize the cost of capital. To 

maintain or adjust the capital structure, the Company may issue new equity, manage dividend payouts to its shareholders 

or sell assets to reduce debt.

 The Company manages capital by maintaining gearing ratio at certain levels. This ratio is calculated as long term 

borrowings, as disclosed in note 17, divided by total capital. Total capital is calculated as equity  as shown in the balance 

sheet plus long term borrowings.

 c) Liquidity risk           

 

  Liquidity risk represents the risk that the Company will encounter difficulties in meeting obligations associated 

with financial liabilities. The Company s liquidity management involves maintaining sufficient cash and marketable 

securities, the availability of funds through an adequate amount of credit facilities and through its ability to close out 

market positions. Due to the dynamic nature of the business, the Company aims at maintaining flexibility in funding by 

keeping committed credit lines available.

  The table below analyses how management monitors net liquidity based on details of the remaining contractual 

maturities of financial liabilities. The amounts disclosed in the table are the contractual undiscounted cash flows:

(Amounts in thousand)



156

Annual Report 2017

41. SEGMENT INFORMATION

41.1 Based on the internal management reporting structure, the Company is organized into three business segments based 

on the products produced and sold as follows:

 - Poly Vinyl Chloride (PVC) and allied chemicals: The segment is formed to manufacture and sell PVC and allied 

chemicals to various industrial customers including pipe manufacturers, shoe and packaging industry. The Company 

supplies the products throughout Pakistan mainly through dealers. Moreover, PVC is also exported to various countries 

mainly in Asia Region.

 - Caustic soda and allied chemicals: The segment is formed to manufacture and sell caustic soda and allied chemicals 

mostly to textile and soap industry.

 - Power supplies: The segment supplies surplus power generated from its power plants to Engro Fertilizers Limited.

  Management monitors the operating results of above mentioned segments separately for the purpose of making decisions 

about resources to be allocated and of assessing performance. Segment performance is evaluated based on profit / 

(loss) after tax for that segement, which in certain respects, as explained in table below, is measured differently from profit 

or loss in the financial statements. Items which are directly attributable to a particular segment have been allocated to the 

respective segment, while those which are not directly attributable have been allocated on the basis of revenue.

 The gearing ratio of the Company is as follows:

 Long term borrowings - note 17 8,750,000 8,750,000 
 Total equity 7,720,385 5,968,337 
 Total capital 16,470,385 14,718,337 

 Gearing ratio 0.531 0.594

Rupees
2017 2016

(Amounts in thousand)
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Poly Vinyl
Chloride (PVC)

and allied
chemicals

Caustic
soda and

allied
chemicals

Power
Supply

Total

20172017 2017 20172016 2016 2016 2016
Rupees

 Segment profit and loss

     Revenue 22,793,920 18,378,843 4,877,617 4,422,049 59,199 53,132 27,730,736 22,854,024 

 Less:

 Cost of sales (excluding

      depreciation) (17,872,921) (15,022,716) (2,828,377) (2,999,993)  (33,999)  (46,634)  (20,735,297) (18,069,343)

 Distribution and marketing

      expenses (excluding depreciation) (977,397)  (892,313)  (337,775)  (284,108) - -  (1,315,172) (1,176,421)

 Allocated depreciation (796,581) (703,977) (132,314) (146,728) (4,358) (2,314) (933,253) (853,019)

 Administrative expenses (549,113) (487,762) (35,050)  (31,134) - -  (584,163) (518,896)

 Other operating expenses (281,403) (101,619) (82,691) (47,719) (1,147) (120) (365,241) (149,458)

 Other income 71,585 16,286 61,066 4,072 - - 132,651 20,358 

 Finance costs  (809,067) (912,634) (10,430) (10,658) (1,509) (3,889) (821,006) (927,181)

 Profit before tax 1,579,023 274,108 1,512,046 905,781 18,186 175 3,109,255 1,180,064 

 Taxation (600,324)  (280,663) (453,614)  (244,561)  (6,183)  (52) (1,060,121) (525,276)

 Profit for the year 978,699 (6,555) 1,058,432 661,220 12,003 123 2,049,134 654,788 

 Segment assets

      Total segment assets (note 41.3) 15,100,195 14,428,598 5,459,465 5,497,833 129,865 32,572 20,689,525 19,959,003 

      Unallocated assets (note 41.3)       3,625,638 4,501,566

 Total assets       24,315,163 24,460,569

41.3 Segment assets consist primarily of property, plant and equipment, stores and spares, stock in trade and trade debts. Unallocated assets include long term 

investment, long term loans and advances, loans, advances, prepayments and other receivables, taxes recoverable, and cash and bank balances.

41.2 The following table presents the profit or loss and total assets for the operating segments of the Company:

(Amounts in thousand)
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Holding Company
  - Engro Corporation Limited Mark-up on subordinated loan 284,937 301,483
    Reimbursement made 16,171 108,068 
    Reimbursement received 4,059 1,945 
    Purchase of services 87,259 2,450 
    Life insurance contribution 553 619 
    Medical insurance contribution 174 181 
    Sub-ordinated long term loan received - 850,000 
    Sub-ordinated short term loan received - 1,000,000 
    Sub-ordinated short term loan repaid - 1,600,000 
    Sub-ordinated Long term loan repaid 3,000,000 -  

Subsidiary Company
  - Engro Polymer Trading (Private) Limited Short-term loan received - 15,906 
    Short-term loan repaid 85,000 -   
    Mark-up on short-term loan 1,232 7,594 

Associated Company
  - Mitsubishi Corporation Purchase of goods 2,009,095 4,316,101 
    Sale of goods 251,955 91,262 

Related parties by virtue of
  common directorship
  - Engro Fertilizers Limited Sale of goods 18,850 13,569 
    Sale of utilities 99,033 65,282 
    Purchase of services 1,158 -   
    Use of operating assets 8,000 9 
    Reimbursement made 12,820 18,694 
    Reimbursement received - 8,825 

  - Engro Vopak Terminal Limited Purchase of services 1,139,282 1,027,914 
    Reimbursement made 2,408 -   
    Reimbursement received 1,911 355 

  - Engro Elengy Terminal Limited Reimbursement received - 126

  - Engro Foundation Reimbursement made - 12 

  - Engro PowerGen Qadirpur Limited Reimbursement received 3,428 4,338 
    Reimbursement made 6,006 8,306 

  - Engro Digital Limited Reimbursement received 88 -   

  - Engro Energy Limited Reimbursement received - 15,045 
    Sale of office 83,469 - 
 
  - Engro Thar Power Limited Reimbursement received - 94 

Nature of relationship Nature of transactions
Rupees

2017 2016

42. TRANSACTIONS WITH RELATED PARTIES

42.1 Transactions with related parties, other than those which have been disclosed elsewhere in these financial statements, are as follows:

(Amounts in thousand)
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  - The Hub Power Company Limited Sales of goods 2,757 2,782

  - Engro Foods Limited Sale of goods 6,300 26,536 
    Reimbursement received - 3,397 
    Reimbursement made 1,549 6,859 
    Use of operating assets - 165 

  - Sindh Engro Coal Mining Company Limited Reimbursement received - 705 
    Reimbursement made 2 -   

  - Shell Pakistan Limited Purchase of goods  - 5,875 

  - Lahore University of
       Management Sciences Purchase of services - 328 
 
  - Pakistan Institute of Corporate Governance Purchase of services 490 463 
    Annual subscription 200 -   

  - Pakistan Japan Business Forum Annual subscription - 100 

  - Overseas Investors Chamber Annual subscription 763 -   
       of Commerce & Industries

 Other related party    
  - Arabian Sea Country Club Purchase of services 134 191 

Directors Fee 1,350 2,250 
    Repayment of advance - 4,125 
 
Contribution to staff Managed and operated by the
       retirement benefits      Holding Company
    - Provident fund 60,194 45,304
    - Gratuity fund 44,956 37,791 
    - Pension fund 3,115 2,880 

Key management personnel Managerial remuneration 86,491 73,480 
    Retirement benefit funds 13,468 12,055 
    Bonus 66,517 21,557 
    Other benefits 18,720 17,167

42.2 The related party status of outstanding balances as at December 31, 2017 are disclosed in the respective notes.

Nature of relationship Nature of transactions
Rupees

2017 2016

(Amounts in thousand)
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43. GENERAL

43.1 Number of employees

 Number of permanent employees as at December 31, 2017 was 439 (2016: 421) and average number of employees 
during the year was 429 (2016: 418).

43.2 Production capacity

 PVC 178 178 187 172 

 EDC 127 127 107 106 

 Caustic soda 106 106 105 103 

 VCM 204 204 180 174  

 Power 66 66 48 48

Actual
Production

RemarksDesigned
Annual Capacity

2017 20172016
Kilo tons

2016

Mega Watts

Production 
planned as per 
market demand

and in house
consumption 

needs

44. NON-ADJUSTING EVENT AFTER BALANCE SHEET DATE

 The Board of Directors in its meeting held on January 31, 2018 has proposed a nal cash dividend of Rs. 0.80 (2016: Rs. 
Nil) per share in addition to interim cash dividend already paid at Rs. 0.45 (2016: Rs. Nil) per share for the year ended 
December 31, 2017, for approval of the members at the Annual General Meeting to be held on March 29, 2018.

45. CORRESPONDING FIGURES

 Corresponding figures have been rearranged and reclassified for better presentation, wherever considered necessary, 
the effects of which are not material.

46. DATE OF AUTHORIZATION FOR ISSUE

 These financial statements were authorized for issue on January 31, 2018 by the Board of Directors of the Company.

(Amounts in thousand)

Imran Anwer
President & Chief Executive

Feroz Rizvi
Director

Muhammad Imran Khalil
Chief Financial Officer
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auditors  report
to the members
We have audited the annexed consolidated nancial statements comprising consolidated balance sheet of Engro Polymer and 
Chemicals Limited (the Holding Company) and its subsidiary company, Engro Polymer Trading (Private) Limited as at December 
31, 2017 and the related consolidated pro t and loss account, consolidated statement of comprehensive income, consolidated 
statement of changes in equity and consolidated statement of cash ows together with the notes forming part thereof, for the year 
then ended. We have also expressed separate opinions on the nancial statements of Engro Polymer and Chemicals Limited and 
Engro Polymer Trading (Private) Limited. 

These nancial statements are the responsibility of the Holding Company’s management. Our responsibility is to express an 
opinion on these nancial statements based on our audit.

Our audit was conducted in accordance with the International Standards on Auditing and accordingly included such tests of 
accounting records and such other auditing procedures as we considered necessary in the circumstances.

In our opinion the consolidated nancial statements present fairly the nancial position of Engro Polymer and Chemicals Limited 
(the Holding Company) and its subsidiary company as at December 31, 2017 and the results of their operations, changes in 
equity and cash ows for the year then ended.

A. F. FERGUSON & CO., Chartered Accountants, a member firm of the the PwC network
State Life Building No. 1-C, I.I. Chundrigar Road, P.O. Box 4716, Karachi-74000, Pakistan
Tel: +92 (21) 32426682-6/32426711-5; Fax: +92 (21) 32415007/32427938/32424740; <www.pwc.com/pk>

KARACHI  LAHORE  ISLAMABAD

Chartered Accountants
Karachi
Dated: February 16, 2018
Engagement Partner: Farrukh Rehman
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consolidated balance sheet
as at december 31, 2017
   
(Amounts in thousand) Note 2017 2016

Rupees

ASSETS

Non-Current Assets

Property, plant and equipment 4 16,011,070 16,008,366 
Intangibles 5 104,663 90,855 
Long term loans and advances 6 75,756 69,971 
Deferred taxation 7 11,255 549,328 
  16,202,744 16,718,520 
Current Assets

Stores, spares and loose tools 8 1,602,387 1,545,381 
Stock-in-trade 9 3,681,162 3,024,268 
Trade debts - considered good 10 505,123 456,396 
Loans, advances, deposits, prepayments and other receivables 11 683,231 436,471 
Taxes recoverable 12 766,519 1,123,578 
Short term investments 13 240,410 740,000 
Cash and bank balances 14 682,750 376,147 
  8,161,582 7,702,241 
TOTAL ASSETS  24,364,326 24,420,761

EQUITY AND LIABILITIES

Equity

Share capital 15 6,634,688 6,634,688 
Share premium  964,029 964,029 
Hedging reserve  - (1,475)
Unappropriated profit / accumulated (losses)  161,392 (1,593,063)
  7,760,109 6,004,179 
Non-Current Liabilities

Long term borrowings 16 8,750,000 8,750,000

Current Liabilities

Current portion of long term borrowings 16 - 416,903 
Derivative financial instruments 17 - 2,107 
Service benefit obligations 18 45,953 45,622 
Short term borrowings 19 - 329,638 
Trade and other payables 20 4,522,808 6,731,452 
Unclaimed dividend  37,750 -   
Accrued interest / mark-up 21 135,087 11,096 
Provisions 22 3,112,619 2,129,764 
  7,854,217 9,666,582 
TOTAL EQUITY AND LIABILITIES  24,364,326 24,420,761 

Contingencies and Commitments 23

The annexed notes 1 to 46 form an integral part of these consolidated financial statements.

Imran Anwer
President & Chief Executive

Feroz Rizvi
Director

Muhammad Imran Khalil
Chief Financial Officer
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consolidated profit and
loss account
for the year ended december 31, 2017

Net revenue 24 27,730,736 22,854,024 

Cost of sales 25 (21,665,326) (18,919,015)

Gross profit  6,065,410 3,935,009 

Distribution and marketing expenses 26 (1,318,396) (1,179,769)

Administrative expenses 27 (584,163) (518,896)

Other operating expenses 28 (365,613) (150,137)

Other income 29 137,338 20,677 

Operating profit  3,934,576 2,106,884

Finance costs 30 (819,775) (919,587)

Profit before taxation  3,114,801 1,187,297 

Taxation 31 (1,061,785) (527,364)

Profit for the year  2,053,016 659,933

Earnings  per share - basic and diluted 32 3.09 0.99 

The annexed notes 1 to 46 form an integral part of these consolidated financial statements.

(Amounts in thousand except for earnings per share) Note 2017 2016
Rupees

Imran Anwer
President & Chief Executive

Feroz Rizvi
Director

Muhammad Imran Khalil
Chief Financial Officer
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for the year ended december 31, 2017

consolidated statement of
comprehensive income

Profit for the year 2,053,016 659,933

Other comprehensive income :

Items that may be reclassified
     subsequently to profit or loss

Hedging reserve

    Loss arising during the year, net (21) (698)

    Reclassification adjustments for
         losses included in profit or loss 2,128 15,973

    Income tax relating to hedging reserve (632) (4,757)

Other comprehensive income for the year - net of tax 1,475 10,518
 
Total comprehensive income for the year 2,054,491 670,451

The annexed notes 1 to 46 form an integral part of these consolidated financial statements.

   
(Amounts in thousand) Note 2017 2016

Rupees

Imran Anwer
President & Chief Executive

Feroz Rizvi
Director

Muhammad Imran Khalil
Chief Financial Officer
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for the year ended december 31, 2017

consolidated statement of
changes in equity

Balance as at January 1, 2016 6,634,688 964,029 (11,993) (2,252,996) 5,333,728 

Total comprehensive income for the year
     ended December 31, 2016 - - 10,518 659,933 670,451 

Balance as at December 31, 2016 6,634,688 964,029 (1,475)  (1,593,063) 6,004,179 

Dividends

- First Interim - Rs. 0.45 per share - - - (298,561) (298,561)

Total comprehensive income for the year
     ended December 31, 2017 - - 1,475 2,053,016 2,054,491

Balance as at December 31, 2017 6,634,688 964,029 - 161,392 7,760,109 
    
The annexed notes 1 to 46 form an integral part of these consolidated financial statements.

Share
Capital

Share
premium

Hedging 
reserve

Unappropriated 
profit / 

accumulated 
(loss)

Total

RESERVES
CAPITAL REVENUE

Rupees

   
(Amounts in thousand)

Imran Anwer
President & Chief Executive

Feroz Rizvi
Director

Muhammad Imran Khalil
Chief Financial Officer
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consolidated statement
of cash flows
for the year ended december 31, 2017

CASH FLOWS FROM OPERATING ACTIVITIES

Cash generated from operations 35 2,732,693 4,362,061 
Finance cost paid  (606,772) (877,001)
Long term loans and advances  (5,785) (3,599)
Retirement benefits paid  (104,226) (193,384)
Income tax paid  (167,285) (181,200)
Net cash generated from operating activities  1,848,625 3,106,877 

CASH FLOWS FROM INVESTING ACTIVITIES 

Purchases of:
- property, plant and equipment  (1,066,480) (629,683)
- intangible assets  (26,378) (14,974)
Proceeds from disposal of property, plant and equipment  9,412 6,655 
Income on short term investment and bank deposits  49,186 1,234
Net cash utilized in investing activities  (1,034,260) (636,768)

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from long term borrowings  3,000,000 6,600,000 
Repayments of long term borrowings  (3,416,903) (5,795,736)
Repayments of short term borrowings  (300,000) (1,050,000)
Dividend payment  (260,811) -   

Net cash utilized in financing activities  (977,714) (245,736)

Net (decrease) / increase  in cash and cash equivalents  (163,349) 2,224,373 

Cash and cash equivalents at beginning of the year  1,086,509 (1,137,864)

Cash and cash equivalents at end of the year 36 923,160 1,086,509 

The annexed notes 1 to 46 form an integral part of these consolidated financial statements.

   
(Amounts in thousand) Note 2017 2016

Rupees

Imran Anwer
President & Chief Executive

Feroz Rizvi
Director

Muhammad Imran Khalil
Chief Financial Officer
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(Amounts in thousand)

consolidated notes to the
financial statements

1. LEGAL STATUS AND OPERATIONS

1.1 The Group consists of Engro Polymer and Chemicals Limited and its wholly owned subsidiary company, Engro Polymer 
Trading (Private) Limited.

1.2 Engro Polymer and Chemicals Limited (EPCL) was incorporated in Pakistan in 1997 under the repealed Companies 
Ordinance, 1984. The Company is listed on Pakistan Stock Exchange Limited.

1.3 EPCL is a subsidiary of Engro Corporation Limited (the Holding Company) which is a subsidiary of Dawood Hercules 
Corporation (the Ultimate Parent Company). The address of its registered office is 12th Floor, Ocean Tower, G-3, Block 
9, Clifton, Khayaban-e-Iqbal, Karachi. The Company s principal activity is to manufacture, market and sell Poly Vinyl 
Chloride (PVC), Vinyl Chloride Monomer (VCM), Caustic soda and other related chemicals. The Company is also engaged 
in the supply of surplus power generated from its power plants to Engro Fertilizers Limited (Related Party).

1.4 On December 28, 2017, the Company has announced expansion of PVC plant, increasing the production capacity by 
100,000 MT and various other projects carrying capital expenditure of Rs. 10.3 billion.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

 The significant accounting policies applied in the preparation of these consolidated financial statements are set out 
below. These policies have been consistently applied to all years presented, unless otherwise stated.

2.1 Basis of preparation

2.1.1 These consolidated financial statements have been prepared under the historical cost convention as modified by  
remeasurement of certain financial assets and financial liabilities (including derivative financial instruments) at fair value.

 Statement of compliance          

2.1.2 These consolidated financial statements have been prepared in accordance with the requirements of the repealed 
Companies Ordinance, 1984 (the Ordinance), directives issued under the repealed Companies Ordinance, 1984 (the 
Ordinance), as required by circular CLD/CCD/PR(11)/2017 dated October 4, 2017 issued by the Securities and Exchange 
Commission of Pakistan (SECP) that the companies whose financial year, including quarterly and other interim period, 
closes on or before December 31, 2017 shall prepare their consolidated financial statements in accordance with provisions 
of repealed Companies Ordinance, 1984 and 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 are notified under the provisions of the repealed Ordinance. Wherever, the 
requirements of the repealed Ordinance or directives issued by the SECP differ with the requirements of these standards, 
the requirements of the repealed Ordinance or the requirements of the said directives take precedence.

2.1.3 The preparation of consolidated financial statements in conformity with the above requirements requires the use of 
certain critical accounting estimates. It also requires management to exercise its judgment in the process of applying 
the Company s accounting policies. The areas involving higher degree of judgment or complexity, or areas where 
assumptions and estimates are significant to the consolidated financial statements are disclosed in note 3.

2.1.4 Initial application of a Standard, Amendment or an Interpretation to an existing Standard

 a)  Standards, amendments to published standards and interpretations effective in 2017

   The following amendments to published standards are mandatory for the financial year beginning January 1, 2017 
and are relevant to the Company:

  -  IAS 7, Cash flow statements: Disclosure initiative  (effective for periods beginning on or after January 1, 2017). 
This amendment requires disclosure to explain changes in liabilities for which cash flows have been, or will be 
classified as financing activities in the statement of cash flows. The amendment only covers balance sheet items 
for which cash flows are classified as financing activities. In case other items are included within the reconciliation, 
the changes in liabilities arising from financing activities will be identified separately. A reconciliation of the 
opening to closing balance is not specifically required but instead the information can be provided in other ways. 
In the first year of adoption, comparative information need not be provided.

for the year ended december 31, 2017
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  - Amendments to IAS 12, Income taxes  on Recognition of deferred tax assets for unrealized losses (effective for 
periods beginning on or after January 1, 2017). These amendments on the recognition of deferred tax assets 
for unrealized losses clarify how to account for deferred tax assets related to debt instruments measured at 
fair value. It is unlikely that the amendment will have any significant impact on the Company s consolidated 
financial statements.

  - IFRS 12 , Disclosure of interest in other entities  (effective 2017 retrospectively . These amendments clarify 
the scope of IFRS 12 by specifying that the disclosure requirements, except for those summarised financial 
information for subsidiaries, joint ventures and associates, apply to an entity s interests which are classified 
as held for sale, as held for distribution to owners in their capacity as owners or as a discontinued operations 
in accordance with IFRS 5. The amendment is not expected to have a significant impact on the Company s 
financial reporting.

   The other new standards, amendments to published standards and interpretations that are mandatory for the 
financial year beginning on January 1, 2017 are considered not to be relevant or to have any significant effect on the 
Company s financial reporting and operations.

 b)  Standards, amendments to published standards and interpretations that are not yet effective and have not 
been early adopted by the Company         
      

   The following new standards and amendments to published standards are not effective for the financial year 
beginning on January 1, 2017 and have not been early adopted by the Company:

  - IFRS 9, Financial instruments  (effective for periods beginning on or after July 1, 2018). IFRS 9 addresses the 
classification, measurement and recognition of financial assets and financial liabilities and replaces the guidance 
in IAS 39 that relates to the classification and measurement of financial instruments. IFRS 9 retains but simplifies 
the mixed measurement model and establishes three primary measurement categories for financial assets: 
amortised cost, fair value through OCI and fair value through P&L. The basis of classification depends on the 
entity s business model and the contractual cash flow characteristics of the financial asset. Investments in equity 
instruments are required to be measured at fair value through profit or loss with the irremovable option at inception 
to present changes in fair value in OCI not recycling. There is now a new expected credit losses model that 
replaces the incurred loss impairment model used in IAS 39. For financial liabilities, there were no changes to 
classification and measurement except for the recognition of changes in own credit risk in other comprehensive 
income, for liabilities designated at fair value through profit or loss. IFRS 9 relaxes the requirements for hedge 
effectiveness by replacing the bright line hedge effectiveness tests. It requires an economic relationship between 
the hedged item and hedging instrument and for the hedged ratio  to be the same as the one management 
actually uses for risk management purposes. Contemporaneous documentation is still required but is different to 
that currently prepared under IAS 39. The Company is yet to assess the impact of the standard.

  - IFRS 15, Revenue from contracts with customers  (effective for periods beginning on or after July 1, 2018). This 
standard stipulates clarifications of the guidance on identifying performance obligations, accounting for License 
of intellectual property and the principal versus agent assessment (gross versus net revenue presentation). New 
and amended illustrative examples have been added for each of those areas of guidance. The IASB has also 
included additional practical expedients related to transition to the new revenue standard. Revenue is recognised 
when a customer obtains control of a good or service and thus has the ability to direct the use and obtain the 
benefits from the good or service. The standard replaces IAS 18 Revenue  and IAS 11 Construction contract s 
and related interpretations. The Company is in process to assess the impact of the standard.

(Amounts in thousand)
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  - IFRS 16, Leases  (effective for periods beginning on or after January 1, 2019). This standard is yet to be notified 
by SECP. This standard replaces the current guidance in IAS 17 and is a far reaching change in accounting 
by lessees in particular. Under IAS 17, lessees were required to make a distinction between a finance lease 
(on balance sheet) and an operating lease (off balance sheet). IFRS 16 now requires lessees to recognize a 
lease liability reflecting future lease payments and a right-of-use asset  for virtually all lease contracts. The IASB 
has included an optional exemption for certain short-term leases and leases of low-value assets; however, this 
exemption can only be applied by lessees. For lessors, the accounting stays almost the same. However, as the 
IASB has updated the guidance on the definition of a lease (as well as the guidance on the combination and 
separation of contracts), lessors will also be affected by the new standard. At the very least, the new accounting 
model for lessees is expected to impact negotiations between lessors and lessees. Under IFRS 16, a contract is, 
or contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time in 
exchange for consideration. The Company is in process to assess the impact of the standard.

  - IFRIC 22,  Foreign currency transactions and advance consideration  (effective for periods beginning on or 
after January 1, 2018). These amendments clarify the determination of the date of transaction for the exchange 
rate to be used on initial recognition of a related asset, expense or income where an entity pays or receives 
consideration in advance for foreign currency-denominated contracts. For a single payment or receipt, the date 
of the transaction should be the date on which the entity initially recognises the non-monetary asset or liability 
arising from the advance consideration (the prepayment or deferred income/contract liability). If there are multiple 
payments or receipts for one item, a date of transaction should be determined as above for each payment or 
receipt. The amendment is not expected to have a significant impact on the Company s financial reporting.

 There are number of other standards, amendments and interpretations to the published standards that are not yet effective 
and are also not relevant to the Company and therefore, have not been presented here.

2.2 Property, plant and equipment

 These are stated at cost less accumulated depreciation and impairment, if any, except capital work-in-progress. Cost 
in relation to fixed assets signifies historical cost. Historical cost includes expenditure that is directly attributable to the 
acquisition of the items. Capital work-in-progress is stated at historical cost less impairment, if any.

 Depreciation on assets is charged to income using the straight line method to allocate their cost less the residual values 
over their estimated useful lives at rates given in note 4.1. Depreciation on additions is charged from the month in which 
the asset is put to use and no depreciation is charged in the month of disposal.

 Subsequent costs are included in the asset s carrying amount or recognized as a separate asset, as appropriate, 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 repairs and maintenance costs are charged to income during the year in which 
these are incurred.

 Assets  residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date. An asset s 
carrying amount is written down immediately to its recoverable amount if the asset s carrying amount is greater than its 
estimated recoverable amount and the resulting impairment loss is recognized in income. The recoverable amount is the 
higher of fair value less expected selling expenses and value in use. Reversal of impairment is effected in the case of 
indications of a change in recoverable amount and is recognized in income, however, is restricted to the original cost of 
the asset.

 The gain or loss on disposal or retirement of an asset represented by the difference between the sale proceeds and the 
carrying amount of the asset is recognized as an income or expense in the period of disposal or retirement.

(Amounts in thousand)



Annual Report 2017

171

2.3 Capital spares

 Spare parts and servicing equipment are classified as property, plant and equipment rather than stores, spares and loose 
tools when they meet the definition of property, plant and equipment. Upon utilization, the capital spares and servicing 
equipment are depreciated over their useful life, or the remaining life of principal asset, whichever is lower.

2.4 Intangible assets - Computer software

 Costs associated with developing and maintaining computer software programmes are recognized as an expense as 
incurred. Costs that are directly attributable to identifiable software and have probable economic benefits exceeding one 
year, are recognized as an intangible asset. Direct costs include the purchase cost of software and related overhead cost.

 Expenditure, which enhances or extends the performance of computer software beyond its original specification and 
useful life is recognized as a capital improvement and added to the original cost of the software.

 Computer software cost treated as intangible assets are amortized from the date the software is put to use on straight-line 
basis over a period of 5 to 10 years. The carrying amount of the intangible assets is reviewed for impairment whenever 
events or changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is 
recognized for the amount by which the assets carrying amount exceeds its recoverable amount and is recognized in 
income. Reversal of impairment losses are also recognized in income, however, is restricted to the original cost of the 
asset.

2.5 Investments in subsidiaries

 Investments in subsidiaries are stated at cost net of provision for impairment, if any. This investment is classified as long 
term investment.

2.6 Financial instruments

2.6.1 Financial assets

 Classification

 The Company classifies its financial assets in the following categories: at fair value through profit or loss, loans and 
receivables, held to maturity and available for sale. The classification depends on the purpose for which the financial 
assets were acquired. Management determines the classification of its financial assets at initial recognition.

 a) At fair value through profit or loss

  Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is classified 
in this category if acquired principally for the purpose of selling in the short-term. Derivatives are also categorized 
as held for trading unless they are designated as hedges. Assets in this category are classified as current assets 
if expected to be settled within 12 months; otherwise, these are classified as non-current.

 b) Loans and receivables

  Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted 
in an active market. These are included in current assets, except for maturities greater than 12 months after the 
balance sheet date, which are classified as non-current assets. The Company s loans and receivables comprise of 
trade debts , loans and deposits , other receivables  and cash and cash equivalents  in the balance sheet.

 c) Held to maturity

  Held to maturity financial assets are non-derivative financial assets with fixed or determinable payments and fixed 
maturity with a positive intention to hold to maturity.

(Amounts in thousand)
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 d) Available for sale

  Available for sale financial assets are non-derivatives that are either designated in this category or not classified in 
any of the other categories. These are included in non-current assets unless the investment matures or management 
intends to dispose off the financial assets within 12 months of the balance sheet date.

 Recognition and measurement

 Regular way purchases and sales of financial assets are recognized on the trade date – the date on which the Company 
commits to purchase or sell the asset. Financial assets are initially recognized at fair value plus transaction costs except 
for financial assets carried at fair value through profit or loss. Financial assets carried at fair value through profit or loss 
are initially recognized at fair value and transaction costs are expensed in the profit and loss account. Financial assets are 
derecognized when the rights to receive cash flows from the investments have expired or have been transferred and the 
Company has transferred substantially all risks and rewards of ownership. Available for sale financial assets and financial 
assets at fair value through profit or loss are subsequently carried at fair value. Loans and receivables and held to maturity 
financial assets are carried at amortized cost using the effective interest method.

 Gains or losses arising from changes in the fair value of the financial assets at fair value through profit or loss  category 
are presented in the profit and loss account within other income / operating expenses  in the period in which they arise. 
Dividend income from financial assets at fair value through profit or loss  is recognized in the profit and loss account 
as part of other income  when the Company s right to receive payments is established. Gains or losses on sale of 
investments at fair value through profit or loss  are recognized in the profit and loss account as gains and losses from 
investment securities .

 When securities classified as available for sale are sold or impaired, the accumulated fair value adjustments recognized in 
other comprehensive income are included in the profit and loss account as gains and losses from investment securities . 
Interest on available for sale securities calculated using the effective interest method is recognized in the profit and loss 
account as part of other income . Dividends on available for sale equity instruments are recognized in the profit and loss 
account as part of other income  when the Company s right to receive payments is established.

 The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not active (and 
for unlisted securities), the Company establishes fair value by using valuation techniques. These include the use of recent 
arm s length transactions, reference to other instruments that are substantially the same, discounted cash flow analysis, 
and option pricing models making maximum use of market inputs and relying as little as possible on entity-specific inputs.

 The Company assesses at each balance sheet date whether there is objective evidence that a financial asset or a group 
of financial assets is impaired. In the case of equity securities classified as available for sale, a significant or prolonged 
decline in the fair value of the security below its cost is considered as an indicator that the securities are impaired. If any 
such evidence exists for available for sale financial assets, the cumulative loss – measured as the difference between the 
acquisition cost and the current fair value, less any impairment loss on that financial asset previously recognized in profit 
or loss – is removed from equity and recognized in the profit and loss account. Impairment losses recognized in profit and 
loss on equity instruments are not reversed through profit and loss.

2.6.2 Financial liabilities 

 All financial liabilities are recognized at the time when the Company becomes a party to the contractual provisions of 
the instrument.

 A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expired. Where 
an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms 
of an existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the 
original liability and the recognition of a new liability, and the difference in respective carrying amounts is recognized 
in the profit and loss account.

(Amounts in thousand)
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2.6.3 Offsetting of financial assets and liabilities

 Financial assets and liabilities are offset and the net amount is reported in the balance sheet if the Company has a 
legally enforceable right to offset the recognized amounts and intends either to settle on a net basis or to realize the 
asset and settle the liability simultaneously.

2.7 Stores, spares and loose tools

 These are valued at weighted average cost except for items in transit which are stated at invoice value plus other 
charges paid thereon till the balance sheet date. Provision is made for slow moving items older than ten years, and is 
recognized in the profit and loss account.

 
2.8 Stock-in-trade

 These are valued at the lower of cost and net realizable value. Cost in relation to raw materials represent the weighted 
average cost and in relation to finished goods and work-in-process represents weighted average cost comprising 
direct materials, labour and related manufacturing overheads.

 Cost of stock-in-transit represents the invoice value plus other charges incurred thereon till the balance sheet date.

 Net realizable value signifies the estimated selling price in the ordinary course of business less cost of completion 
and costs necessarily to be incurred in order to make the sales. Provision is made for slow moving stocks, where 
considered necessary.

2.9 Trade debts and other receivables

 Trade debts and other receivables are recognized initially at fair value and subsequently measured at amortized cost 
using the effective interest method, less provision for impairment. A provision for impairment is established when there 
is objective evidence that the Company will not be able to collect all amounts due according to the original terms 
of receivables. The amount of the provision is charged to income. Trade debts and other receivables considered 
irrecoverable are written-off.

 Exchange gains and losses arising on translation in respect of trade debts and other receivables in foreign currency 
are added to the carrying amount of the respective receivables.

2.10 Cash and cash equivalents

 Cash and cash equivalents in the statement of cash flows include cash in hand and in transit, balance with banks, 
deposits held at call with banks, other short-term highly liquid investments with original maturities of three months or 
less and short term finances. Short term finances on the balance sheet are shown as part of current liabilities.

2.11 Share capital

 Ordinary shares are classified as equity and recognized at their face value. Incremental costs, if any, directly attributable 
to the issue of new shares or options are recognized in equity as a deduction, net of tax, from the proceeds.

2.12 Borrowings

 Borrowings are recognized initially at fair value, net of transaction costs incurred, and are subsequently measured at 
amortized cost using the effective interest method.

 Borrowings are classified as current liabilities unless the Company has an unconditional / contractual right to defer 
settlement of the liability for at least twelve months after the balance sheet date.

(Amounts in thousand)
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2.13 Retirement and other service benefits

2.13.1 Gratuity fund

 The employees of the Company participate in a defined contributory gratuity fund (the Fund) operated and managed 
by Engro Corporation Limited - the Holding Company. As per the terms of the defined contribution plan, the Company 
contributes to the Fund at the rate of 8.33% of basic salary. Annual contribution by the Company is charged to profit and 
loss account.

2.13.2 Provident fund

 The employees of the Company participate in defined contributory provident fund (the Fund) operated and managed by 
Engro Corporation Limited - the Holding Company. Equal monthly contributions at the rate of 10% of the basic salary are 
made both by the Company and the employees to the Fund. Annual contribution by the Company is charged to profit and 
loss account.

2.13.3 Other benefits - Service Incentive Plan

 Provision is made under a service incentive plan for certain category of experienced employees to continue in the 
Company s employment. The provision is made on the basis of management s estimates of incentives to be paid to 
employees on fulfillment of criteria given in the incentive plan.

2.14 Trade and other payables

 These are recognized initially at fair value and subsequently measured at amortized cost using the effective interest 
method. Exchange gains and losses arising on translation in respect of liabilities in foreign currency are added to the 
carrying amount of the respective liabilities.

2.15 Provisions

 Provisions are recognized when the Company has a present legal or constructive obligation as a result of past events, and 
it is probable that outflow of resources embodying economic benefits will be required to settle the obligation and a reliable 
estimate can be made of the amount of obligation. Provisions are reviewed at each balance sheet date and adjusted to 
reflect current best estimate.

2.16 Taxation

2.16.1 Current

 Provision for current taxation is based on the taxable income for the year, determined in accordance with the prevailing law 
for taxation on income, using prevailing tax rates. The charge for current tax also includes tax credits and adjustments, where 
considered necessary, for prior years determined during the year or otherwise considered necessary for such years.

2.16.2 Deferred

 Deferred income tax is provided using the liability method on all temporary differences arising between the tax bases of 
assets and liabilities and their carrying amounts in the consolidated financial statements. Deferred tax liabilities are generally 
recognized for all taxable temporary differences and deferred tax assets are recognized to the extent that it is probable that 
taxable profits will be available against which the deductible temporary differences, unused tax losses and tax credits can 
be utilized.

 Deferred income tax is determined using tax rates that have been enacted or substantively enacted by the balance sheet 
date and are expected to apply when the related deferred income tax asset is realized or the deferred income tax liability 
is settled. Deferred tax is charged or credited in the profit and loss account except to the extent that it relates to the items 
recognized directly in equity, in which case it is recognized in equity.

(Amounts in thousand)
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2.17 Foreign currency transactions and translation

 These consolidated financial statements are presented in Pakistan Rupee, which is the Company s functional currency. 
Foreign currency transactions are translated into the functional currency using the exchange rate prevailing at the date of the 
transaction. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at 
year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognized in the profit and 
loss account.

2.18 Derivative financial instruments and hedging activities

 Derivatives are initially recognized at fair value on the date a derivative contract is entered into and are subsequently 
re-measured at their fair value. The method of recognizing the resulting gain or loss depends on whether the derivative 
is designated as a hedging instrument, and if so, the nature of the item being hedged. The Company designates certain 
derivatives as either:

 a) hedges of the fair value of recognized assets or liabilities or a firm commitment (fair value hedge); or

 b) hedges of a particular risk associated with a recognized asset or liability or a highly probable forecast transaction 
(cash flow hedge).

 Fair value hedge

 Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in the profit 
and loss account, together with any changes in the fair value of the hedged asset or liability that are attributable to 
the hedged risk.

 Cash flow hedge

 On an ongoing basis, the Company assesses whether each derivative continues to be highly effective in offsetting 
changes in the cash flows of hedged items. If and when a derivative is no longer expected to be highly effective, hedge 
accounting is discontinued. 

 The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges is 
recognized in other comprehensive income. The gain or loss relating to the ineffective portion is recognized immediately 
in the profit and loss account.

 Amounts accumulated in other comprehensive income are reclassified to the profit and loss account in the periods when 
the hedged item affects profit or loss account i.e. when the transaction occurs. The gain or loss relating to the effective 
portion of interest rate swaps hedging variable rate borrowings is recognized in the profit and loss account or the cost of 
the related asset for which the borrowing is being utilized. However, when the forecast transaction that is hedged results 
in the recognition of a non-financial asset (e.g. stock-in-trade or property, plant and equipment) the gains and losses 
previously deferred in equity are transferred from equity and included in the initial measurement of the cost of the asset. 
The deferred amounts are ultimately recognized in cost of sales in case of stock-in-trade or in depreciation in case of 
property, plant and equipment.

 When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge accounting, any 
cumulative gain or loss existing in equity at that time remains in equity and is recognized when the forecast transaction 
is ultimately recognized in the profit and loss account or the cost of the related non-financial asset (e.g. stock-in-trade or 
property, plant and equipment) as applicable. When a forecast transaction is no longer expected to occur, the cumulative 
gain or loss that was reported in equity is immediately transferred to the profit and loss account.

(Amounts in thousand)
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 The fair values of various derivative instruments used for hedging purposes are disclosed in note 18. Movements on the 
hedging reserve are shown in statement of comprehensive income. The full fair value of a hedging derivative is classified 
as a non-current asset or liability when the remaining maturity of hedged item is more than 12 months and as a current 
asset or liability when the remaining maturity of the hedged item is less than 12 months. Trading derivatives are classified 
as a current asset or liability.

2.19 Revenue recognition

 Revenue is recognized to the extent it is probable that the economic benefits will flow to the Company and the amount of 
revenue can be measured reliably. Revenue is measured at the fair value of the consideration received or receivable, and 
is recognized on the following basis:

 -  sales are recognized when the product is dispatched to customers;

 -  revenue from the supply of electricity is recognized based upon the output delivered;   
 

 -  dividend income is recognized when the Company s right to receive the payment is established; and

 -  return on deposits is recognized on accrual basis using the effective interest method. 

2.20 Borrowing costs

 Borrowing costs are recognized as an expense in the period in which they are incurred except where such costs are 
directly attributable to the acquisition, construction or production of a qualifying asset, in which case, such costs are 
capitalized as part of the cost of that asset. Borrowing costs include exchange differences arising from foreign currency 
borrowings to the extent these are regarded as an adjustment to borrowing costs.

2.21 Segment reporting

 Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision-
maker. The chief operating decision-maker, who is responsible for allocating resources and assessing performance of the 
operating segments, has been identified as the Board of Directors of the Company that makes strategic decisions.

2.22 Dividend and appropriation to reserves

 Dividend and appropriation to reserves are recognized in the consolidated financial statements in the period 
in which these are approved.

3. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

 Estimates and judgments are continually evaluated and are based on historical experience and other factors, including 
expectations of future events that are believed to be reasonable under the circumstances. The Company makes estimates 
and assumptions concerning the future. The resulting accounting estimates will, by definition, seldom equal the related 
actual results. Estimates and assumptions that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year are as follows:

(Amounts in thousand)
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3.1 Property, plant and equipment and intangible assets

 The Company reviews appropriateness of the useful life and residual value, where applicable, used in the calculation of 
depreciation / amortization on an annual basis. Further, where applicable, an estimate of recoverable amount of assets is 
made for possible impairment on an annual basis.

3.2 Stores and spares

 The Company regularly reviews the provision for slow moving stores and spares older than 10 years to assess the 
consumption of stores and spares, thereby ensuring that items meeting the criteria of 10 years are provided for.

3.3 Stock-in-trade

 The Company regularly reviews the net realizable value of stock-in-trade to assess any diminution in the respective 
carrying values. Net realizable value is determined with reference to estimated selling price less estimated expenditure to 
make the sales. 

3.4 Trade debts

 An estimate of the collectible amount of trade debts is made when collection of the full amount is no longer probable. For 
individually significant amounts, this estimation is performed on an individual basis. Any difference between the amounts 
actually collected in future periods and the amounts expected is recognized in the statement of comprehensive income.

3.5 Income taxes

 In making the estimates for current income taxes payable by the Company, the management looks at the applicable law 
and the decisions of appellate authorities on certain issues in the past.

3.6 Deferred tax asset
    
 In assessing the recognition of the deferred tax assets, management considers whether it is probable that some portion 

or all of the deferred tax assets will be realized. The ultimate realization of the deferred tax assets is dependent upon 
the generation of future taxable income during the periods in which those temporary differences, become deductible. 
Management considers the scheduled reversal of deferred tax liabilities, projects future taxable income and tax planning 
strategies in making this assessment. The amount of deferred tax assets considered realizable, however, could change 
in the near term if future estimates of projected taxable income during the carry forward period are revised.

4. PROPERTY, PLANT AND EQUIPMENT

 Operating assets, at net book value - note 4.1 15,023,936 15,245,662 

 Capital work-in-progress - note 4.4 923,342 679,306 

 Capital spares 63,792 83,398 

  16,011,070 16,008,366

Rupees
2017 2016

(Amounts in thousand)
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4.1 Operating assets

As at January 1, 2016

Cost 194,127 504,781 22,826,589 398,968 26,122 50,315 33,849 196,926 68,187 24,299,864 

Accumulated depreciation  (40,888) (141,037) (8,173,207)  (185,635) (21,070) (15,306) (12,505) (144,528) (45,108) (8,779,284)

Net book value 153,239 363,744 14,653,382 213,333 5,052 35,009 21,344 52,398 23,079 15,520,580 

Year ended December 31, 2016

Opening net book value 153,239 363,744 14,653,382 213,333 5,052 35,009 21,344 52,398 23,079 15,520,580 

Additions - note 4.4 - - 558,399 - - - - 37,050 - 595,449 

Disposals - note 4.3

Cost - - - - - - -  (146) (21,838) (21,984)

Accumulated depreciation - - - - - - - 138 15,592 15,730 

 - - - - - - - (8) (6,246) (6,254)

Write offs - note 4.3

Cost - - - - - - -  (1,194)  - (1,194)

Accumulated depreciation - - - - - - - 813 - 813 

 - - - - - - - (381) - (381)

Depreciation charge - note 4.2 (3,933) (20,851) (791,136) (19,999) (1,317) (2,516) (1,693) (18,919) (3,368) (863,732)

Net book value 149,306 342,893 14,420,645 193,334 3,735 32,493 19,651 70,140 13,465 15,245,662 

As at January 1, 2017

Cost 194,127 504,781 23,384,988 398,968 26,122 50,315 33,849 232,636 46,349 24,872,135 

Accumulated depreciation (44,821) (161,888) (8,964,343) (205,634) (22,387) (17,822) (14,198) (162,496) (32,884) (9,626,473)

Net book value 149,306 342,893 14,420,645 193,334 3,735 32,493 19,651 70,140 13,465 15,245,662 

Year ended December 31, 2017

Opening net book value 149,306 342,893 14,420,645 193,334 3,735 32,493 19,651 70,140 13,465 15,245,662 

Additions - note 4.4 - 91,707 674,554 - - - - 30,283 45,507 842,051 

Disposals - note 4.3

Cost - (48,455) - - - - -  (103) (15,273) (63,831)

Accumulated depreciation - 27,675 - - - - - 98 11,776 39,549 

 - (20,780) - - - - - (5) (3,497) (24,282)

Impairment / write offs - note 4.3

Cost - (164,788) - - - - - (582) - (165,370)

Accumulated depreciation - 56,934 - - - - - 506 - 57,440 

 - (107,854) - - - - - (76) - (107,930)

Depreciation  charge - note 4.2 (3,934) (18,960) (857,239) (19,970) (1,317) (1,630) (2,414) (21,391) (4,710) (931,565)

Net book value 145,372 287,006 14,237,960 173,364 2,418 30,863 17,237 78,951 50,765  15,023,936 

As at December 31, 2017

Cost 194,127 383,245 24,059,542 398,968 26,122 50,315 33,849 262,234 76,583 25,484,985 

Accumulated depreciation (48,755) (96,239) (9,821,582) (225,604) (23,704) (19,452) (16,612) (183,283) (25,818) (10,461,049)

Net book value 145,372 287,006 14,237,960 173,364 2,418 30,863 17,237 78,951 50,765 15,023,936 

Annual Rate of Depreciation (%) 2 to 2.14 2.5 to 10 2.5 to 25 5 5 5 5  5 to 33 5 to 25

Leasehold
land

Building on
leasehold

land

Plant and
machinery

Water VCM

Pipelines

Ethylene Gas

Furniture,
fixtures and
equipment Vehicles Total

Rupees

(Amounts in thousand)
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Rupees
2017 2016

4.2 Depreciation charge has been allocated as follows:

 Cost of sales - note 25 918,304 849,672 
 Distribution and marketing expenses - note 26 3,224 3,348 
 Administrative expenses - note 27 10,037 10,712 
  931,565 863,732 

4.3 The details of operating assets disposed / written-off during the year are as follows:

(Amounts in thousand)

 Vehicle 651 520 131 548 

  “ 1,477 1,182 295 1,105 

  “ 7,500 5,625 1,875 3,249 

  “ 855 684 171 665 

  “ 930 744 186 690 

  “ 950 760 190 721 

  “ 950 760 190 727 

  “ 950 760 190 740 

  “ 1,010 741 269 780  

      

 Office Building 48,455 27,676 20,779 83,470 

 Plant Building 164,788 56,934 107,854 -   

 Laptop 103 98 5 7 

 Laptop 173 146 27 90 

 Laptop 174 147 27 90

 Fax Machine 24 23 1 -   

 Refrigerator 33 31 2 -   

 Refrigerator 74 71 3 -   

 Air Conditioner 66 52 14 -   

 Paper Shredder 38 36 2 -   

 2017 229,201 96,990 132,211 92,882 

 2016 23,178 16,543 6,635 6,655

By auction

Mohammed Arif

Khalid Anwar

Syed Mohammed Ali

Safia Begum

Mohammed Sabeehuddin

Waseem Mirza

Mazahir Akhtar

Khaliq Raza

Khaliq Raza

Written-off

Sale to Engro Energy Ltd.

Aggregate amount 
of assets having 

net book value less 
than Rs. 50 each

Cost Accumulated
depreciation

Net
book
value

Proceeds Mode of
disposal

Particulars of
purchaser

Rupees

Syed Zeeshan Ali

EFU Insuarance Claim

Impaired

under speci c 
approval to 
separating 
employees



180

Annual Report 2017

4.4 Capital work-in-progress
Building on 
leasehold 

land

Plant and  
machinery

 Furniture, 
fixtures and 
equipments

Advances 
for

 vehicles & 
software

Total

Rupees
 Year ended December 31, 2016

 Balance as at  January 1, 2016 7,480 600,582 18,601 15,857 642,520 

 Additions during the year 2,175 612,464 23,045 9,525 647,209 

 Transferred to:
      - Operating assets - note 4.1 - (558,399) (37,050) - (595,449)
      - Intangible assets - note 5 - - - (14,974) (14,974)

 Balance as at December 31, 2016 9,655 654,647 4,596 10,408 679,306 
  
 Year ended December 31, 2017

 Balance as at  January 1, 2017 9,655 654,647 4,596 10,408 679,306 

 Additions during the year 82,052 917,193 38,956 74,264 1,112,465 

 Transferred to:
      - Operating assets - note 4.1 (91,707) (674,554) (30,283) (45,507) (842,051)
      - Intangible assets note - 5 - - - (26,378) (26,378)

 Balance as at December 31, 2017 - 897,286 13,269 12,787 923,342

5. INTANGIBLE ASSETS - Computer software  Rupees

 As at January 1, 2016
 Cost  161,055 
 Accumulated amortization  (70,710)
 Net book value  90,345 

 Year ended December 31, 2016
 Opening net book value  90,345 
 Additions at cost - note 4.4  14,974 
 Amortization charge - note 27  (14,464)
 Closing net book value  90,855 

 As at December 31, 2016
 Cost  176,029 
 Accumulated amortization  (85,174)
 Net book value  90,855 

 Year ended December 31, 2017
 Opening net book value  90,855 
 Additions at cost - note 4.4  26,378 
 Amortization charge - note 27  (12,570)
 Closing net book value  104,663 

 As at December 31, 2017
 Cost  202,407 
 Accumulated amortization  (97,744)
 Net book value  104,663

5.1 The cost is being amortized over a period of 5 to 10 years.

(Amounts in thousand)
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Rupees
2017 2016

6. LONG TERM LOANS AND ADVANCES
 - Considered good

 Executives - notes 6.1, 6.2, 6.4 and 6.5 110,839 101,029 
 Less: Current portion shown under current assets - note 11 (35,083)  (31,058)
  75,756 69,971 

 Employees - notes 6.3 and 6.5 1,520 806 
 Less: Current portion shown under current assets - note 11 (1,520) (806)
  - -   
  75,756 69,971

6.1 Reconciliation of the carrying amount of loans and advances to executives is as follows:

 Balance at beginning of the year 101,029 101,023

 Add: Disbursements 69,249 57,079

 Less: Repayments / Amortizations (59,439) (57,073)

 Balance at end of the year 110,839 101,029 

6.2 These include interest free loans and advances to executives for house rent, vehicles, home appliances and investments 

given in accordance with the terms of employment. Loans for house rent are repayable in 12 to 18 equal monthly installments 

and investment are repayable in lump sum amount after 36 months. Loans for home appliances are repayable in 5 equal 

annual installments. Advances for vehicles are charged to profit and loss account over a period of 4 years.

6.3 These include interest free loans to employees for home appliances and investments, given in accordance with the terms 

of employment. Loans are repayable in accordance with the terms stated in note 6.2.

6.4 The maximum aggregate amount due from the executives at the end of any month during the year was Rs. 120,429 (2016: 

Rs. 121,646). These are secured by way of promissory notes.

6.5 The carrying values of these financial assets are neither past due nor impaired. The credit quality of these financial assets 

can be assessed with reference to no material defaults in recent history.

(Amounts in thousand)
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Rupees
2017 2016

7. DEFERRED TAXATION

 Credit balances arising due to:
      - accelerated tax depreciation (3,224,307) (3,178,960)
 Debit balances arising due to:
     - recoupable carried forward
           tax losses - note 7.1 1,443,219 2,778,309 
 - recoupable minimum turnover tax - note 7.2 510,131 168,659 
 - recoupable alternative corporate tax 111,655 -  
 - unpaid liabilities 104,263 87,783 
 - provision for Gas Infrastructure Development 
      Cess and Special Excise Duty 924,358 618,568 
 - provision for net realizable value of stock-in-trade 7,515 7,208 
 - provision for slow moving stores and spares 82,066 17,662 
 - provision bad debts 2,888 -   
 - fair value of hedging instrument - 632 
 - share issuance cost, net to equity 49,467 49,467
  3,235,562 3,728,288
   11,255 549,328 

7.1 Deferred income tax asset is recognized for tax losses available for carry-forward to the extent that the realization of the 
related tax benefit through future taxable profits is probable. The aggregate tax losses available for carry-forward as at 
December 31, 2017 amount to Rs. 4,816,123 (2016: Rs. 9,261,030).

7.2 During the year, the Company has recognized deferred tax asset on recoupable minimum turnover tax  in respect of 
current year amounting to Rs. 341,472 (2016: 168,659)  as the Company, based on its financial projections, expects 
to recoup it in the ensuing years. In 2013, the High Court of Sindh, in respect of another company, overturned the 
interpretation of the Appellate Tribunal on Section 113 (2) (c) of the Income Tax Ordinance, 2001 and decided that 
minimum turnover tax cannot be carried forward where there is no tax paid on account of loss for the year or carried 
forward losses. The Company s management is however of the view, duly supported by the legal advisor, that the above 
order would not be maintained by the Supreme Court, which the Company intends to approach if required. Accordingly, 
the Company has recognized deferred tax asset on recoupable minimum turnover tax.

8. STORES, SPARES AND LOOSE TOOLS

 Consumable stores and spares - note 8.1 1,880,330 1,606,707 

 Less: Provision for slow moving stores and spares - note 8.2 277,943 61,326 
  1,602,387 1,545,381 
8.1 This includes goods in transit amounting to Rs. 248,659 (2016: Rs. NIL).

8.2 The movement in the provision for slow moving stores
      and spares is as follows:

 Balance at beginning of the year 61,326 52,525 
 Add: Recognized during the year - notes 8.3 and 25 241,117 8,801 
 Less: Reversal during the year - note 25 (24,500) -   
 Balance at end of the year 277,943 61,326 
 
8.3 This pertains to a specific provision relating to slow moving stores and spares of the Company.

Rupees
2017 2016

(Amounts in thousand)
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Rupees
2017 2016

9. STOCK-IN-TRADE

 Raw and packing materials - notes 9.1 and 9.2 2,440,340 1,876,110
 Work-in-process 28,846 2,635 
 Finished goods - own manufactured product - notes 9.1 and 9.3 1,211,976 1,145,523 
  3,681,162 3,024,268

9.1 This includes stocks held at the storage facilities of the following parties:

  

      - Engro Vopak Terminal Limited, a related party 1,251,591 345,812 

      - Fatimafert Limited 647 4,286 

      - Al-Rahim Trading Company (Private) Limited 21,700 14,083 

      - Al-Hamd Traders 2,742 1,581 

  1,276,680 365,762

 
9.2 This includes goods in transit amounting to Rs. 242,516 (2016: Rs. 548,142).
  
9.3 This includes carrying value of Poly Vinyl Chloride resin, net of realizable value reduction of Rs.25,453 

(2016: Rs. 25,028).

Rupees
2017 2016

10. TRADE DEBTS - considered good

 Secured - note 10.1 287,211 291,581 
 Related Parties - notes 10.2 and 10.3 119,069 24,146 
 Unsecured 98,843 140,669 
  505,123 456,396 
 Considered doubtful 9,628 -
  514,751 456,396 
 Less: Provision for doubtful debts - note 10.4 9,628 -   
  505,123 456,396 

10.1 These debts are secured by way of bank guarantees and letters of credit from customers.

10.2 Due from related parties comprise of:

 Engro Fertilizers Limited 18,978 8,614 38,372 15,107 61,719 - 119,069 23,721 
 Engro Foods Limited - 397 - 28 - - - 425 
  18,978 9,011 38,372 15,135 61,719  - 119,069  24,146

2017 2017 2017 20172016 2016 2016 2016

Upto 1 month 2 to 6 months More than 6 months Total

Rupees

(Amounts in thousand)
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10.4 The movement in provision during the year is as follows:
 
 Balance at beginning of the year  - -   

 Add: Provisions made during the year - note 28 9,628 -
 Balance at end of the year 9,628 -

10.3 As at December 31, 2017, trade debts due from related parties amounting to Rs. 100,091 were past due but not 
impaired.These relate to parties with whom there is no history of default.

Rupees
2017 2016

11. LOANS, ADVANCES, DEPOSITS, PREPAYMENTS
      AND OTHER RECEIVABLES

 Considered good
 Current portion of long term loans and advances - note 6
      - executives 35,083 31,058 
      - employees 1,520 806 

 36,603 31,864 

 Advances to employees 756 2,184 
 Advances to suppliers and others 27,884 54,735 
 Deposits 24,897 20,883 
 Prepayments 82,981 88,529 
 Receivable from Government of Pakistan
      - Sales tax and Federal excise duty refundable 417,439 230,005 
      - Octroi / duty claims 152 152 
  417,591 230,157 
 Due from related parties:
 Engro Vopak Terminal Limited 215 8 
 Engro Foods Limited 5 39 
 Engro Energy Limited 86,724 4,124 
 Sindh Engro Coal Mining Company Limited 126 220 
 Engro Corporation Limited 4,684 290 
 Engro Foundation - 7 
 Engro Powergen Qadirpur Limited 9 9 
  91,763 4,697 
 Other receivables 756 3,422 
  683,231 436,471 
 Considered doubtful
 Custom duty claims refundable - note 11.1 18,043 18,043 
 Less: Provision for impairment - note 11.3 (18,043)  (18,043)
  - -   
 Special Excise Duty (SED) refundable - note 11.2 36,687 36,687 
 Less: Provision for impairment - note 11.3 (36,687) (36,687)
  - -   
  683,231 436,471

(Amounts in thousand)
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11.1 The Customs Appellate Tribunal, Karachi Bench, through its order dated October 31, 2011, disposed of the Company s 
appeal filed on April 11, 2008 against the order of Collector of Customs, Port Muhammad Bin Qasim, Karachi, for the 
refund of custom duty paid during the period June 16, 2006 to July 24, 2006 on imports of Vinyl Chloride Monomer (VCM). 
The Tribunal was informed that all the aforementioned VCM  consignments were released after the issuance of SRO 565(1) 
/ 2006 dated June 6, 2006 and the benefit of five percent duty reduction was also passed on to the customers. However, 
as the price of the Company s product was increased which is linked with international market, the Tribunal inadvertently 
presumed that the said benefit had not been transferred to the customers and passed an order against the Company.

 The Company has filed an appeal with the High Court of Sindh against the aforesaid order of the Tribunal. However, 
based on prudence, the Company is maintaining full provision against the aforementioned custom duty refundable till 
such time that all available legal forums are exhausted.

11.2 During the year 2007, Special Excise Duty (SED) amounting to Rs. 91,616 was paid on import of certain fixed assets. 
Out of the total SED paid, an amount of Rs. 54,299 was adjusted through input claim in sales tax returns. Subsequently, 
the remaining amount of Rs. 36,687 could not be adjusted as the said duty was disallowed as adjustment from output 
tax under section 7 of Sales Tax Act, 1990. Therefore, the Company has fully provided the said amount on the  basis of 
prudence. However, the Company is pursuing recovery of the remaining amount from the tax authorities based on the 
view that the SED can be recovered as it was paid prior to the change in the Sales Tax Act.

11.3 As at December 31, 2017, receivables aggregating to Rs. 54,730 (2016: Rs. 54,730) were deemed to be impaired and 
have been provided for in full, based on prudence. The remaining balances of loans, deposits, due from related parties 
and other receivables are neither past due nor impaired.

12. TAXES RECOVERABLE

12.1 Tax year 2008

 The Deputy Commissioner Inland Revenue (DCIR) through the order dated November 26, 2009 raised  a tax demand of 
Rs. 213,172. The demand arose as a result of additions on account of trading liabilities of Rs. 47,582 under section 34(5) 
of the Income Tax Ordinance, 2001 (the Ordinance); disallowance of provision for retirement benefits of Rs. 5,899; adding 
imputed interest on loans to employees and executives of Rs. 16,069 to income; disallowing finance cost of Rs. 134,414 
and not considering adjustment of minimum tax paid for tax years 2004 to 2007 against the above demand.

 The Company filed an appeal against the aforesaid order before the Commissioner Inland Revenue Appeals [CIR(A)], but 
discharged the entire demand through adjustment against assessed refunds of Rs. 180,768 and paying the balance of 
Rs. 32,404 under protest . Through his appellate order, the CIR(A) maintained certain additions aggregating Rs. 189,810 
including finance cost amounting to Rs. 134,414 and remanded back the issue of imputed interest on loans to employees 
and executives and directed the DCIR to allow credit of the minimum tax charged for the period of tax years 2004 to 
2007. An appeal against the said appellate order was filed by the Company before the Appellate Tribunal Inland Revenue 
(ATIR). The department also filed an appeal against the said appellate order challenging the actions of the CIR(A).

 In 2013, the ATIR issued an order whereby the aforementioned appeal was disposed of by accepting Company s position 
except for additions on account of trading liabilities to the extent of Rs. 20,280 and minimum turnover tax for tax years 
2004 and 2007 to the extent of Rs. 19,692 and Rs. 7,300 respectively, which were maintained.

 The Company filed a reference with the High Court of Sindh against the additions maintained by ATIR. Likewise, the tax 
department has also filed reference with the High Court of Sindh against the order passed by the ATIR in favour of the 
Company. The management of the Company, based on the advice of its tax consultants, is confident that the ultimate 
outcome of the aforementioned matters would be favorable and, accordingly, has not recognized the effects for the same 
in these consolidated financial statements.

(Amounts in thousand)
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12.2 Tax year 2009

 The DCIR through his order dated November 30, 2010 raised a tax demand of Rs. 163,206. The demand arose as a 
result of disallowance of finance cost of Rs. 457,282; additions to income of trading liabilities of Rs. 21,859 under section 
34(5) of the Ordinance; disallowance of provision for retirement benefits of Rs. 14,239; disallowance of provision against 
Special Excise Duty refundable of Rs. 36,687; addition of imputed interest on loans to employees and executives of Rs. 
20,599 and not considering net loss.

 The entire demand of Rs. 163,206 was adjusted against assessed tax refunds and an appeal was filed by the Company 
before the CIR(A). Through his appellate order, the CIR(A) maintained certain additions aggregating to Rs. 493,971 
including disallowance of finance cost amounting to Rs. 457,282 and remanded back the issue of imputed interest on 
loans to employees and executives. An appeal against the said appellate order was filed before the ATIR. The department 
also filed an appeal against the said appellate order challenging the action of CIR(A), regarding deletion of addition on 
account of provision for the retirement benefits.

 
 In 2013, the ATIR issued an order whereby the aforementioned appeal was disposed of by accepting Company s position 

except for additions on account of SED provision of Rs. 36,687 and imputed interest on loans to employees and executives 
to the extent of Rs. 17,430, which were maintained.

 The Company filed a reference with the High Court of Sindh against the additions maintained by ATIR. Likewise, the tax 
department has also filed reference with the High Court of Sindh against the order passed by the ATIR in favour of the 
Company. The management of the Company, based on the advice of its tax consultants, is confident that the ultimate 
outcome of the aforementioned matters would be favorable and, accordingly, has not recognized the effects for the same 
in these consolidated financial statements.

13. SHORT TERM INVESTMENTS 
   
 Held to maturity

 Term Deposits Receipts  - note 13.1 240,410 740,000 

13.1 Represents Term Deposits Receipts maturing on January 27, 2018 and carrying mark-up of 6.55% (2016: 6.15% to 7%) 
per annum.

Rupees
2017 2016

14. CASH AND BANK BALANCES

 Cash in hand 1,140 919 

 Cash at bank:
      - current accounts - note 14.1 7,688 37,242 
      - saving accounts 673,922 337,986 
  681,610 375,228 
  682,750 376,147

14.1 Include Rs. 31,783 (2016: Rs. 32,943) held in foreign currency bank account.

Rupees
2017 2016
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15. SHARE CAPITAL

 Authorized capital 
 800,000,000 (2016: 800,000,000) ordinary shares
      of Rs. 10 each 8,000,000 8,000,000 

 400,000,000 (2016: 400,000,000) preference shares 
      of Rs. 10 each 4,000,000 4,000,000
 
 Issued, subscribed and paid-up capital
 663,468,788 (2016: 663,468,788) ordinary shares
      of Rs. 10 each, fully paid in cash - note 15.1 6,634,688 6,634,688

15.1 As at December 31, 2017, Engro Corporation Limited (the Holding Company) held 372,809,989 (2016: 372,809,989) 
ordinary shares of Rs.10 each.

16. LONG TERM BORROWINGS, secured

 International Finance Corporation (IFC) 6 months LIBOR + 2.6% to 3% 15 half yearly June 2010 - 416,903

 Bilateral - IV - note 16.1 6 months KIBOR + 0.8% 10 half yearly July 1, 2019 1,500,000  1,500,000

 Bilateral - V - note 16.1 6 months KIBOR + 0.8% 10 half yearly July 1, 2019 1,500,000 1,500,000 

 Bilateral - VI - note 16.1 6 months KIBOR + 0.8% 10 half yearly June 28, 2019 750,000 750,000 

 Bilateral - VII - note 16.1 6 months KIBOR + 0.8% 10 half yearly June 28, 2019 1,250,000 1,250,000 

 Bilateral - VIII - notes 16.1 and 16.2 6 months KIBOR + 0.8% 6 half yearly June 28, 2019 1,000,000 750,000 

 Bilateral - IX - note 16.2 6 months KIBOR + 0.4% 6 half yearly June 30, 2020 750,000 -   

 Bilateral - X - note 16.2 6 months KIBOR + 0.4% 6 half yearly June 26, 2020 2,000,000 -   

 Subordinated loan from 

      Engro Corporation Limited (ECL)

           - note 16.3 3 months KIBOR + 3.5% - - 3,000,000 

   8,750,000 9,166,903 

 Less: Current portion shown under current liabilities   - (416,903)

     8,750,000 8,750,000

Title Mark-up rate
per annum Number

Installments

Commencing 
from

Rupees
2017 2016

(Amounts in thousand)
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16.1 During the previous year, the Company obtained new finances from financial institutions at renegotiated terms at lower 
interest rates / mark-up rates to re-profile its balance sheet. 

16.2 During the year. the Company has obtained borrowings of Rs. 2,750,000 under the new financing arrangements and 
utilized the existing facility from Rs. 750,000 to Rs. 1,000,000 through first supplemental finance agreement. Further, 
the Company repaid its outstanding balance owed to IFC amounting to Rs. 416,903.

16.3 During the year, the Company has prepaid its subordinated loan to ECL (the Holding Company) amounting to 
Rs. 3,000,000.

16.4 These finances are secured by way of hypothecation charge over all the present and future moveable assets of 
the Company.

16.5 Following are the changes in the long term borrowings (i.e. for which cash flows have been classified as financing 
activities in the statement of cashflows:

17. DERIVATIVE FINANCIAL INSTRUMENTS

17.1 Last year, the Company had outstanding interest rate swap agreements with banks for notional amounts aggregating 
US$ 2,666 to hedge its interest rate exposure on floating rate foreign currency borrowings from International Finance 
Corporation (IFC). Under the swap agreements, the Company received six month USD-LIBOR on respective notional 
amounts and paid fix rates, which were settled semi-annually. During the current year, the Company paid off all its 
foreign currency borrowings and did not renew the outstanding interest rate swap agreements. Details of these swap 
agreements are as follows:

Rupees
2017 2016

 Balance as at January 1 9,166,903 8,326,676
 Disbursements during the year 3,000,000 6,600,000 
 Amortization of transaction cost - 35,963 
 Repayment (3,416,903) (5,795,736)
 Balance as at December 31 8,750,000 9,166,903

 - 1,000 December 15, 2008 June 15, 2017 3.385  - 790 

 - 333 June 15, 2009 June 15, 2017 3.005  - 264 

 - 1,000 June 15, 2009 June 15, 2017 2.795 - 790 

 - 333 June 15, 2009 June 15, 2017 2.800 - 263 

 - 2,666    - 2,107

Effective
Date

Notional Amounts  
Fixed

Rate  %

Fair Values as at
Termination

Date
Rupees

2017 2016
US $

2017 2016

(Amounts in thousand)
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18. SERVICE BENEFIT OBLIGATIONS

 Service incentive plan - note 18.1 45,953 45,622

18.1 This represents provision for annual employment benefit payable to eligible employees who have successfully completed 

3 years vesting period with the Company.

Rupees
2017 2016

19.1 The aggregate facilities for running finance available from various banks as at December 31, 2017, representing the 

sales price of all mark-up arrangements, amounted to Rs. 3,425,000 (2016: Rs. 3,300,000) out of which 400,000 is 

under renewal. The corresponding purchase price is payable on various dates during the ensuing year. Mark-up is 

chargeable at rates net of prompt payment rebate, ranging from relevant period KIBOR plus 0.1% to 1% (2016: relevant 

period KIBOR plus 0.9% to 1.25%) per annum. These facilities are secured by a floating charge over stocks and book 

debts of the Company.

19.2 This represents export refinancing facility carrying mark-up at the rate of 3% (2016: 3%) on rollover basis for six months. 

This facility is secured by a floating charge over stocks and book debts of the Company.

19.3 The facility for opening letters of credit as at December 31, 2017 aggregates to Rs. 13,550,000 (2016: Rs. 11,800,000) out 

of which 2,000,000 is under renewal. The amount utilized thereagainst as at December 31, 2017 was Rs. 1,010,000 (2016: 

Rs. 5,503,000). The facilities carry commission at the rate of 0.05% to 0.1% flat (2016: 0.05% to 0.1% flat).

19. SHORT TERM BORROWINGS

 Running finance utilized under mark-up

      arrangements - note 19.1 - 29,638 

 Export refinance facility - note 19.2 - 300,000 

  - 329,638

Rupees
2017 2016

(Amounts in thousand)
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20. TRADE AND OTHER PAYABLES  
 

 Trade and other creditors - note 20.1 1,714,553 4,964,249 
 Accrued liabilities  - notes 20.1 and 20.2 1,623,408 1,283,414 
 Advances from customers 883,418 291,490 
 Retention money 13,249 10,895 
 Security deposits 28,959 28,955 
 Payable to provident fund 15,874 14,284 
 Workers  welfare fund 53,198 58,490 
 Withholding tax payable 6,742 -   
 Workers  profits participation fund - note 28 163,661 62,424 
 Others 19,746 17,251 
  4,522,808 6,731,452 
20.1 Includes due to following related parties:   

 
 - Engro Corporation Limited 18,459 -
 - Mitsubishi Corporation 1,461 2,682,171 
 - Engro Fertilizers Limited 6,622 108 
 - Engro Vopak Terminal Limited 87,390 -   
  113,932 2,682,279 

20.2 This includes Sindh Infrastructure Development Cess amounting to Rs. 496,988 (2016: 423,103 ).

21. ACCRUED INTEREST / MARK-UP

 Finance cost accrued on:
      - long term borrowings 131,475 859 
      - short term borrowings 3,612 10,237 
  135,087 11,096 

22. PROVISIONS

 Provision for Gas Infrastructure Development Cess 3,112,619 2,129,764

22.1 Provision for Gas Infrastructure Development Cess (GIDC)

 Under the Gas Infrastructure Development Cess Act, 2011, the Government of Pakistan levied Gas Infrastructure 
Development Cess (GIDC) on all industrial gas consumers at the rate of Rs. 13 per MMBTU. Subsequently, the GIDC 
rates were enhanced through notifications under OGRA Ordinance 2002, Finance Act, 2014 and GIDC Ordinance 2014 
against which the Company has obtained ad-interim stay orders from the High Court of Sindh. However, on prudent basis 
the Company recognized a provision of Rs. 1,345,789 till May 21, 2015.

Rupees
2017 2016

Rupees
2017 2016

Rupees
2017 2016

(Amounts in thousand)
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 On May 22, 2015 the Gas Infrastructure Development Cess (GIDC) Act, 2015 was promulgated whereby cess rate of 
Rs.100 per MMBTU and Rs.200 per MMBTU were fixed for industrial and captive power consumption, respectively. The 
GIDC Act, 2015 was made applicable with immediate effect superseding the GIDC Act, 2011 and GIDC Ordinance, 2014.

 The Company, based on the advice of its legal counsel, is of the view that as per GIDC Act, 2015, the uncollected portion 
of cess levied through GIDC Act, 2011 and GIDC Ordinance 2014, shall not be collected from the industrial sector. 
Therefore, the Company reversed the provision relating to industrial portion of GIDC amounting to Rs. 753,664 for the 
period prior to promulgation of GIDC Act, 2015 and retained GIDC provision amounting to Rs. 592,125 in respect of 
captive power.

 Further, the Company has also obtained ad-interim stay order against the GIDC Act, 2015 from the High Court of Sindh. 
This stay order has restrained Sui Southern Gas Company Limited (SSGCL) from charging and / or recovering the cess 
under the GIDC Act, 2015 till the final decision on this matter. However, based on prudence, the Company has recognized 
a further provision of Rs. 2,520,494 pertaining to the period subsequent to promulgation of GIDC Act, 2015.

23. CONTINGENCIES AND COMMITMENTS

23.1 The Deputy Commissioner Inland Revenue (DCIR) through order dated January 8, 2016, raised a sales tax demand of Rs. 
524,589 on account of alleged short payment of sales tax due on the finished products that would have been produced 
and sold from the excess wastage of raw material. The Company filed thereagainst before the Commissioner Inland 
Revenue Appeals [CIR(A)] on the grounds that the order passed against the Company was absolutely baseless as the 
DCIR had used inappropriate theoretical assumptions for calculating the sales tax liability. The CIR(A) through his order 
dated March 10, 2016, has decided the matter in favor of the Company. However, the department has challenged the 
said order of CIR(A) before Appellate Tribunal Inland Revenue (ATIR). No proceedings regarding this matter have been 
carried out by ATIR, till the year end. The management of the Company, based on the advice of its tax consultants, is 
confident of favorable outcome of this matter, accordingly, no provision has been made in this respect.

23.2 The aggregate facilities for issuance of performance guarantees by the banks on behalf of the Company as at December 
31, 2017 amounts to Rs. 1,297,000 (2016: Rs. 1,156,750). The amount utilized there against as at December 31, 2017 is 
Rs. 1,238,450 (2016: Rs. 1,140,950).

23.3 The Company has entered into operating lease arrangements with Al-Rahim Trading Company (Private) Limited and 
Fatima fertilizer, for storage and handling of Ethylene Di Chloride (EDC) and Caustic soda, respectively. The total lease 
rentals due under these lease arrangements are payable in monthly installments till July 2019. The future aggregate lease 
payments under these arrangements are as follows:

 Not later than 1 year 16,875 14,400 
 Later than 1 year and no later than 5 years 8,400 22,800 
  25,275 37,200 

23.4 The Company has entered into contracts with Engro Vopak Terminal Limited, a related party, for storage and handling of 
Ethylene, Vinyl Chloride Monomer (VCM) and Ethylene Di-Chloride (EDC), valid till March 2026, December 2018 and May 
2018, respectively. Annual fixed cost payable to Engro Vopak Terminal Limited, under these contracts, approximates to 
US $ 9,165.

23.5 Through Finance Act, 2017 an amendment has been made in section 5A of Income Tax Ordinance, 2001 by virtue of 
which a tax at the rate of 7.5% of accounting profit before tax shall be imposed if the Company does not distribute at 
least 40% of its profits after tax. This amendment is also applicable for tax year 2017. During the year, the Company has 
filed a petition against the application of section 5A on several grounds including its retrospective application and an 
interim relief has been granted in the favor of the Company. No provision in this respect has been recognized in these 
consolidated financial statement.

Rupees
2017 2016

(Amounts in thousand)
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24. NET REVENUE

 Gross local sales 32,396,032 26,542,263 

 Less:
      - Sales tax 4,688,089 3,839,807 
      - Discounts 455,744 317,322 
  5,143,833 4,157,129 
  27,252,199 22,385,134 
 Export sales 419,338 415,759 
 Supply of electricity - note 24.1 59,199 53,131 
  27,730,736 22,854,024

24.1 Represents supply of surplus power to Engro Fertilizers Limited - a related party.

Rupees
2017 2016

25. COST OF SALES

 Opening stock of work-in-process 2,635 23,533 

 Raw and packing materials consumed 12,764,487 10,874,303 
 Salaries, wages and staff welfare - note 25.1 957,767 878,117 
 Fuel, power and gas 4,433,764 4,386,364 
 Repairs and maintenance 400,729 331,951 
 Depreciation - note 4.2 918,304 849,672 
 Consumable stores 346,018 312,977 
 Purchased services 240,751 187,020 
 Storage and handling 1,067,613 1,024,998 
 Training, conveyance and travelling 139,792 96,490 
 Communication, stationery and other office expenses 7,158 9,921 
 Insurance 97,194 110,825 
 Impairment of property, plant and equipment - note 4.1 107,854 -   
 Provision for slow moving stores and spares - note 8.2 241,117 8,801 
 Reversal of provision for slow moving stores and spares- note 8.2 (24,500) -   
 Other expenses 59,942 30,190 

 21,757,990 19,101,629 
 Closing stock of work-in-process (28,846) (2,635)

 Cost of goods manufactured 21,731,779 19,122,527 

 Opening stock of finished goods 1,145,523 942,011 
 Closing stock of finished goods (1,211,976) (1,145,523)
  (66,453) (203,512)
  21,665,326 18,919,015

25.1 These includes Rs. 76,653 (2016: Rs. 71,814) in respect of staff retirement and other service benefits, referred to in note 33.

Rupees
2017 2016

(Amounts in thousand)



26. DISTRIBUTION AND MARKETING EXPENSES

 Salaries, wages and staff welfare - note 26.1 160,825 123,923 

 Sales promotion 162,389 124,043 

 Product transportation and handling 917,046 860,571 

 Rent, rates and taxes 41,339 29,100 

 Purchased services 8,080 13,237 

 Depreciation - note 4.2 3,224 3,348 

 Training, conveyance and travelling 12,991  12,032 

 Communication, stationery and other office expenses 3,648 4,139 

 Others 8,854 9,376 

  1,318,396 1,179,769 

26.1 These includes Rs. 12,330 (2016: Rs.10,213) in respect of staff retirement and other service benefits, referred to in 

note 33.

Rupees
2017 2016

27. ADMINISTRATIVE EXPENSES

 Salaries, wages and staff welfare - note 27.1 274,015 265,958 

 Rent, rates and taxes 81,031 57,945 

 Purchased services 110,720 101,959 

 Insurance 2,941 2,751 

 Depreciation - note 4.2 10,037 10,712 

 Amortization - note 5 12,570 14,464 

 Training, conveyance and travelling 40,631 27,612 

 Communication, stationery and other office expenses 23,104 18,690 

 Others 29,114 18,805 

  584,163 518,896

27.1 These includes Rs. 19,284 (2016: Rs. 19,110) in respect of staff retirement and other service benefits, referred to in 

note 33.

Rupees
2017 2016

(Amounts in thousand)
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28. OTHER OPERATING EXPENSES

 Legal and professional charges 72,198 23,665 

 Auditors  remuneration - note 28.1 3,910 4,485 

 Donations - note 28.2 3,397 4,575 

 Workers  welfare fund 300 6,000 

 Workers  profits participation fund 163,661 62,424 

 Foreign exchange loss - net 112,519 38,218 

 Provision for doubtful debt - note 10.4 9,628 - 

 Others - 10,770 

  365,613 150,137 

 

28.1 Auditors  remuneration

 Fee for:

      - Annual statutory audit 950 875 

      - Half yearly review 241 210 

      - Review of compliance with Code of

           Corporate Governance 40 40 

 Taxation and other advisory services 2,434 3,078 

 Reimbursement of expenses 245 282 

  3,910 4,485 

28.2 The Directors and their spouses do not have any interest in any donees except for Mr. Imran Anwar, Chief Executive who 

is a trustee of Engro Foundation.

Rupees
2017 2016

29. OTHER INCOME
 
 On financial assets

 Income on bank deposits 34,511 1,234 
 Income from short term investments 14,675 -   
 
 On non-financial assets

 Profit on disposal of operating assets - note 29.1 68,525 20 
 Scrap sales 6,361 11,582 
 Others 13,266 7,841 
  137,338 20,677 

29.1 Includes profit on disposal of assets to Engro Energy Limited, a related party amounting to Rs. 62,690 (2016: Nil).

Rupees
2017 2016

(Amounts in thousand)
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30. FINANCE COSTS

 Interest / mark-up on:
      - long term borrowings 706,919 642,454 
      - short term borrowings 10,026 132,354 
      - running finances 13,818 58,247 
  730,763 833,055 

 Foreign exchange gain on borrowings - (2,400)
 Guarantee commission 2,604 1,255 
 Bank charges and others 86,408 87,677 
  819,775 919,587 

31. TAXATION

 Current
      - for the year - note 31.1 458,984  175,058 
      - for prior years - note 31.2 65,362 (1,712)
  524,346 173,346 

 Deferred
     - for the year 537,439 354,018 
  1,061,785 527,364 

31.1 This Represents Alternate Corporate Tax (ACT) of 17% (2016: Minimum turnover tax of 1% on turnover) on the accounting 
income, in accordance with section 113C of the Income Tax Ordinance, 2001.

31.2 Includes Super tax for rehabilitation for temporarily displaced persons  at the rate of 3% on specified income for the tax 
year 2017 (i.e. for the year ended December 31, 2016) levied through Finance Act 2017.

31.3 Relationship between tax expense and accounting loss

Rupees
2017 2016

Rupees
2017 2016

 Profit before taxation 3,114,801 1,187,297 

 Tax calculated at applicable rate of 30% (2016: 31%) 934,440 368,062 

 Tax effect of presumptive tax regime and income subject

      to lower tax rates (16,985) (9,160)

 Prior year tax charge / (reversal), net 65,362 (1,712)

 Effect of inadmissible expenses / permanent differences 17,947 1,795 

 Impact of change in tax rates 61,703 170,794 

 Others (683) (2,415)

  1,061,785 527,364

Rupees
2017 2016

(Amounts in thousand)
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32. EARNINGS PER SHARE - Basic and diluted

 There is no dilutive effect on the basic earnings per share of the Company, which is based on:

 Profit for the year   2,053,016 659,933
 

 Weighted average number of ordinary shares  663,469  663,469 

33. RETIREMENT AND OTHER SERVICE BENEFITS
  
33.1 Provident fund

 In 2013, the Company replaced its provident fund with the provident fund (the Fund) operated and managed by Engro 
Corporation Limited - the Holding Company. Accordingly, the following information is based on the latest audited financial 
statements of the Fund maintained by the Holding Company as at June 30, 2016 and unaudited financial statements as 
at June 30, 2017.

33.1.1 Details of the Fund

Rupees
2017 2016

Number in thousands

 Size of Fund 3,941,927 3,386,894 

 Cost of the investment made 2,493,496 2,920,257

 Percentage of investments made 92% 92%

 Fair value of investments 3,643,638 3,108,948 

33.1.2 Break-up of investments in terms of amount and percentage of size of the Fund is as follows:

Rupees

June 30, 
2017

June 30, 
2016

 Description

 National savings scheme 824,473 23% 808,579 26%

 Government securities 1,152,661 32% 727,842 23%

 Listed securities 817,729 22% 974,172 31%

 Balances within savings account 848,775 23% 598,355 20%

  3,643,638 100% 3,108,948 100%

June 30, 2017 June 30, 2016

Investments
(in Rupees)

Investments
(in Rupees)

Percentage
of investment

made

Percentage
of investment

made

(Amounts in thousand)
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33.1.3 The investments out of the provident fund have been made in accordance with the provisions of section 227 of the 
Companies Ordinance, 1984 and the rules formulated for this purpose.

33.1.4 During the year expense of Rs. 60,194 (2016: Rs. 55,632) has been recognized in the profit and loss account in respect 
of the defined contribution provident fund, maintained by Engro Corporation Limited, the Holding Company.

33.2 During the year expense of Rs. 44,958 (2016: Rs. 42,625) has been recognized in the profit and loss account in respect 
of the defined contribution gratuity fund, maintained by Engro Corporation Limited, the Holding Company.

33.3 During the year expense of Rs. 3,115 (2016: Rs. 2,880) has been recognized in the profit and loss account in respect of 
the defined contribution pension fund, maintained by Engro Corporation Limited, the Holding Company.

34. REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

 The aggregate amounts for remuneration, including all benefits, to chief executive, directors and executives of the 
Company are given below:

34.1 The Company also provides certain household items and vehicles for the use of Chief Executive and certain executives.

34.2 Expense charged in respect of Directors  indemnity insurance policy, purchased by the Company, amounts to Rs. 509 
(2016: Rs. 752).

2017

Chief
Executive

Chief
Executive

Others OthersExecutives Executives
Director Director

2016

Rupees

 Managerial remuneration 23,080 - 631,492 24,066 - 564,380 

 Retirement benefit funds 2,972 - 97,111 2,713 - 88,571 

 Bonus 16,571 - 91,586 39,309 - 80,321 

 Other benefits 3,385 - 128,591 2,788  - 121,224 

 Directors fee - 1,350 - - 2,250                     - 

 Total 46,008 1,350 948,780 68,876 2,250 854,496 

 Number of persons

      including those who

      worked part of the year 1 2 250 2 6 241

(Amounts in thousand)
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35. CASH GENERATED FROM OPERATIONS

 Profit before taxation 3,114,801 1,187,297

 Adjustments for non cash charges
      and other items:

 Provision for staff retirement and other
      service benefits 106,147 200,030 
 Depreciation - note 4.2 931,565 863,732 
 Amortization - note 5 12,570 14,464 
 Provision for doubtful debts - note 10.4 9,628 -   
 Impairment of property, plant and equipment - note 4.1 107,854 -   
 Provision for slow moving stores and spares - note 8.2 241,117 8,801 
 Reversal for Provision for slow moving stores and spares - note 8.2 (24,500) -   
 Provision / (reversal) of provision for net realizable value
      of stock-in-trade, net - note 9.3 425 (26,271)
 Income on bank deposits and short term investments - note 29 (49,186) (1,234)
 Unrealized foreign exchange  (gain) / loss on borrowings - (9,544)
 Amortization of prepaid financial charges - 45,507 
 Unrealized foreign exchange (gain) on imports
      and derivatives - (23,982)
 Finance costs - note 30 730,763 833,055 
 Profit on disposal of operating assets - note 29 (68,525) (20)
 Provision against GIDC 982,855 980,891 
 Working capital changes - note 35.1 (3,362,821) 289,335 
  2,732,693 4,362,061

Rupees
2017 2016

35.1 WORKING CAPITAL CHANGES

 

 (Increase) / Decrease in current assets

      Stores, spares and loose tools (273,623) (14,838)

      Stock-in-trade (657,319) (56,791)

      Trade debts (58,355) (19,544)

      Loans, advances, deposits, prepayments and

           other receivables - net (163,290) (40,924)

  (1,152,587) (132,097)

 (Decrease) / Increase in current liabilities

      Trade and other payables (2,210,234) 421,432 

  (3,362,821) 289,335

(Amounts in thousand)
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36. CASH AND CASH EQUIVALENTS

 Cash and bank balances - note 14 682,750 376,147 

 Short term investments - note 13 240,410 740,000 

 Running finance utilized under mark-up

      arrangements - note 19 - (29,638)

  923,160 1,086,509

Rupees
2017 2016

Rupees
2017 2016

37. FINANCIAL INSTRUMENTS BY CATEGORY

37.1 Financial assets as per balance sheet

 Held to maturity at amortized cost

 Short term investments - Term Deposits Receipts 240,410 740,000 

 Loans and receivables as amortized cost

 Long term loans 75,756 69,971 

 Trade debts - considered good 505,123 456,396 

 Loans, deposits and other receivables 154,019 60,866 

 Cash and bank balances 682,750 376,147 

  1,417,648 963,380 

37.2 Financial liabilities as per balance sheet

 Financial liabilities measured at

      amortized cost

 Long term borrowings 8,750,000 9,166,903 

 Short term borrowings - 414,638 

 Trade and other payables 3,399,915 6,381,472 

 Accrued interest / mark-up 135,087 11,096 

  12,285,002 15,974,109 

 Derivatives at fair value

 At fair value through profit or loss - 2,107 

  - 2,107

(Amounts in thousand)
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

38.1 Financial risk factors

 The Company s activities expose it to a variety of financial risks including market risk (currency risk, interest rate risk 
and price risk), credit risk and liquidity risk. The Company s risk management program focuses on the unpredictability 
of financial markets and seeks to minimize the potential adverse effects on the Company s financial performance. The 
Company uses derivative financial instruments to hedge certain risk factors, where it deems appropriate. Risk management 
is carried out by the Company s finance division under guidance of the Company s Board of Directors.

 a) Market risk

  i) Currency risk

   Currency risk represents the risk that the fair values or future cash flows of financial instruments will fluctuate 
because of changes in foreign currency rates. The Company is exposed to foreign exchange risk arising 
from currency exposures primarily with respect to US Dollar. The risk arises from outstanding payments for 
imports, recognized assets and liabilities in foreign currency and future commercial transactions. In the current 
economic environment, the Company is significantly exposed to currency risk because of the expected volatility 
in exchange rates. The Company, at its discretion, manages the currency risk through forward exchange 
contracts.

        
   At December 31, 2017, the financial assets and liabilities exposed to foreign exchange risk amount to Rs. 

147,514 (2016: Rs. 165,556) and Rs. 1,024,857 (2016: Rs. 5,169,209) respectively.

   At December 31, 2017, if the Pakistan Rupee had weakened / strengthened by 5% against the US Dollar with 
all other variables held constant, post-tax profit / loss for the year would have been lower / higher by Rs. 30,707 
(2016: Rs. 250,183), mainly as a result of foreign exchange losses / gains on translation of uncovered US 
Dollar-denominated liabilities. However, this change in profits or losses would be partially offset by a 
corresponding change in margins as bulk of revenues is linked with movements in exchange rates.

  ii) Interest rate risk
       
   Interest rate risk represents the risk that the fair value or future cash flows of financial instruments will fluctuate 

because of changes in market interest rates. The Company is exposed to interest rate risk arising from long 
and short term running finances utilized under mark-up arrangements. Borrowing at variable rates exposes 
the Company to cash flow interest rate risk, whereas, borrowing at fixed rate expose the Company to fair value 
interest rate risk.

(Amounts in thousand)
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   To manage its cash flow interest rate risk, the Company has the ability to enter into floating to fixed rate interest 
swaps on its floating rate borrowings. Under the interest rate swap agreements, the Company can agree with 
the banks to exchange, at half yearly intervals, the difference between contracted rates and the floating rate 
interest amounts calculated by reference to the agreed notional amounts.

   As at December 31, 2017, if interest rate on Company s unhedged borrowings had been 1% higher / lower with 
all other variables held constant, post tax profit for the year would have been lower /  higher by approximately 
Rs. 61,250 (2016: Rs. 91,519) mainly as a result of higher / lower interest exposure on variable rate borrowings.

  iii) Other price risk

   Price risk represents the risk that the fair vale of future cash flows of financial instruments will fluctuate because 
of changes in market prices (other than those arising from currency risk or interest rate risk), whether those 
changes are caused by factors specific to the individual financials instruments or its issuers or factors affecting 
all similar financial instruments traded in the market. The Company is not exposed to equity securities price risk 
as at December 31, 2017 as the Company has no investments in listed securities as at year end.

  b) Credit risk

   Credit risk represents the risk of financial loss being caused if counter parties fail to discharge their obligations. 
Credit risk arises from deposits with banks and financial institutions, trade debts, loans, deposits and other 
receivables. The maximum exposure to credit risk is equal to the carrying amount of financial assets.

   The Company is not materially exposed to credit risk as unsecured credit is provided to selected parties with no 
history of default. Moreover, major part of trade debts are secured by bank guarantees and letters of credit from 
customers. Further, credit risk on liquid funds is limited because the counter parties are banks with reasonably 
high credit ratings.

   
   The Company monitors the credit quality of its financial assets with reference to historical performance of such 

assets and available external credit ratings. The carrying values of financial assets which are neither past due 
nor impaired are as follows:

 Long term loans 75,756 51,268 

 Trade debts 505,123 456,396 

 Loans, deposits and other receivables 154,019 49,797 

 Short term investments 240,410 740,000 

 Bank balances 681,610 370,697 

  1,656,918 1,668,158

Rupees
2017 2016

(Amounts in thousand)
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 The credit quality of receivables can be assessed with reference to their historical performance with no defaults in recent 

history. As at December 31, 2017 the credit quality of the Company s liquid funds can be assessed with reference to 

external credit ratings of banks as follows: 

 Allied Bank Limited PACRA A1+ AA+ 

 Askari Bank Limited PACRA A1+ AA 

 Bank Alfalah Limited PACRA A1+ AA 

 Bank Alhabib Limited PACRA A1+ AA+ 

 Habib Bank Limited JCR-VIS A-1+ AAA

 Citibank N.A. Moody P-1 A1

 Deutsche Bank A.G Moody P2 Baa2 

 Faysal Bank Limited PACRA A1+ AA 

 Industrial and Commercial Bank of China Moody P-1 A1

 MCB Bank Limited PACRA A1+ AAA 

 Meezan Bank Limited JCR-VIS A-1+ AA

 National Bank of Pakistan JCR-VIS A-1+ AAA 

 Standard Chartered Bank (Pakistan) Limited PACRA A1+ AAA

 Summit Bank Limited JCR-VIS A-1 A-

 United Bank Limited JCR-VIS A-1+ AAA

 The Bank of Punjab PACRA A1+ AA

 JS Bank Limited PACRA A1+ AA-

 Bank Islami Pakistan PACRA A1 A+

 Soneri Bank Limited PACRA A1+ AA-

Bank Rating agency Rating

Short term Long term

(Amounts in thousand)
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 Financial liabilities

 Long term borrowings - 8,750,000 8,750,000 416,903 8,750,000 9,166,903 
 Derivative financial instruments - - - 2,107 - 2,107 
 Trade and other payables 3,399,915 - 3,399,915 6,318,424 - 6,318,424 
 Accrued interest / mark-up 135,087 - 135,087 11,096 - 11,096 
 Short term borrowings - - - 414,638 - 414,638 
   
  3,535,002 8,750,000 12,285,002 7,163,168 8,750,000 15,913,168

2017
Maturity
upto one

year

Maturity
after one

year
Total

Maturity
upto one

year

Maturity
after one

year
Total

2016

Rupees

39. CAPITAL RISK MANAGEMENT

 The objective of the Company when managing capital is to safeguard its ability to continue as a going concern and to 

provide expected returns to its shareholders by maintaining optimum capital structure to minimize the cost of capital. To 

maintain or adjust the capital structure, the Company may issue new equity, manage dividend payouts to its shareholders 

or sell assets to reduce debt.

 The Company manages capital by maintaining gearing ratio at certain levels. This ratio is calculated as long term 

borrowings, as disclosed in note 16, divided by total capital. Total capital is calculated as equity  as shown in the balance 

sheet plus long term borrowings.

 c) Liquidity risk            

            

  Liquidity risk represents the risk that the Company will encounter difficulties in meeting obligations associated 

with financial liabilities. The Company s liquidity management involves maintaining sufficient cash and marketable 

securities, the availability of funds through an adequate amount of credit facilities and through its ability to close out 

market positions. Due to the dynamic nature of the business, the Company aims at maintaining flexibility in funding by 

keeping committed credit lines available.

  The table below analyses how management monitors net liquidity based on details of the remaining contractual 

maturities of financial liabilities. The amounts disclosed in the table are the contractual undiscounted cash flows:

(Amounts in thousand)
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40. SEGMENT INFORMATION

40.1 Based on the internal management reporting structure, the Company is organized into three business segments based 

on the products produced and sold as follows:

 - Poly Vinyl Chloride (PVC) and allied chemicals: The segment is formed to manufacture and sell PVC and allied 

chemicals to various industrial customers including pipe manufacturers, shoe and packaging industry. The Company 

supplies the products throughout Pakistan mainly through dealers. Moreover, PVC is also exported to various countries 

mainly in Asia Region.

 - Caustic soda and allied chemicals: The segment is formed to manufacture and sell caustic soda and allied chemicals 

mostly to textile and soap industry.

 - Power supplies: The segment supplies surplus power generated from its power plants to Engro Fertilizers Limited.

  Management monitors the operating results of above mentioned segments separately for the purpose of making 

decisions about resources to be allocated and of assessing performance. Segment performance is evaluated based on 

profit / (loss) after tax for that segment, which in certain respects, as explained in table below, is measured differently 

from profit or loss in the consolidated financial statements. Items which are directly attributable to a particular segment 

have been allocated to the respective segment, while those which are not directly attributable have been allocated on 

the basis of revenue.

 The gearing ratio of the Company is as follows:

 Long term borrowings - note 16 8,750,000 8,750,000 
 Total equity 7,760,109 6,004,179 
 Total capital 16,510,109 14,754,179 

 Gearing ratio 0.530 0.593

Rupees
2017 2016

(Amounts in thousand)
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Poly Vinyl
Chloride (PVC)

and allied
chemicals

Caustic
soda and

allied
chemicals

Power
Supply

Total

20172017 2017 20172016 2016 2016 2016
Rupees

 Segment profit and loss

 Revenue 22,793,920 18,378,843 4,877,617 4,422,049 59,199 53,132 27,730,736 22,854,024 

 Less:

 Cost of sales (excluding

      depreciation) (17,872,921) (15,022,716) (2,828,377) (2,999,993) (33,999) (46,634) (20,735,297) (18,069,343)

 Distribution and marketing

      expenses (excluding depreciation) (977,397) (892,313) (337,775) (284,108) - - (1,315,172) (1,176,421)

 Allocated depreciation (796,581) (703,977) (132,314) (146,729) (4,358) (2,314) (933,253) (853,020)

 Administrative expenses (549,113) (487,762) (35,050) (31,134) - - (584,163) (518,896)

 Other operating expenses (281,775) (102,298) (82,691) (47,719) (1,147) (120) (365,613) (150,137)

 Other income 76,272 16,605 61,066 4,072 - - 137,338 20,677 

 Finance costs (807,836) (905,040) (10,430) (10,658) (1,509) (3,889) (819,775) (919,587)

 Profit before tax 1,584,569 281,342 1,512,046 905,780 18,186 175 3,114,801 1,187,297 

 Taxation  (601,988) (282,751) (453,614) (244,561) (6,183) (52) (1,061,785) (527,364)

 Profit for the year 982,581 (1,409) 1,058,432 661,219 12,003 123 2,053,016 659,933 

 Segment assets

      Total segment assets (note 40.3) 15,100,195 14,428,598 5,459,465 5,497,833 129,865 32,572 20,689,525 19,959,003 

      Unallocated assets (note 40.3)       3,674,801 4,461,758 

 Total assets       24,364,326 24,420,761 

40.3 Segment assets consist primarily of property, plant and equipment, stores and spares, stock in trade and trade debts. 

Unallocated assets include long term investment, long term loans and advances, loans, advances, prepayments and 

other receivables, taxes recoverable, and cash and bank balances.

40.2 The following table presents the profit or loss and total assets for the operating segments of the Company:

(Amounts in thousand)
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Holding Company
  - Engro Corporation Limited Mark-up on subordinated loan 284,937 301,483
    Reimbursement made 16,171 108,068 
    Reimbursement received 4,059 1,945 
    Purchase of services 87,259 2,450 
    Life insurance contribution 553 619 
    Medical insurance contribution 174 181 
    Sub-ordinated long term loan received - 850,000 
    Sub-ordinated short term loan received - 1,000,000 
    Sub-ordinated short term loan repaid - 1,600,000 
    Sub-ordinated Long term loan repaid 3,000,000 -  

Associated Company
  - Mitsubishi Corporation Purchase of goods 2,009,095 4,316,101 
    Sale of goods 251,955 91,262 

Related parties by virtue of
  common directorship
  - Engro Fertilizers Limited Sale of goods 18,850 13,569 
    Sale of utilities 99,033 65,282 
    Purchase of services 1,158 -   
    Use of operating assets 8,000 9 
    Reimbursement made 12,820 18,694 
    Reimbursement received - 8,825 

  - Engro Vopak Terminal Limited Purchase of services 1,139,282 1,027,914 
    Reimbursement made 2,408 -   
    Reimbursement received 1,911 355 

  - Engro Elengy Terminal Limited Reimbursement received - 126

  - Engro Foundation Reimbursement made - 12 

  - Engro PowerGen Qadirpur Limited Reimbursement received 3,428 4,338 
    Reimbursement made 6,006 8,306 

  - Engro Digital Limited Reimbursement received 88 -   

  - Engro Energy Limited Reimbursement received - 15,045 
    Sale of office 83,469 - 
 
  - Engro Thar Power Limited Reimbursement received - 94 

  - The Hub Power Company Limited Sales of goods 2,757 2,782

Nature of relationship Nature of transactions
Rupees

2017 2016

41. TRANSACTIONS WITH RELATED PARTIES

41.1 Transactions with related parties, other than those which have been disclosed elsewhere in these consolidated financial statements, 
are as follows:

(Amounts in thousand)
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  - Engro Foods Limited Sale of goods 6,300 26,536 
    Reimbursement received - 3,397 
    Reimbursement made 1,549 6,859 
    Use of operating assets - 165 

  - Sindh Engro Coal Mining Company Limited Reimbursement received - 705 
    Reimbursement made 2 -   

  - Shell Pakistan Limited Purchase of goods  - 5,875 

  - Lahore University of
       Management Sciences Purchase of services - 328 
 
  - Pakistan Institute of Corporate Governance Purchase of services 490 463 
    Annual subscription 200 -   

  - Pakistan Japan Business Forum Annual subscription - 100 

  - Overseas Investors Chamber Annual subscription 763 -   
       of Commerce & Industries

 Other related party    
  - Arabian Sea Country Club Purchase of services 134 191 

Directors Fee 1,350 2,250 
    Repayment of advance - 4,125 
 
Contribution to staff Managed and operated by the
       retirement benefits      Holding Company
    - Provident fund 60,194 45,304
    - Gratuity fund 44,956 37,791 
    - Pension fund 3,115 2,880 

Key management personnel Managerial remuneration 86,491 73,480 
    Retirement benefit funds 13,468 12,055 
    Bonus 66,517 21,557 
    Other benefits 18,720 17,167

41.2 The related party status of outstanding balances as at December 31, 2017 are disclosed in the respective notes.

Nature of relationship Nature of transactions
Rupees

2017 2016

(Amounts in thousand)
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42 Number of employees

 Number of permanent employees as at December 31, 2017 was 439 (2016: 421) and average number of employees 
during the year was 429 (2016: 418). 

43 Production capacity

 PVC 178 178 187 172 

 EDC 127 127 107 106 

 Caustic soda 106 106 105 103 

 VCM 204 204 180 174  

 Power 66 66 48 48

Actual
Production

RemarksDesigned
Annual Capacity

2017 20172016
Kilo tons

2016

Mega Watts

Production 
planned as per 
market demand

and in house
consumption 

needs

44. NON-ADJUSTING EVENT AFTER BALANCE SHEET DATE

 The Board of Directors in its meeting held on January 31, 2018 has proposed a nal cash dividend of Rs. 0.80 (2016: Rs. 
Nil) per share in addition to interim cash dividend already paid at Rs. 0.45 (2016: Rs. Nil) per share for the year ended 
December 31, 2017, for approval of the members at the Annual General Meeting to be held on March 29, 2018.

45. CORRESPONDING FIGURES

 Corresponding figures have been rearranged and reclassified for better presentation, wherever considered necessary, 
the effects of which are not material.

46. DATE OF AUTHORIZATION FOR ISSUE

 These consolidated financial statements were authorized for issue on January 31, 2018 by the Board of Directors of 
the Company.

(Amounts in thousand)

Imran Anwer
President & Chief Executive

Feroz Rizvi
Director

Muhammad Imran Khalil
Chief Financial Officer






























































































