




































































































































































Review Report to the Members on Statement of
Compliance with Best Practices of Code of
Corporate Governance

We have reviewed the Statement of Compliance with the best practices contained in the Code of Corporate Governance for the
year ended December 31, 2011 prepared by the Board of Directors of Lotte Pakistan PTA Limited to comply with the Listing
Regulation Mo. 35 of the Karachi Stock Exchange, Lahore Stock Exchange and the Islamabad Stock Exchange where the Company
is listed.

The responsibility for compliance with the Code of Corporate Governance is that of the Board of Directors of the Company. Our
respansibility is to review, to the extent where such compliance can be objectively verified, whether the Statement of Compliance
reflects the status of the Company's compliance with the provisions of the Code of Corporate Governance and report if it does
not. 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 financial statements we are required to obtain an understanding of the accounting and internal control
systems sufficient to plan the audit and develop an effective audit approach. We have not carried out any special review of the
internal control system to enable us to express an opinion as to whether the Board's statement on internal controls covers all
controls and the effectiveness of such internal controls.

Further, Sub-Regulation (xiii a) of the Listing Regulation Mo. 35 of the Karachi, Lahore and |slamabad Stock Exchanges require the
company to place before the board of directors for their consideration and approval related party transactions distinguishing
between transactions carried out on terms equivalent to those that prevall in arm's length transactions and transactions which
are not executed at arm's length price recording proper justification for using such alternate pricing mechanism. Further, all such
transactions are also required to be separately placed before the audit committee. We are only required and have ensured
compliance of requirement to the extent of approval of related party transactions by the board of directors and placement of such
transactions before 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 reflect the Company's compliance, in all material respects, with the best practices contained in the Code of Corporate
Governance as applicable to the Company for the year ended December 31, 2011.

T

AF. Ferguson & Co,,

Date: 9 February 2012 Chartered Accountants
Karachi Engagement Partner: Farrukh Rehman
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Statement of Compliance with the Code of

Corporate Governance
For the year ended 31 December 2011

This statement is being presented to comply with the Code of Corporate Governance contained in the Listing Regulations of the
stock exchanges 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 Code in the following manner:

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

2 The Directors have confirmed that none of them is serving as a director in more than ten listed companies, including this
Company.
3. The Directors have voluntarily declared that all the resident Directors of the Company are registered taxpayers and none

of them has defaulted in payment of any loan to banking company, a OFl or an NBFI. Mone of the Directors is a member of
any stock exchanges on which the Company's shares are listed.

4. The Board of Directors of the Company had adopted a Code of Conduct on 26 April 2011, which has been circulated among
the employees of the Company.

5. The Board has developed a vision / mission statement, overall corporate strategy and significant policies of the Company
at Its meeting held on 25 February 2003, A complete record of particulars of significant policies along with the dates on
which they were approved or amended has been maintained.

6. 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 Chief Executive, have been taken by the
Board.

7. All the meetings of the Board were presided over by the Chairman and the Board met at least once in 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 in time.

8. The Directors have been provided with copies of the Listing Regulations of the Stock Exchange, the Company's Memorandum
and Articles of Association and the Code of Corporate Governance and are well conversant with their duties and responsibilities.

9. Mo new appointments have been made during the year for Chief Financial Officer, Company Secretary and Head of Internal
Audit,

10.  The Directors’ report for the year ended 31 December 2011 has been prepared in compliance with the requirements of the
Code and fully describes the salient matters required to be disclosed,

11.  The financial statements of the Company were duly endorsed by the Chief Executive and the Chief Financial Officer, before
approval of the Board.

12.  The Directors, Chief Executive and executives do not hold any interest in the shares of the Company other than that disclosed
in the pattern of sharehelding.

13.  The Company has complied with all the corporate and financial reporting requirements of the Code.




Statement of Compliance with the Code of

Corporate Governance
For the year ended 31 December 2011

14.

15.

16.

17.

18.

1%

20,

The Board has formed an Audit Committee. It comprises three members, two of whom are non-executive Directors. The
chairman of the Committee is an Independent non-executive Director. The Board has also formed a Senior Remuneration
Committee comprising two executive and two nor-executive Directors.

The meetings of the Audit Committee were held at least once every quarter prior to approval of quarterly, half yearly and
full year results of the Company and as required by the Code. The terms of reference of the Committee have been formed
and advised to the Committee for compliance.

The Board has outsourced the internal audit function to Ernst & Young Ford Rhodes Sidat Hyder, Chartered Accountants,
who are considered suitably qualified and experienced for the purpose and are conversant with the policies and procedures
of the Company.

The statutory auditors of the Company have confirmed that they have been given a satisfactory rating under the quality
control review programme of the Institute of Chartered Accountants of Pakistan, 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 the code of ethics as adopted by the Institute
of Chartered Accountants of Pakistan.

The statutory auditors or the persons assoclated 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.

The related party transactions with details of pricing methods have been placed before the Audit Committee and approved
by the Board of Directors.

We caonfirm that all other material principles contained in the Code have been complied with,

;7}@? Qﬁ"? \‘TL‘**{ -

Soon Hyo Chung M Asif Saad
Chairman Chief Executive

Date: 26 January 2012
Karachi
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Auditors' Report to the Members

We have audited the annexed balance sheet of Lotte Pakistan PTA Limited as at 31 December 2011 and the related profit and loss
account, statement of comprehensive income, cash flow statement and statement of changes in equity 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 significant estimates made by management, as well as, evaluating the
overtall presentation of the above sald statements. We believe that our audit provides a reasonable basis for our opinion and, after
due verification, we report that:

(a) in our opinion, proper books of accounts have been kept by the company as required by the Companies Ordinance, 1984;
(b) inour opinion:

(N the balance sheet and profit and lass account together with the notes thereon have been drawn up in confarmity with
the Companies Ordinance, 1984, and are in agreement with the books of accounts and are further in accordance with
accounting policies consistently applied except for the change as stated in note 4 with which we concur;

(i} theexpenditure incurred during the year was for the purpose of the Company's business; and

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

(c) in our opinion and to the best of our information and according to the explanations given to us, the balance sheet, profit and
loss account, statement of comprehensive income, cash flow statement and statement of changes in equity together with the
notes forming part thereof conform with approved accounting standards as applicabile 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 31 December 2011 and of the profit, total comprehensive income, its cash flows and changes
in equity for the year then ended; and

(d) in our opinion, Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIIl of 1980), was deducted by the
Company and deposited in the Central Zakat Fund established under section 7 of that Ordinance.

hgr

AF. Fergquson & Co,,
Date: 9 February 2012 Chartered Accountants
Karachi Engagement Partner: Farrukh Rehman




Balance Sheet
As at 31 December 2011

Assets

MNon-current assets

Fixed assets

Long-term loans and advances
Long-term deposits and prepayments

Current assets

Stores and spares

Stock-in-trade

Trade debts

Loans and advances

Trade deposits and short-term prepayments
Interest accrued on bank deposits

Other receivables

Financial assets - investment

Tax refunds due from government - sales tax
Taxation - payments less provision

Cash and bank balances

Total assets

MNote

~ On

10
1
12

13
14
15

16

Amounts in Rs '000

(Re-stated) (Re-stated)
2011 2010 2009

9,852,587 8,754,209 9,201,314
46,937 38,660 34,497
100,212 70,148 62,586
9,999,736 8,863,017 9,298,397
694,745 404,231 400,715
4,669,004 2,655,203 1,273,922
3,143,244 2,937,816 1,800,772
40,603 32,196 26,233
159,398 60,846 49,150
12,831 43,861 27,876
209,420 67,007 139,216

% 364,644 3
288,872 321,796 387,939

177,264 — i
4,505,251 6,910,308 5,437,940
13,900,632 13,896,908 9,543,763
23,900,368 22,759,925 18,842,160
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Equity
Share capital and reserves

Share capital
Capital reserves
Accumulated losses

Liabilities

Non-current liabilities

Long-term loans

Liability against assets subject to finance lease
Deferred tax

Retirement benefit obligation

Current liabilities

Trade and other payables

Current maturity of long-term loans

Interest accrued / mark-up on loans

Shaort-term financing

Current portion of liability against assets
subject to finance lease

Taxation - provision less payments

Total liabilities
Contingencies and commitments

Total equity and liabilities

The annexed notes 1 to 45 form an integral part of these financial statements.

-~

Soon Hyo Chung
Chairman

MNote

17
18

19
20
21
22

23
19
24
25

20

26

bz leced

M Asif Saad
Chief Executive

Amounts in Rs '000

(Re-stated) (Re-stated)
2011 2010 2009

15,142,072 15,142,072 15,142,072
2,345 2,345 2,345
(2,061,717) (5482,144) (9,250,361)
13,082,700 0,662,273 5,894,056
- 3437,500 5,322 397
38,039 214445 351,796
1,142,646 1,376,480 1,513,285
20,787 14,749 9,999
1,201,472 5,043,174 7197477
7,479,634 7652365 4,975,045

1,801,150 - -
140,074 136,942 137175
195,338 146,577 119,293
- 118,594 519,114
9,616,196 8,054478 5,750,627
10,817,668 13,097,652 12,948,104
23,900,368 22,759,925 18,842,160

(o™

Ali Aamir

Chief Financial Officer
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Profit and Loss Account
For the year ended 31 December 2011

Revenue

Cost of sales

Gross profit

Distribution and selling expenses
Administrative expenses
Other operating expenses
Other operating income
Operating profit

Finance income

Finance costs

Profit before taxation
Taxation

Profit after taxation

Earnings per share - basic and diluted {in Rupees)

MNote

27

28

31

32

33

35

37

The annexed notes 1 to 45 form an integral part of these financial statements.

-

Soon Hyo Chung
Chairman

e\

M Asif Saad
Chief Executive

Amounts in Rs '000

{Re-stated)
2011 2010

57,577,198 42,401,588
(50,914,635) (35,371,568)
6,662,563 7,030,020
(197,208) (109983)
(330,463) (268,291)
(502,492) (605,923)
22,883 10,532
5,655,283 6,056,355
785,700 882 466
(222,437) (229,225)
6,208,546 6,709,596
(2,031,015} (2,184,275)

4177.,531 4,525321
276 299

Coat™_

Ali Aamir

Chief Financial Officer
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Statement of Comprehensive Income
For the year ended 31 December 2011

Amounts in Rs '000

(Re-stated)
2011 2010
Profit after taxation 4,177,531 4,525,321
Other comprehensive income = -
Total comprehensive income 4,177,531 4,525,321

The annexed notes 1 to 45 form an integral part of these financial statements.

/ﬁ? e e, A~

Soon Hyo Chung M Asif Saad Ali Aamir
Chairman Chief Executive Chief Financial Officer




Cash Flow Statement
For the year ended 31 December 2011

Note
Cash flows from operating activities

Cash generated from operations 36
Long-term loans and advances - net

Long-term depasits and prepayments - net

Finance costs paid

Payments to staff retirement benefit scheme - unfunded

Taxes paid

Infrastructure cess paid

Profit received from bank deposits

Met cash generated from operating activities
Cash flows from investing activities

Payments for capital expenditure
Disposal of / (invesment in) financial assets - net

Met cash used in investing activities
Cash flows from financing activities
Payments for liability against assets subject to finance lease

Repayment of long term loans
Dividend paid

Net cash used in financing activities
Net (decrease) / increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

The annexed notes 1 to 45 form an integral part of these financial statements.

: o Yhsasd

Soon Hyo Chung M Asif Saad
Chairman Chief Executive

Amounts in Rs '000

(Re-stated)
2011 2010
4,720,641 7,713,667
(8,277) {4,163)
(30,064) {7.562)
(146,080) (201,511)
(77) (70)
(2,560,707) (2,721,600)
(486,104) -

719,480 851,837
2,208,812 5,630,598
(2,418,033) (955,449
461,894 (350,000)
(1,956,139) (1,305 449)
(162,314) (122,658)
{1,740,500) (1,978 460)
(754,9186) {751,663)
{2,657,730) (2,852,781)
(2,405,057) 1,472,368
6,910,308 5437840
4,505,251 6,910,308

P

Ali Aamir

Chief Financial Officer
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Statement of Changes in Equity
For the year ended 31 December 2011

Amounts in Rs '000

Issued, Capital Accumulated Total
subscribed reserves loss equity
and paid-up
capital

Balance as at 1 January 2010-

as previously reported 15,142,072 2,345 (9,312,691) 5,831,726
Effect of retrospective application of change

in accournting policy referred in note - 4 62,330 62,330
Balance as at 1 January 2010 - as re-stated 15,142,072 2,345 (9,250,361) 5,894,056
Total comprehensive income for the

year ended 31 December 2010 - - 452532 452532
Final cash dividend for the year ended

31 December 2009 @ Rs 0.5 per share - = (757.,104) (757,104)
Balance as at 31 December 2010 15,142,072 2,345 (5,482,144) 9,662,273
Balance as at 1 January 2011 -

as previously reported 15,142,072 2,345 (5,542,027) 9,602,390
Effect of retrospective application of change

in accounting policy referred in note -4 2 2 59,883 59,883
Balance as at 1 January 2011 15,142,072 2,345 (5482,144) 9662273
Total comprehensive income for the

year ended 31 December 2011 - - 4177531 417753
Final cash dividend for the year ended

31 December 2010 @ Rs 0.5 per share - - (757,104} {757,104)
Balance as at 31 December 2011 15,142,072 2,345 (2,061,717) 13,082,700

The annexed notes 1 to 45 form an integral part of these financial statements.

: bzl hesd

Soon Hyo Chung M Asif Saad
Chairman Chief Executive

(o™

Ali Aamir
Chief Financial Officer
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Notes to and forming part of the Financial Statements
For the year ended 31 December 2011

1.

2.1

2.1.1

2.1.2

a)

i)

i)

i}

iv)

b)

STATUS AND NATURE OF BUSINESS

Lotte Pakistan PTA Limited ({"the Company"} is incorporated in Pakistan and is listed on Karachi, Lahore and Islamabad Stock
Exchanges, and is engaged in the manufacture and sale of Pure Terephthalic Acid (PTA). The Company's registered office
is situated at EZ/1/P-4, Eastern Industrial Zone, Port Qasim, Karachi.

The Company is a subsidiary of KP Chemical Corporation - Korea and its ultimate parent company is South Korean
conglomerate Lotte.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out below. These policies
have been consistently applied to all the years presented, except as stated in note 4.

Basis of preparation
Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as applicable in Pakistan,
Approved accounting standards comprise such Intemational Financial Reporting Standards (IFRS) issued by the International
Accounting Standards Board and Islamic Financial Accounting Standards (IFAS) issued by the Institute of Chartered
Accountants of Pakistan as are notified under the Companies Ordinance, 1984 and provisions of and directives issued under
the Companies Ordinance, 1984. In case requirements differ, the provisions of or directives issued under the Companies
Ordinance, 1984 (the Ordinance) have been followed.

Changes in accounting standards, interpretations and pronouncements

Standards, interpretations and amendments to published approved accounting standards that are effective and
relevant

[AS 1 (Amendment), 'Presentation of Financial Statements’, is effective for the accounting periods beginning on or after
1 January 2011.This amendment requires an entity to present an analysis of other comprehensive income for each component
of equity, either in the statement of changes in equity or in the notes to the financial statements. The new amendment may
extend the disclosures for any other comprehensive income in the Company's financial statements. However, it will have
no material impact on the Company's financial statements.

IAS 24 (Revised), ‘Related Party Disclosures', is effective for the accounting perieds beginning on or after 1 January 2011.
It amends the definition of a related party and modifies certain related party disclosure requirements for government
related entities. The revised standard is not expected to have a material impact on the Company’s financial statements.

IFRS 7 {(Amendment), ‘Financial Instruments: Disclosures', is effective for the accounting periods beginning on or after
1 January 2011. This amendment emphasises the interaction between quantitative and qualitative disclosures about the
nature and extent of risks associated with financial instruments. The new amendment is not expected to materially affect
the disclosures in the financial statements of the Company.

IFRIC 14 (Amendment), IAS 19 - The limit on a defined benefit asset, minimum funding requirements and their interaction,
is effective for the accounting periods beginning on or after 1 January 2011. It removes the unidentified consequences of
the existing standard that restricted the recognition of some voluntary prepayments for minimum funding contributions
as an asset. The new amendment is not expected to have a material impact on the Company's financial statements,

Standards, interpretations and amendments to published approved accounting standards that are effective but
not relevant

The other new standards, amendments and interpretations that are mandatory for accounting periods beginning on or
after 1 January 2011 are considered not to be relevant for the Company's financial statements and hence have not been
detailed here.
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c) Standards, interpretations and amendments to published approved accounting standards that are not yet effective
but relevant

i) 1AS 19 (Amendment) - 'Employee benefits’ is applicable for the periods beginning on or after 1 January 2013. It eliminates
the corridor approach and recognises all actuarial gains and losses in other comprehensive income as they occur, immediately
recognises all past service costs and replaces interest cost and expected return on plan assets with a net interest amount
that is calculated by applying the discount rate to the net defined benefit liability / asset.

i) 1AS 1 (Amendment), ‘Presentation of Financial Statements; is effective for the accounting periods beginning on or after
1 July 2012. It entails the requirement for entities to group items presented in other comprehensive income on the basis
of whether they are potentially reclassifiable to profit or loss subsequently (reclassification adjustments). The amendment
is however, not expected to have a material impact on the Company's financial statements.

2.2  Overall valuation policy
These financial statements have been prepared under the historical cost convention, as modified by the financial assets
and financial liabilities at fair value through profit and loss and except that certain exchange elements have been incorporated
in the cost of the relevant operating property, plant and equipment upto July 2004.

2.3 Fixed assets

2.3.1 Property, plant and equipment and depreciation
Operating property, plant and equipment are stated at cost less accumulated depreciation and impairment losses (if any). Cost
of certain items of operating property, plant and equipment comprises histarical cost, exchange differences referred to in note
2.2 and the cost of borrowings during the construction period in respect of loans taken for the PTA construction project.
Renewals and improvements are included in an asset's carrying amount or are recognised as a separate asset, as appropriate,
anly when It is probable that future economic benefits associated with the iterm will flow to the Company and the cost of the
item can be measured reliably. All other expenses are charged to income during the financial period in which they are incurred.
Depreciation charge Is based on the straight-line method whereby the cost of an asset is written off to profit and loss
account over its estimated useful life, from the date the asset is available for use. The cost of leasehold land is amortised

in equal installments over the lease period.

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items
{major components) of property, plant and equipment.

The residual value, depreciation method and the useful lives of each part of property, plant and equipment that is significant
in relation to the total cost of the asset are reviewed, and adjusted if appropriate, at each balance sheet date.

Gains and losses on disposal of assets are taken to the profit and loss account.
2.3.2 Intangible assets and amortisation
Intangible assets are stated at cost less accumulated amortisation and impairment. Major computer software licences are
capitalised on the basis of cost incurred to acquire and bring to use the specific software. These cost are amortised over
their estimated useful life of five years using the straight-line method. Full month's amartisation is charged in the month
of acquisition and no amartisation is charged in the month of disposal.
Costs associated with maintaining computer software programmes are recognised as an expense as and when incurred.
2.4  Stores and spares
Stores and spares are stated at the lower of welghted average cost and net realisable value,
2.5 Stock-in-trade
Stock-in-trade is valued at the lower of cost and net realisable value. Cost is determined principally using the weighted

average method, except for in transit which comprises invoice value and the direct charges in respect thereof. Manufactured
finished goods include prime cost and an appropriate portion of production overheads.
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Notes to and forming part of the Financial Statements
For the year ended 31 December 2011

2.6

2.7

2.8

2.9

2.9.1

2.9.2

2.10

211

Net realisable value signifies the estimated selling price in the ordinary course of business less costs necessarily to be
incurred to make the sale.

Trade debts and other receivables

Trade debts are recognised initially at original invoice amount and subsequently measured at amortised cost less provision
for impairment, if any.

Other receivables are stated at amortised cost less provision for impairment.
Financial assets - at fair value through profit and loss

These are initially measured at cost which is the fair value of the consideration given and subsequently measured at fair
value. Any gains and losses on derecognition of financial assets are taken to income.

Cash and cash equivalents

Cash and cash equivalents comprise cash in hand, short term fixed deposits having maturity upto three months and current
accounts held with commercial banks. Running finance and short term finance facilities availed by the Company, which
are payable on demand and form an integral part of the Company's cash management are included as part of cash and
cash equivalents for the purpose of statement of cash flows.

Impairment
Financial assets

A financial asset [s assessed at each reporting date to determine whether there is any objective evidence that it is impaired.
A financial asset is considered to be impalired if objective evidence indicates that one or more events have had a negative
effect on the estimated future cash flows of that asset.

The Company considers evidence of impalrment for receivables and other financial assets at specific asset levels. Losses
are recognised as an expense in the profit and loss account. When a subsequent event causes the amount of impairment
loss to decrease, this reduction is reversed through the profit and loss account.

Non-financial assets

The carrying amounts of non-financial assets other than inventories and deferred tax asset, are assessed at each reporting
date to ascertain whether there is any indication of impairment. If any such indication exists, then the asset’s recoverable
amount is estimated. An impairment loss is recognised as an expense in the profit and loss account for the amount by which
the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value
less cost to sell and value in use. Value in use is ascertained through discounting of the estimated future cash flows using
a discount rate that reflects current market assessment of the time value of money and the risk specific to the assets. For
the purpose of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable
cash flows [cash-generating units).

An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amount. An
impairment loss is reversed only to the extent that the asset's carrying amount does not exceed the carrying amount that
would have been determined, net of depreciation or amortisation, if no impairment loss had been recognised.

Trade and other payables

Trade and other payables, excluding provisions are carried at the fair value of the consideration to be paid for goods and
services.

Provisions
A provision is recognised when the Company has a legal or constructive obligation as a result of a past event, and it is

probable that an outflow of economic benefits will be required to settle the obligation and a reliable estimate of that can
be made.
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2.12 Offsetting

Monetary assets and liabilities are offset and the net amount is reported in the financial statements only when there is a
legally enforceable right to set-off the recognised amounts and the Company intends either to settle on a net basis, or to
realise the assets and to settle the liabilities simultaneously.

2.13 Lease payments

Payments made under operating leases / ljarah contracts are recoegnised in the profit and loss account on a straight-line
basis over the term of the lease. Lease incentives received are recognised as an integral part of the total lease expense, over
the term of the lease.

Minimum lease payments made under finance leases are apportioned between the finance expense and the reduction of
the outstanding liability. The finance expense Is allocated to each period during the lease term so as to produce a constant
periodic rate of interest on the remaining balance of the liability.

Contingent lease payments are accounted for by revising the minimum lease payments over the remaining term of the
lease when the lease adjustment is confirmed.

At the inception of an arrangement, the Company determines whether such an arrangement is or contains a lease. A specific
asset is the subject of a lease if fulfilment of the arrangement is dependent on the use of that specified asset. An arrangement
corveys the right to use the asset if the arrangement corveys to the Company the right to contral the use of the underlying asset.

At inception or upon reassessment of the arrangement, the Company separates payments and other consideration required
by such an arrangement into those for the lease and those for ather elements on the basis of their relative fair values. If the
Company concludes for a finance lease that it Is impracticable to separate the payments reliably, an asset and a liability are
recognised at an amount equal to the fair value of the underlying asset. Subsequently the liability is reduced as payments
are made and an imputed finance charge on the liability is recognised using the Company’s incremental borrowing rate.

2.14 Staff retirement benefits
2.14.1 Defined benefit plans

The Company operates an approved funded defined benefit gratuity scheme for all permanent employees. Minimum
qualifying period for entitlement to gratuity is five years continuous service with the Company.

The Company also has an approved funded defined benefit pension scheme for all management staff who joined the
Company before 1 May 2004.

The Company also has an unfunded medical scheme to provide post retirement medical benefits to members of its pension fund.

Contributions to all schemes are made periodically on the basis of recommendations of the actuary and in line with the
provisions of the Income Tax Ordinance, 2001. Actuarial valuations of these schemes are carried out at the end of every year.
The valuations use the "Projected Unit Credit” method. Actuarial gains and losses are amortised over the expected future
service of current members.

2.14.2 Defined contribution plans
The Company operates a provident fund scheme for all its permanent employees. Equal monthly contributions are made
to the fund, both by the Company and the employees at the rate of 10 percent of basic salary and cost of living allowance
wherever applicable.
The Company also operates a defined contribution superannuation fund for its management staff who Joined the Company
on orafter 1 May 2004 and for those who opted out of the defined benefit pension scheme. Contributions are made at the
rate of 10.6 percent of basic salary of the members of the fund.

2.15 Dividend

Dividend distribution to the Company's shareholders is recognised as a liability in the period in which the dividend is approved.
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2.16

Taxation

Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit and loss account,
except to the extent that it relates to items recognised directly in equity in which case it is recognised in equity.

2.16.1 Current

Provision for current taxation is based on taxable income at the rates enacted or substantively enacted at the balance sheet
date after taking into account available tax credits and rebates, if any.

2.16.2 Deferred

217

2.18

2.19

2.20

221

Deferred tax is recognised using the balance sheet method, providing for temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax
is not recognised on the initial recognition of assets or liabilities in a transaction that is not a business combination and
that affects neither accounting nor taxable profit at the time of the transaction. Deferred tax is measured at the tax rates
that are expected to be applied to the temporary differences when they reverse, based on the laws that have been enacted
of substantively enacted by the reporting date.

A deferred tax asset is recagnised to the extent that it is probable that future taxable profits will be available against which
temporary differences can be utilised. Deferred tax assets are reviewed at each reporting date and are reduced to the extent
that it Is no longer probable that the related tax benefit will be realised.

Foreign currency transactions

Transactions denominated in foreign currencies are translated to Pakistan Rupees at the exchange rate ruling at the date
of transaction,

Monetary assets and liabilities in forefgn currencies at balance sheet date are translated into Pakistan Rupees at exchange
rates ruling on that date.

In respect of foreign currency loans obtained for acquisition of operating property, plant and equipment, the exchange
differences on principal amount upto 4 July 2004 were included in the cost of relevant operating property, plant and
equipment. All exchange differences, effective 5 July 2004, are taken to the profit and loss account, due to amendmaents
in the Fourth Schedule to the Ordinance.

Revenue recognition

Revenue from the sale of goods is recognised on despatch of goods i.e. when the significant risks and rewards of ownership
are transferred to the customer,

Finance income and finance costs

Profit on funds invested is recognised as it accrues in the profit and loss account, using the effective interest method.
Finance costs comprise mark-up / interest expense on borrowings, unwinding of the discount on provisions and impairment
losses recognised on financial assets. Borrowing costs that are not directly attributable to the acquisition, construction or
production of a qualifying asset are recognised in profit and loss account using the effective interest method. Foreign
currency gains and losses are reported on the net basis.

Borrowings and their cost

Borrowings are recognised initially at fair value, net of transaction cost incurred. Borrowing costs are recognised as an expense
inthe period in which these are incurred except to the extent of borrowing costs that are directly attributable to the acquisition,
construction or production of a qualifying asset. Such borrowing costs, if any, are capitalised as part of the cost of that asset.
Earnings per share

The Company presents earnings per share (EPS) data for its ordinary shares. EPS is calculated by dividing the profit or loss

attributable to ordinary shareholders of the Company by the weighted average number of ordinary shares outstanding
during the period.
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2.22 Functional and presentation currency

These financial statements are presented in Pakistan Rupees which is the functional currency of the Company and figures
are rounded off to the nearest thousands of Rupees.

3. USE OF ESTIMATES AND JUDGEMENTS

Estimates and judgements 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.

3.1 Income taxes

In making the estimates for income taxes, the Company takes into account the current income tax law and decisions taken
by appellate authaorities on certain issues in the past. There may be various matters where the Company’s view differs with
the view taken by the income tax department at the assessment stage and where the Company considers that its view on
items of a material nature is in accordance with the law. The difference between the potential and actual tax charge, if any,
is disclosed as a contingent liability.

The deemed assessment order of the Company for the Tax Year 2003 was rectified by the tax department in 2008 without
any cause and basis, allowing tax losses brought forward relating to the pre de-merger period. This treatment was apparently
made as a consequence of the action undertaken to effect the amendment of assessment for the Tax Year 2003 in the case
of ICI Pakistan Limited. In that case the tax department had taken certain actions in the order, considered by the department
as "protective assessment’, on the matter of unabsorbed depreciation carried forward by ICI Pakistan Limited relating to
assets of the PTA business as of the date of de-merger. The Company's position under the tax law is that such depreciation
should be allowed to ICI Pakistan Limited and a writ petition was, therefore, filed jointly with ICl Pakistan Limited in the High
Court of Sindh challenging this rectification.

In 2008 while issuing the rectification order for the Tax Year 2003, the Taxation Officer had erroneously disallowed the loss
brought forward of Rs 2.6 billion for which a rectification application and corresponding appeal was filed with the Additional
Commissioner of Income Tax and CIT {Appeals) respectively. During the current year, the Commissioner (Appeals) disposed
off the Company's appeal via order no. 156 dated 14 March 2011 and allowed the said loss while maintaining certain
disallowances against which corresponding appeals were filed with the Appellate Tribunal Inland Revenue [ATIR]. In its
order passed on 14 September 2011, ATIR referred back the matter of disallowance of such loss against which rectification
appeal was filed on 13 October 2011.

3.2 Defined benefit plans

The Company has adopted certain actuarial assumptions as disclosed in note 22 to the financial statements for valuation
of present value of defined benefit obligations and fair value of plan assets, based on actuarial advice.

3.3 Price settlements and discounts

Determination of final PTA prices charged to customers is based on settlements in the international market. There is a time
lag between the provisional prices invoiced to customers and final settlement of PTA prices in the international market. Any
difference between the provisional and final prices received may affect the carrying value of the price settlement provision
at the reporting date. An estimate change of 1% in price settlernent and discount would result in the change of profit before
tax by Rs 2.86 million.

4. CHANGE IN ACCOUNTING POLICY

Previously, certain items of property, plant and equipment including leasehold land, buildings on leasehold land and owned
plant and machinery were stated at revalued amounts. Independent valuations were performed periodically, the carrying
amounts were reviewed against these valuations and adjustments were made where there were material changes. Revaluation
surpluses and deficits were recognised on balance sheet as surplus on revaluation of fixed assets, except where a deficit
on revaluation in any year was in excess of the surplus recognised in the profit and loss account upto the immediately
preceding accounting period, in which case the adjustment to the carrying values of the financial assets was limited to the
surplus recognised in the profit and loss account.
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With effect from 1 January 2011, the Company revised its accounting policy in respect of leasehold land, buildings on
leasehold land and owned plant and machinery to the cost model, under which these assets are now carried at cost less
accumulated depreciation and impairment allowance, if any. This change harmonizes the treatment of leasehold land,
buildings on leasehold land and owned plant and machinery with others assets of the Company and also aligns the
Company's accounting policy with that of the parent company. Moreover, the said practice is also followed in the industry,
thereby, enhancing the comparability of the Company's financial statements with that of its peers.The management believes
that the new policy provides reliable and more relevant information to the users of the financial statements.

This change in accounting policy has been accounted for retrospectively as referred under International Accounting
Standard - 8 'Accounting Policies, Changes in Accounting Estimates and Errors’, and the comparative financial statements
have been re-stated.

Effects of the retrospective application of change in accounting policy are as follows:

As at 31 December 2010 Az at 31 December 2009
As As Re-statement As As Re-statement
previously re-stated previously  re-stated
reported reported
Effect on balance sheet
Property, plant and equipment 8313,263 8177158 {136,105) 9,141,947 9,007,747 (134,200)
Surplus on revaluation of fixed assets (85,992) - 85,9492 (B5,992) - 45,992
Deferred tax lability (1.486476)  [1,376480) 109,996 1,623,823)  (1,513,285) 110,538
Accumulated lass (5,542,027)  (5482,144) 59,883 (9,312,691}  (9.250,3861) 62,330
Increase in equity 59,883 62,330
For the year ended 31 December 2010
As As Re-statement
previously  re-stated Increase /
Effect on profit and loss account reported (decrease)
Cost of goods sold / depreciation expense {35,369,663) (35371,568) 1,905
Taxation (2,183,733)  (2,184,275) 542
Decrease in profit after taxation 2447
Effect on earnings per share Amount in rupees
Eamnings per share - basic and diluted 299 299 -

There was no cash flow impact as a result of the retrospective application of change in accounting policy.

Had there been ne change in accounting policy, the carrying values as at 31 December 2011 waould have been as follows:

Property, plant and equipment 9,990,597
Surplus on revaluation of fixed assets {85,992)
Deferred tax liability (1252101}

Accumulated loss (2,119,154)
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Amounts in Rs '000

{Re-stated) (Re-stated)

2011 2010 2009
5. FIXED ASSETS
Property, plant and equipment
Operating assets - note 5.1 7,134,254 8177158 9,007,747
Capital work in progress - note 5.3 2,717,177 576,645 192,706
9,851,431 8,753,803 9,200,453
Intangible assets - note 5.5 1,156 406 861
9,852,587 8,754,209 9,201,314
5.1 Operating assets
The following s a statement of operating property, plant and equipment:
Leasehold Buildings on Plant and machinery Motor Furniture Total
land leasehold Owned Held under vehicles and
land finance lease equipment
Net carrying value basis
Year ended 31 December 2011
Opening net book value
{NEV) - 2 re-stated 55,452 20318 7,799,855 57,134 16,124 45,142 8,177,158
Additions (at cost) . 1.1 255,840 - 832 18776 276,549
Disposals (at NBV) - {608} {2353} - - {10) (2.971)
Depreciation charge (3,536} (176700 (1,248.201) (26,363) (5171) (15,535) (1,316482)
Closing net book value (NEV) 51,916 186,004 6,805,141 30,765 11,785 48,643 7,124,254
Gross carrying value basis
at31 December 2011
Cost 40,278 SB5,862 26,534,520 395,543 56,613 196,439 28,259,255
Accurmnulated depreciation {38,362) (598,147} {18471.265) (364,778} {44,828) (1477960 (19.665176)
Accumulated impainment losses - (201,711} (1,258114) - - - 1,459,825)
Met book value (NEV) 51,916 186,004 6,805,141 30,765 11,785 48,643 7,134,254
Met carrying value basis
Year ended 31 December 2010 - re-stated
Opening net book value
(NBV) - as previously reported 331.0m 504,641 8178647 83,504 7462 36,602 9,141,947
Effect of retrospective application of
change in accounting policy- note 4 (272,103} (284,582} 422485 - - ) {134, 200)
Opening net book value (MBV) - as restated 58,988 220,059 8,601,132 83,504 762 36,602 9,007 747
Additions (at cost) - 657 536,959 - 12,357 2,522 571,455
Disposals {at NBV) - - {8,511} - - {17} (9,528)
Depreciation charge - as previously reported {8,599} (52,950) {1,139,676) {26,370) (3,695} (12,142 (1,243,432
Effect of retrospective application of
change in accounting policy - note 4 5,063 35415 (42,383) - - . (1,905)
Depreciation charge - as restated {3,536} (17.535) (1,182,059 (26,370} (3,695) (12.742) {1,245,337)
Transfer (at NEV]} - . 553 - - {553} -
Adjustment of Invista license fee accrual - - (147,19 - - - (147,149
Closing ret book value (MBV) - as re-stated 55,452 20318 7,799,855 57,134 16,124 45412 8,177,158
Gross carrying value basis
at31 December 2010 - re-stated
Cost or revaluation as previously reported 425,942 1,604,955 23,713,591 385,543 86457 143,335 26408823
Effect of retrospective application of
change in accounting policy- note 4 (339,6649) (623,467} 2,573,152 - {10,675} [14,706) 1,584,645
Cost - as re-stated 90,278 986,493 26,286,743 395,543 55,782 178,629 27993468
Accumulated depreciation - as previously reported (107 4500 (1,157,607} 16,293, 838) (338,409 (50,333} (147,923) 18,095,560)
Effect of retrospective application of
change in accounting policy- note 4 72624 576,006 (934,936) . 10,675 14,706 (260.925)
Accumulated depreciation - as re-stated {34,826) (581,601}  (17.228.774) (338,409 {39,658) (133,217 (18356485)
Accumnulated impairment losses - as re-stated - (201,711} {1.258114) - - 3 {1,459,825)
Met book value (NBV) - as re-stated 55,452 20313 7,799,855 57,134 16,124 45412 BI77.158

Depreciation rate % per annum 2 5 5-667 7 25 10-33
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5.2  Asmentioned in note 4, the Company changed its accounting policy from revaluation model to cost model in respect of items
of property, plant and equipment. The change has been applied retrospectively in these financial statements and the comparative
financial statements have accordingly been restated. For retrospective application, re-workings were carried out based on the
records of earlier years to arrive at the net book values based on cost model. These re-workings highlighted that the aggregate
of the net book values of leashold land, buildings on leasehold land and plant and machinery as at 31 December 2010 was
Rs 1.69 billion higher as compared to that reported in the memaorandum disclosure given in the financial statements for the
year ended 31 December 2010.The re-worked amount has been recognised in these financial statements pursuant to the
above referred change in accounting policy and the memorandum disclosure is no longer applicable.

2011 2010
5.3  Capital work-in-progress
Civil works and buildings 3,927 1,159
Plant and machinery - note 5.3.1 2,625,644 214,079
Miscellaneous equipments 1,081 1473
Advances to suppliers 86,525 359,934
271777 576,645

5.3.1 This includes cost of plant and machinery acquired in relation to the co-generation power plant to be set-up in 2012,
amounting to Rs 2,545 million (2010: Rs 57.76 million).

5.4 Capital work-in-progress - movement

Opening balance 576,645 192,706
Capital expenditure 2,399,330 955449
Transferred to operating property, plant and equipment (258,798) (571,510)
Closing balance 2,717,177 576,645

5.5 Intangible assets

5.5.1 MNet carrying value basis

Opening net book value 406 861

Additions during the year 1,008 15
Amortisation charge (258) 470
Closing net book value 1,156 406

5.5.2 Gross carrying value basis

Cost 212,889 211,881
Accumulated amortisation (211,733 (211475)

Net book value 1,156 406
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5.6

6.1

6.2

6.3

Amounts in Rs '000

Following assets, having net book value exceeding Rs 50,000 were retired during the year.

2011
Description Cost Accumulated  Net book Sales Particulars of buyers / others
depreciation value proceeds

Buildings
Sub Station (Core Area)

Corroded Canopies 372 234 138 & Discarded / scrapped
Sulb Station (Mon - Core Area)

Corroded Canopies 1,358 888 470 - Discarded / scrapped
Plant and Machinery
First PTA Crystalliser

Bursting Discs 1,444 944 500 - Discarded / scrapped
First PTA Crystalliser

Bursting Discs

{Bd Holders of D1-1401) 1,151 753 398 - Discarded / scrapped
Fifth PTA Crystalliser

Bursting Discs

(Bd Holders of D1-1405) 439 287 152 - Discarded / scrapped
Distribution Transformer 4,825 3,521 1,304 - Discarded / scrapped

LONG-TERM LOANS AND ADVANCES-considered good

2011 2010
Motor House Others Total Total
car building
assistance

Due from executives - note 6.1 28,322 18,771 42 47,135 38311
Less: Receivable within one year - note 11 (5,603) (9.477) (39) (15119) (13,600)

22,719 9,294 3 32,016 24,711
Due from employees 14,742 4,177 992 19,911 18,389
Less: Receivable within one year - note 11 2,719) (1,824) (447) {4,990) (4,440)

12,023 2,353 545 14,921 13,949

34,742 11,647 548 46,937 38,660
Reconciliation of carrying amount of loans to executives

2011 2010
Key Executives Total Key Executives Total
management management
personnel personnel

Balance at 1 January 2011 36,300 38,311 3,832 27438 31,270
Disbursements - 31,259 31,259 = 23,686 23,686
Repayments (1,205) (21,230) (22,435) (1,821) (14.824) (16,645)
Balance at 31 December 806 46,329 47,135 2,011 36,300 38,311

Loans for purchase of motor cars and house building assistance are repayable between two to ten years. All the loans are
interest free and are secured, where applicable, against respective assets granted to the employees of the Company in
accordance with their terms of employment.

The maximum aggregate amount of loans and advances due from Executives at the end of any month during the year was
Rs 54.05 million (2010: Rs 57.59 million).
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7.1

8.1

10.

10.1

Amounts in Rs '000

2011 2010
LONG-TERM DEPOSITS AND PREPAYMENTS
Deposits - note 7.1 40,424 40,424
Prepayments 59,788 29,724
100,212 70,148

These include Rs 14.42 million (2010: Rs 14.42 million) paid to Pakistan Steel Mills Corporation for emergency back-up supply
of water and Rs 24.27 million (2010: Rs 24.27 million) paid to Karachi Electric Supply Corporation (KESC). The Company
receives mark-up at the rate of 5% on the deposit with KESC.

STORES AND SPARES
Stores 24,168 25,280
Spares 681,552 508442
705,720 533,722
Less: Provision for slow moving, obsolete,
and rejected items - note 8.1 {10,975) (39.491)
694,745 484,231
Provision for slow moving, obsclete and rejected items
Provision at 1 January 39,491 1,423
Charge for the year 9,552 38,068
49,043 39491
Write-offs (38,068) -
Provision at 31 December 10,975 39491
STOCK-IN-TRADE
Raw and packing materials [including in-transit
Rs 1.4 billion (2010: Rs 1.2 billion)] 3,334,047 2442186
Finished goods
- Manufactured goods 1,332,340 176,291
-Trading goods 2,617 36,726
1,334,957 213,07
4,669,004 2,655,203
TRADE DEBTS-secured
Considered good 3,143,244 2,937,816

All of the Company's trade debts are secured by letters of credit issued by various banks.
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Amounts in Rs '000

2011 2010
11. LOANS AND ADVANCES-considered good
Loans due from:
- Executives -note 6 15,119 13,600
- Employees - note 6 4,990 4,440
20,109 18,040
Advances to:
- Executives 3,128 2,755
- Employees 1,254 8838
- Contractors and suppliers 16,112 10,513
20,494 14,1586
40,603 32,196

11.1 The maximum aggregate amount of advances due from Executives at the end of any month during the year was Rs 5.27
million (2070: Rs 6.89 million).

12. TRADE DEPOSITS AND SHORT-TERM PREPAYMENTS

Depaosits 1,964 1,222
Margin on import letters of credit 3,937 11,279
Short-term prepayments 153,497 57,345

159,298 68,846

13. OTHER RECEIVABLES

RBebates receivable - note 13.1 180,834 25,105

Asset recognised in respect of staff
retirement benefit funds - note 22.1 13,795 24178
Insurance claims receivable 12,828 17477
Others 1,963 247
209,420 a7 007

13.1 This represents amounts receivable on account of price and exchange rate differentials in respect of paraxylene and acetic
acid settlements.

14. FINANCIAL ASSETS-INVESTMENT

Investment in units of money market fund
- at fair value through profit and loss - note 14.1 - 364,644

14.1 This represents investment in NAFA Government Security Liquid Fund (109,294,518 units) which was disposed off during
the year by the Company, realising a gain of Rs 97.25 million.

15. TAX REFUNDS DUE FROM GOVERNMENT-SALES TAX

Sales tax refundable 412,705 445,836
Provision for doubtful receivables {123,833) (124,040)

288,872 3IN796
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Amounts in Rs '000

20. LIABILITY AGAINST ASSETS SUBJECT TO FINANCE LEASE-plant and machinery

31 December 2011 31 December 2010
Discount  Minimum  Financial Principal Minimum Financial Principal
rate % lease charges for outstanding lease charges for outstanding

payments future payments future

periods periods
Mot later than one year 223,456 28,118 195,338 203,164 56,587 146,577

Later than one year and 18.9-20.3

not later than five years 38,921 882 38,039 240812 26,367 214 445

262,377 29,000 233,377 443,976 82,954 361,022

20.1 The Company executed a take or pay contract in 1996 for the supply of hydrogen and nitrogen gases recognised as finance
lease in terms of IFRIC - 4 "Determining Whether an Arrangement Contains a Lease” The liability is repayable by March 2013
in monthly installments,

{Re-stated) (Re-stated)

2011 2010 2009
21. DEFERRED TAX
Credit balance arising In respect of
property, plant and equipment 1,432,500 1,697 332 1,856,497
{Debit) balances arising in respect of:
- liability against assets subject to
finance lease (77,598) (120,039) (156,637)
- provisions for;
- sales tax refundable (41,174) (41,243) (41,243)
- staff retirement benefits (6,912) {4,904) (3,325)
- slow moving, obsolete and rejected items (3,649) {13,132) 473)
- unpaid liabilities (160,521) (141,534) (141,534}

1,142,646 1,376480 1,513,285
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2011 2010
16. CASH AND BANK BALANCES
Short-term fixed depaosits - note 16.1 4,291,194 6,882,500
With banks in current accounts 200,421 18,086
Cash in hand 13,626 9,722
4,505,251 6,910,308

16.1 During the year ended 31 December 2011, the profit rates on term deposits ranged from 9.5% to 13.30% (2010: 10% to
13.30%) per annum and had maturities of less than three months.

17. SHARE CAPITAL

17.1  Authorised capital 2,000,000,000 ordinary shares of Rs 10 each 20,000,000 20,000,000
17.2 504,735,636 ordinary shares of Rs 10 each fully paid-up issued

pursuant to the Scheme for consideration other than cash - note 17.3 5,047,356 5,047,358

1,009,471,572 ordinary shares of Rs 10 each fully paid-up in cash 10,094,716 10,094,716

15,142,072 15,142,072

17.3  With effect from 1 October 2000 the PTA Business of ICl Pakistan Limited was demerged under a Scheme of Arrangement
(Scheme), dated 12 December 2000, approved by the shareholders and sanctioned by the High Court of Sindh.

17.4 At 31 December 2011 and 2010, KP Chemical Corporation held 1,135,860,105 ordinary shares of Rs 10 each.
18. CAPITAL RESERVES
Capital reserves represent the amount received from various overseas companies of AkzoNobel Group (then group

Companies), for purchase of fixed assets. The remitting companies have no claim to their repayments.

19. LONG-TERM LOANS-unsecured

Lender Installments Interest Repayment 201 2010
payable rate period
Loan from parent company
KP Chemical Corporation USD 20 million full 1% p.a. 2012 1,801,150 3,437,500
(31 December 2010: USD 40 million) payment above &
on maturity months
LIBOR
Less: Payable within one year (1,801,150)
2 3437,500

The Company has prepaid USD 20 million (equivalent to Rs 1.7 billion) in June and Movember 2011.
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22,

22.1

22.1.2

22,13

22.1.5
22.1.6

22.1.7

RETIREMENT BENEFIT OBLIGATION

Staff retirement benefits

Mowvement in the liability for defined benefit obligations

Balarves as at 1 January

Benefits paid by the plan

Current service costs

Interest cost

Actuarial (gainst / losses recognised

Balance as at 31 December
Movement in plan assets

Falr value of plan assets at 1 January
Contributions paid inte the plan
Benefits pald by the plan

Expected retum onplan assets
Actuarial {losses) 7 gaing recognised

Falr value of plan assets at 31 December
Reconciliation

Falr value of plan assets at 31 December - note 22.1.2
Ligkbifiny for cefined benefit obligation at 31 December
- vl 22,11

Surplus | (defidt)

Urrecognised past sendoe cost
Urrecognised actuanal (gain) / loss

Recognised liabity] / asset
Expense recognised in profit and loss account

Current service costs

Interest on ebligation

Expected retum onplan assets

Past service cost

Actuarial igainst / losses recogrised during the perlod

Expense recognised inprofit and loss acoount

Actual return on plan assets
Recognised asset / (liability)

Recognised asset / flablity] at 1 January
Expense recognised inprofit and boss acoount- note 3314
Company confribations

Recognised asset / (iabdity] as a1 31 Cecember
Fund's investments

Government bonds
COrther bonds [TFCs)
Shares

Term deposts
Cash at k
Creditors

Testal as at 31 December
Actuarial assumptions

Discount rate at 31 December
Expected retum onplan assets
Future salary Ircr e es
Medical cost trend rate

Future pension inaeases

Amounts in Rs '000

2011 2010
Funded Unfunded Fursed Urifursded
Pension  Gratuity Total Medical PFension Gratulty Total Medical
38,746 108056 146202 25,110 26,730 84,595 111,326 20,329
(5,783) [4,950)  (10,733) 77} . [g24) 824) {70}
1,943 10,240 12,183 1,882 1,512 &,601 10,113 1,600
5,037 15,057 20,004 3,573 3,408 10,735 14,143 2,588
9,016 251 11,527 825 £,4596 4,848 11,444 663
48,359 130,914 179,273 31,313 38146 108056 145,202 25,110
32,519 07,154 120,673 - BT 81,307 109,724 -
4,200 4,140 2,340 - 5,458 5,458 70
{5,763) (4,950)  (10,733) - - [a24) {824) {70}
4,169 12,239 16,408 - 373 10,459 14,190 g
[234) 2,116 1,882 371 754 1125 -
34,871 110,699 145570 = 12519 97154 129,673
34,871 110,699 145570 - 12519 97,154 129,673
(48,359} (130,874) (179,273] (31,313}  (38146) (108056 (146203 (25110
(13.488) (20,215) (33,703]  (31,313) (5627  (10902) {18528} {25110
- - - 2,825 - - - 3,076
18,256 29,242 47,498 7,701 0,007 30,800 40,707 7,285
4,768 9,027 13,795 (20,787) 4,280 169,898 24178 {14748
1,943 10,240 12,183 1,882 1512 8,601 10,113 1,600
5,037 15,057 20,004 3,573 3,408 10,735 14,143 2,588
{4,189)  [12,230) ([16,408) - (3731) (104500 {14,190 %
- - - 251 E 2 2 5
801 1,952 2,854 409 47 1,693 2,040 g
3,712 15,011 18,723 6115 1,536 10,570 12,106 4,820
3,935 14,355 18,280 4102 11,393 15.495
4,280 19,898 24,178 {14,749) 5816 25,010 30,826 {9,900)
(3,712)  [15011) [18,723) (6,115) (1.538) (105700  {1%106) {4,820)
4,200 4,140 8,340 77 - 5,458 5,458 70
4,768 9,027 13,795 {20,787) 4,280 19,898 24078 {14749
20,803 59,5604 80,407 22759 55,220 77,079
3,001 5,050 9,050 3802 4,822 8,624
7,980 27,348 35,328 6370 16,945 23,315
- 16,661 16,661 - 15,002 15,007
2,097 1,037 4,034 183 5,165 5,348
2 B z [595) - {505
34,871 170,698 145570 32,519 97,154 129,673
13.00%  13.00% 13.00% 14.25% 14.25% 14.25%
13.00%  13.00% 14.25% 14.25%
10.75%  10.75% 12.07% 1207%
7.50% BE1%
7.50% 8815

The expected return on plan assets was determined by considering the expected returns available onthe assets underlying
the current investrent policy. Expected yields on fixed interest investments are based on gross redemption yields as at the

balance sheet date.

The Company's contribution to the pension and gratuity funds in 2012 is expected to amount to Rs 4 million.

The actuary conducts separate valuations for calculating contribution rates and the Com

ny contributes to the pension

and gratuity funds according to the actuary's advice. Expense of the defined benefit plan is calculated by the actuary.

Figures in this note are based on the latest actuarial valuation carried out as at 31 December 2011.
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22.2  Historical information 2011 2010 2009 2008 2007
Present value of the defined
benefit obligation as at 31 December 210,586 171,312 131655 100,212 126,854
Fair value of plan assets 145,570 129,673 109,724 83431 152,438
(Deficit) / surplus in the plan (65,016) {41,639) (21,931) (16,781) 25,584
Experience adjustments

Gain / (loss) on obligations
(as percentage of plan obligations) (6)% (7)% (9)% (19)% (10)%

Gain / (loss) on plan assets

(as percentage of plan assets) 1% 1% 17% (B4)% 8%

22.3 A sensitivity analysis was conducted to determine the impact of a 1% change in the medical cost trend, which was not
material.

22.4 The Company’s contributions towards the provident fund and defined contribution superannuation fund for the year ended
31 December 2011 amounted to Rs 16.76 million (2010: Rs 14.85 million) and Rs 16.59 million (2010 Rs 14.57 million).

2011 2010
23. TRADE AND OTHER PAYABLES

Trade creditors including bills payable 4,966,902 4,264,751
Accrued expenses 854,838 1,581,474
Advances from customers 103,422 £9,399
Unclaimed dividend 10,003 7815
Provision for infrastructure cess - note 23.1 1,048,914 1,207,226
Workers' profit participation fund - note 23.2 334,196 361,993
Workers' welfare fund 139,268 149,052
Others 22,091 10,655

7,479,634 7652365

23.1 The Company (along with a number of other parties) is challenging the levy of infrastructure cess on cost and freight value
of goods entering the province of Sindh. According to a decision of the High Count, levy of the fee / cess upta December
2006 was declared to be illegal while amounts charged after that date were decreed to be within the law. Appeals were
filed in the Supreme Court both by the companies and the Government of Sindh in respect of the aforesaid judgement of
the High Court. During the current yvear, the Supreme Court referred the case back to the High Court.

The High Court vide its order dated 2 June 2011 provided for an interim arrangement reached through a joint statement
filed with the Court by the counsels of the petitioners and respondent of the case, As per the order, bank guarantees /
securities furnished in respect of consignments cleared after 27 December 2006 would be encashed to the extent of 50%
and guarantees for the remaining balance would be kept till final disposal of the petitions. Consequently, bank guarantees
relating to the period upto 27 December 2006 have been cancelled and returned to the Company.

As per legal advice sought by the Company in respect of the aforementioned case, the High Court may uphold the validity
of the law against the Company upon its re-filing since the matter has been referred back to the High Court by the Supreme
Court, thereby making the Company liable to pay the levy for all consignments cleared till date. As a matter of abundant
caution, full amount of provision has been made in these financlal statements in this respect.
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23.2

25.

25.1

25.2

26,
26.1

26.2

Amounts in Rs '000

201 2010
Balance as at 1 January 1,207,226 938,370
Charge 327,792 268,856
Payment (486,104) -
Balance as at 31 December 1,048,914 1,207,226
Reconciliation of workers' profit participation fund
Balance as at 1 January 361,993 253450
Allocation for the year - note 31 334,196 361,993
Interest on funds utilised - note 34 3,132 9415
Amount paid to the fund (365,125) (262,865)
Balance as at 31 December 334,196 361,993
INTEREST ACCRUED /f MARK-UP ON LOANS
Long-term loans - note 24.1 140,074 136,942

This represents interest payable on loans from KP Chemical Corporation.

SHORT-TERM FINANCING

The facilities for running finance available from various banks as at 31 December 2011 amounted to Rs 1.43 billion (2010
Rs 1.23 billion). These facilities carry mark-up at rates ranging from 1 month KIBOR plus 1.50 percent per annum to 3 months
KIBOR plus 1.75 percent per annum and are secured by joint pari-passu hypothecation charge over all the present and
future stock and book debts of the Company.

Fareign currency import and export finance facilities available from a local bank as at 31 December 2011 amounted to
UsD 11.0 million (2010: USD 12.5 million). These facilities are available at interest rates to be negotiated at the time of
booking and are secured against trust receipts and / or joint pari-passu hypothecation charge over all the present and future
stock and book debts of Company. Total facility was unutilised as at 31 December 2011 and 2010,

CONTINGENCIES AND COMMITMENTS

Commitments in respect of capital expenditure as at 31 December 2011 amount to Rs 1.68 billion (2010: Rs 3.07 billion).

Commitments for rentals under operating lease agreements / ljarah contracts In respect of vehicles as at 31 December are
as follows:

2011 2010
Year
20Mm = 15,357
2012 18,443 13,382
2013 13,769 7,356
2014 10,214 2,046
2015 3,833

46,259 38,151




I, L O T TE PAKISTAN PTA LTD 82

Amounts in Rs '000

26.3 Commitments for rentals under operating lease agreements for certain supplies referred to in note 20.1, in respect of goods
and services as at 31 December are as follows:

2011 2010
Year
2011 & 1,165,019
2012 1,367,902 1,040,016
2013 47,267 7241
1,415,169 2212278

26.3.1 Commitments for rentals under operating lease agreements in respect of goods and services are stated at minimum lease
payments. Some of these are linked to consumer price index (CP1) of UK / Pakistan, priced In foreign currency and payable
in Pakistan Rupees, converted at exchange rates applicable on the date of payment.

26.4 1CI Pakistan Limited has issued a guarantee in respect of operational obligations of the Company amounting to Rs 2.1 billion
{2010:Rs 2.12 billion) against which the Company has Issued a counter guarantee to I1C| Pakistan Limited.

26.5 Outstanding guarantees and letters of credit issued on behalf of the Company as at 31 December 2011 were Rs 1.02 billion
(2010:Rs 1.26 billion) and Rs 2.33 billion (2010: Rs 543 hillion), respectively.

26.6 The Income Tax Appellate Tribunal (ITAT) vide order no ITA.No.111/KB/2006 dated 20 April 2006 had set aside the Taxation
Officer's assessment order for the assessment year 2002-2003 (income year ending 31 December 2001) whereby the assessing
officer had been directed to re-examine the issue of allocation of cost of goods sold to exports sales, strictly In accordance
with Bule 216 of the Income Tax Rules, 1982. The taxation officer vide order no. DC20 / 106 dated 29 June 2007 had used
volume basis to determine the allocation of cost of goods sold to export sales against which the Company had filed an
appeal. The Comissioner Inland Revenue (Appeals) vide order numbers 153 and 391 dated 31 January 2011 has set aside
the Taxation Officer’s order with instructions to strictly comply with the directions contained in the ITAT's order of
20 April 2006 in relation to the basis of allocation of cost of goods sold to export sales. Mo provision has been made in these
financial statements for the potential liability of Rs 203.01 million as the Company Is confident of a favourable cutcome
from the appeal process.

27. REVENUE

2011 2010
Manufactured Trading Total Manufactured Trading Total
goods goods goods goods
Local sales 52,321,142 232,005 52,553,147 41,825,338 176,752 42,002,090
Export sales 5,443,599 - 5,443,599 1,471,590 - 1,471,590

57,764,741 232,005 57,996,746 43,296,928 176,752 43473680

Less:
Sales tax and excise duty (52,254) (14,533) (66,787) - - -
Price settlements and discounts (352,761) - (352,761) (1,072,092 - (1,072,092

57,359,726 217,472 57,577,198 42,224,836 176,752 42401588

27.1 Three of the Company's customers contributed towards 66.8% (2010: 74.95%) of the revenue during the year amounting
to Rs 38.46 billion (2010: Rs 31.78 billion) and each customer individually exceeded 10% of the revenue.
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COST OF SALES

Raw and packing materials consumed:
Opening stock

Purchases - note 28.1

Closing stock

Salaries, wages and benefits - note 28.2
Stores and spares consumed

Lease rentals / [jarah arrangements
Insurance

Qil, gas and electricity

Travelling expenses

Depreciation and amortisation

Repairs and maintenance

Other expenses

Cost of goods manufactured
Opening stock of manufactured goods

Closing stock of manufactured goods

Trading goods

Opening stock
Purchases
Closing stock

Amounts in Rs '000

2011 2000

2,442,186 1,108,875
48,095,775 32,331,859
(2,334,047) (2442,188)
47,203,914 30,998,548
358,856 300,097
107,026 103,817
11,218 8,934

94,542 97,991
2,508,808 2,074,595
52,256 449332
1,316,740 1,245,807
199,054 361,337
45,645 39,373
51,898,059 35284431
176,291 132,644
52,074,350 35417,075
(1,332,340) (176,291)
50,742,010 35,240,784
36,726 32403
138,516 135107
(2,617) (36,726)
172,625 130,784
50,914,635 35,371,568

This includes Rs 1.04 billion (2010: Rs 1.01 billion) in relation to contracts for receipt and storage of paraxylene and acetic
acid and Rs 194.39 millon (2010: Rs 177.25 million) on account of supply of hydrogen and nitrogen gases recognised as

operating lease arrangements in terms of IFRIC 4.

Salaries, wages and benefits include Rs 2.73 million (2010: Rs 8.57 million) and Rs 22.27 million (2010: Rs 1935 million) in

respect of defined benefit and defined contribution plans respectively.

DISTRIBUTION AND SELLING EXPENSES

Outward freight and handling charges
Salaries and benefits - note 29.1

Lease rentals / ljarah arrangements
Repairs and maintenance

Travelling expenses

Postage and telephone

Advertising and sales promotion
Other expenses

134,985 54,700
39,660 33,218
2,133 2125
6,970 8,943
6,170 4,450
1,155 1,200
1,252 1,174
4,883 4173
197,208 109,983

Salaries and benefits include Rs 1.29 million (2010: Rs 580 thousand) and Rs 2.99 million (2010: Rs 2.51 million) in respect

of defined benefit plans and defined contribution plans respectively.
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30.

30.1

31.

311

31.2

31.2.1 The Chief Executive is a Director on the Board of this institution.

32.

ADMINISTRATIVE EXPENSES

Salaries and benefits - note 30.1
Legal, professional and consultancy charges
Lease rentals / ljarah arrangements
Travelling expenses

Repairs and maintenance

Expenses on information technology
Security expenses

Rent, rates and taxes

Publication and subscriptions
Postage and telephone

Printing and stationery

Other expenses

Amounts in Rs '000

2011 2010
154,781 135428
20,794 21,527
B,218 7,396
22,931 16,459
17,108 14,833
17,931 11,577
12,702 10,682
9,619 10,022
4,235 6,536
5973 4919
6,938 3,787
49,233 25125
330,463 268,29

Salaries and benefits include Rs 7.70 million (2010: Rs 3.74 million) and Rs 8.09 million (2010; Rs 7.56 million) in respect of

defined benefit plans and defined contribution plans respectively.

OTHER OPERATING EXPENSES

Auditors' remuneration - note 31.1

Donations - note 31.2

Loss on retirement of property, plant and equipment
Provision for obsolete stores and spares

Workers’ profit participation fund - note 23.2
Workers welfare fund

Auditors' remuneration

Audit fee

Interim reviews including certifications
Out of pocket expenses

Taxation

Donations include payments in respect of the following:

Community services
Goods procured from an associated company for flood relief

Pakistan Human Development Fund, Prime
Minister’s Secretariat, Block D, Level 2, Islamabad - Note 31.2.1

OTHER OPERATING INCOME

Scrap sales

Recoveries against provision made in prior
year for sales tax refundable

Others

5,000 4,336
11,561 35,509
2,915 8,528
9,552 38,068
334,196 361,993
139,268 156489
502,492 605,923
1,900 1,700
1,025 450
366 366
1,709 1,820
5,000 4,336
6,588 19447
9,826
2 538
21,126 5,968
207 -
1,550 4,564

22,883 10,532
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33.

35.

35.1

Amounts in Rs '000

2011 2010
FINANCE INCOME
Profit on bank deposits 688,450 867,822
Gain on the disposal of financial assets - investment 97,250 -
Increase in fair value of financial assets - investment - 14,644
785,700 Baz2466
FINANCE COST
Interest / mark-up on:
- Short-term financing g 35
-Workers' profit participation fund - note 23.2 3,132 9415
- Finance lease - note 34.1 81,449 102,654
- Long term loans from parent company 49,323 86,082
Discounting charges on trade debts 6,844 7,551
Exchange loss - net 66,303 9,087
Bank charges 25,386 14,401
232,437 229,225

This includes contingent rent of Rs 19.44 million (2010: Rs 21.07 million) recognised as an expense during the year which
is determined by the movement in UK Consumer Price Index.

TAXATION
Current - for the year 2,258,039 2,344,659
- for prior year 6,810 (23,579)
2,264,849 2,321,080
Deferred (233,834) (136,805)
2,031,015 2184275
Reconciliation of income tax expense for the year
Profit before taxation 6,208,546 6,709,596
Applicable tax rate 35% 35%
Tax calculated at the applicable tax rate 2,172,991 2,348,359
Tax effect of :
- Income chargeable to tax under FTR basis {129,115) (37,166)
- Tax credits (80,077) (107 ,603)
- Flood surcharge 93,437 7
- Prior year tax charge 6,810 (23,579)
- Gain in relation to money market fund (34,037) {5,125)
- Others 1,006 9,389

2,031,015 2,184,275
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36.

37.

CASH GENERATED FROM OPERATIONS
Profit before taxation

Adjustments for non cash charges and other items:
Depreciation and amaortisation
Loss on retirement of property, plant and equipment
Provision for staff retirement benefit scheme - unfunded
Finance costs
Unrealised exchange loss
Interest accrued on bank deposits
Provision for infrastructure cess
Gain on the disposal of financial assets - investment
Increase in fair value of financial assets - investment

Effect on cashflows due to working capital changes
{Increase) / decrease in current assets

Stores and spares

Stock-in-trade

Trade debts

Loans and advances

Deposits and short-term prepayments
Other receivables and tax refunds

{Decrease) / increase in trade and other payables

Cash generated from operations

EARNINGS PER SHARE - basic and diluted

Profit for the year after tax

Welghted average ordinary shares in issue during the year

Earnings per share

There is no dilutive effect on the basic earnings per share of the Company.

Amounts in Rs '000

2011 2010

6,208,546 6,709,596

1,316,740 1,245,807
2,915 9,528
6,115 4,820

166,134 220,138
121,897 87,294
(688,450) (867,822)
327,792 268856
(97.250]) E
= (14,644)
1,155,893 953,977
7,364,439 7,663,573
(200,514) (83,516)

(2,013,801) (1,381,281)
(205,428) (1,137,044)

(8,407) 15,963)
(89,552) (20,696}
(109,489) 138,352

(2,627,191) (2,500,148)

(16,607) 2,550,242

4,720,641 7,713,667
4,177,531 4525321
Number of shares

1,514,207,208 1,514,207,208

Rupees
2.76 2.99
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38.

Amounts in Rs '000

REMUNERATION OF DIRECTORS AND EXECUTIVES

The aggregate amounts charged in the financial statements for remuneration, including all benefits, to the Chief Executive,
Directors and Executives of the Company were as follows:

Chief Executive Directors Executives

2011 2010 2011 2010 2011 2010
Fee - = 60 98 - =
Managetial remuneration 12,709 11,006 11,892 8686 160,659 135486
Retirement benefits 5,059 1,672 - - 45,460 39,043
Group insurance 47 43 15 13 1121 &M
RBent and house maintenance 627 &07 3,139 3,315 48,810 44,251
Utilities - - - 188 10,754 9,313
Medical expenses 45 118 59 60 9,666 7911

18,487 13,446 15,165 12,360 276,470 237,705

Mumber of persons 1 1 4 4 121 114

In addition to this, an amount of Rs 84.36 million (2010: Rs 56.26 million) on account of variable pay has been recognised
in the financial statements. This amount is payable in 2012 after verification of target achievements.

Out of variable pay recognised for 2010, following payments were made:

Paid in 2011 Paid in 2010

relating to relating to
2010 2009 and

2008
Chief Executive 6,879 12,032
Executives 59,936 78482
Other employees 7,609 5716
74,424 96,230

The Chief Executive and certain Executives are provided with free use of Company maintained cars in accordance with their
entitlements.
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39.

41.

411

Amounts in Rs '000
TRANSACTIONS WITH RELATED PARTIES
The related parties comprise parent company, related group companies, directors of the Company, companies where

directors also hold directorships, key management personnel and staff retirement funds. Details of transactions with related
parties, other than those which have been specifically disclosed elsewhere in these financial statements are as follows:

2011 2010
Relationship Nature of transaction
Parent company Repayment of loan 1,740,500 1,978,460
Payment of interast on loan 46,191 86,082
Associates Purchase of goods - 161
Purchase of services - 507
Key management
personnel Salaries and other short term benefits 86,631 71,108
Post employment benefit 11,479 7322
Others Payment to staff retirement benefit funds 52,105 41,891

During the year, a post-merger integration or PMI exercise was conducted by KP Chemical Corporation through an associated
company Lotte Economic Research Institute, The fee approved by the Board in respect of this arrangement is US5100,000
plus out of pocket expenses.

Status of related party payables and receivables has been disclosed in relevant notes,

CAPACITY AND PRODUCTION - in metric tonnes

Annual name plate capacity 506,750 506,750

Production 501,368 483433

FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

The Company's activities expose it to a variety of financial risks: credit risk, liquidity risk and market risk (including currency
interest rate and price risks). The Company's overall risk management policy focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on the Company's financial performance.

Risk management framework

The Board of Directors has overall responsibility for the establishment and over sight of the Company’'s risk management
framework. The executive management team is responsible for developing and monitoring the Company's risk management
policies. The team regularly meets and any changes and compliance issues are reported to the Board of Directors through
the audit committee,

Risk management systems are reviewed regularly by the executive management team to reflect changes in market conditions
and the Company’s activities. The Company, through its training and management standards and procedures, aims to
develop a disciplined and constructive control environment in which all employees understand their roles and obligations.

The audit committee oversees compliance by management with the Company's risk management policies and procedures,
and reviews the adequacy of the risk management framework in relation to the risks faced by the Company.
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1.2

Amounts in Rs '000

Financial assets and liabilities by category and their respective maturities

Interest bearing MNon-interest bearing Total
Maturity Maturity Total Maturity Maturity Total
up to one after one up to one after one
year year year year
Finandal assets
Loans and receivables
Lowns and advances - - - 40,603 46,937 87,540 87,540
Dreposits . 24372 4172 5501 16,152 12053 46,325
Trade detts - - . 3,143,244 - 3,143,244 3,743,244
Iriterest sconued on bark deposits . . - 12,831 - 12,831 12,831
Other receivables - - - 200420 - 200420 209,420
Cash and bark balances 4,291,194 4,201,194 214,057 - 214,057 4,505,251
31 December 2011 4,291,194 24,272 4,315,466 3,626,056 63,089 3,680,145 8,004,611
31 December 2010 6,882,500 24,372 6,906,772 3485833 54,812 3,540,645 10447417
Finandal liabilities
At amortised cost
Trade and other payables - - - TATE 634 - TATE 634 TA479,634
Current maturity of lkong-term loans 1,801,150 - 1,801,150 - - - 1.801,150
Finarce lease liabilities 195,338 38,039 33an - - - 233,377
Irterest Accrued  mark up on loan - - - 144,074 - 144,074 140,074
31 Decembeer 2011 1,906,488 38,039 2,034,527 T7.619,708 - 7619, 708 9,654,235
AT December 2000 283,519 3,651,945 3,535444 7652365 - 7652365 11,587,829
On balance sheet date gap
31 December 2011 2,294,706 (13,767} 2,280,939 (3,993,652) 63,089 (3,930,563} 1,649,624
31 December 2010 6,598,981 (3.627,673) 2971,308 (4,166,532) 54812 [4111,720) 11140413
OFF BALANCE SHEET ITEMS
Letter of credits / guarantees 4,476,848
Operating lease lability 1.461,428

31 December 2010 8,042,637
The carrying values of all financial assets and liabilities reflected in the financial staterments approximate their fair values.

Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument falls to meet
its contractual obligations and arises principally from the Company’s receivables from customers and deposits with banks.

Trade and other receivables

The Company's exposure to credit risk is influenced mainly by the individual characteristics of each customer. To reduce
exposure to credit risk, substantially all the sales are made against letters of credit. Approximately 29 percent (2010: 27
percent) of the Company’s revenue is attributable to sales transactions with a single customer. However, geographically
there is no concentration of credit risk.

The Board has established a credit policy under which each new customer is analysed individually for credit worthiness
before the Company’s standard payment and delivery terms and conditions are offered. The Company's review includes
external ratings, when available. More than 85 percent of the Company’s customers have been transacting with the Company
for aver four years, and losses have occurred infrequently.
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201 2010
The maximum exposure to credit risk as at 31 December was:
Financial assets
Investments - 364 644
Loans and advances 112,391 95,418
Depaosits 46,325 52,925
Trade debts 3,143,244 2,937 816
Interest accrued on bank deposits 12,831 43,861
Other receivables 209,420 67,007
Bank balances 4,491,625 6,900,586
8,015,836 10,462,257
Secured 3,143,244 2937 816
Unsecured 4,872,592 7.52444
8,015,836 10,462,257
Mot past due 8,015,836 10,462,257
The maximum exposure to credit risk for trade debts as at 31 December by geographic region was:
Domestic 2,153,981 2,830,208
Other regions 989,263 107 608
3,143,244 2937816

The Company has placed its funds with banks which are rated AA or above by PACRAS JCRVIS.

41.3 Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated with its financial
liabilities that are settled by delivering cash or another financial assets. The Company's approach to managing liquidity is
to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal
and stressed conditions, without incurring unacceptable losses or risking damage to the Company's reputation.

The table below analyses the Company’s financial liabilities into relevant maturity groupings based on the remaining period

at the balance sheet to the maturity date.

31 December 2011

Carrying Contractual Lessthan 1-2years 2-3years 3-5years
amount cash flows  one year
Financial Liabilities

Current maturity of long term loan 1,801,150 1,801,150 1,801,150

Finance lease liabilities 233377 262377 223456 38921
Trade and other payables 7479634 7A79634 7479634 3 2 #
Interest accrued / mark-up on loan 140,074 140,074 140,074 2 = 5

Off balance sheet
Operating lease liabilities - 1461428 - 1,386,345 61,036 14,047
9,654,235 11,144,663 9,644,314 1,425,266 61,036 14,047

It Is not expected that the cash flows included in the maturity analysis could occur significantly earlier, or at significantly
different amounts.
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The Company manages liquidity risk by maintaining sufficient cash In bank accounts. At 31 December 2011, the Company
had financial assets of Rs 8.0 billion (2010: Rs 1045 billion), which include Rs 4.5 billion (2010: Rs 6.9 billion) of cash placed

in bank accounts.

41.4 Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
the market price. Market risk comprises of three types of risks: currency risk, interest rate risk and other price risk.

41.4.1 Currency risk

Currency risk arises mainly where receivables and payables exist due to transactions based on currencies other than Pakistan
Rupees. The Company Is exposed to currency sk on recelvables, payables and borrowings that are in a currency other than

Pakistan Rupees.

The currency exposure in Pakistan Rupees at the year end was as follows:

2011 2010
GBP Euro uss GEP Euro Uss
Equivalent Rupees '000

Financial asset
Trade receivables - - 089,263 107 508
Financial liabilities
Loan from parent company - - (1,801,150) ° = (3,437,500)
Trade payables (2,061) (1,030,641) (3,497,350) (2,478) (11,100) (4,133,832)
Liability against assets

subject to finance lease (233,377) - - (361,022 3 -

(235,438) (1,020,641) (5,298,500) (363,500) {11,100) (7.571,332)

Operating lease liability

(off balance sheet) (276,637) - (775,057) (393 .495) (1.492,656)
Significant exchange rates applied during the year were as follows:

Average rate Spotrate as at
for the year 31 December
201 2010 2011 2010
Rupees Rupees

Us Dollar B86.5 853 90.1 86.0
Great Britain Pound Sterling 139.5 1324 138.8 134.2

Sensitivity analysis

Every 1% increase or decrease in exchange rate, with all other variables held constant, will decrease or increase profit after

tax for the year by Rs 40.83 million (2010: Rs 54.58 million).
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41.4.2 Interest rate risk

Interest rate risk represents the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in market interest rates.

The Company has long term interest bearing loans from an assoclated company whose fair value or future cash flows will
fluctuate because of changes in LIBOR rates.

At the reporting date the interest rate profile of the Company's interest-bearing financial instruments was:

Carrying amount
2011 2010

Fixed rate instruments
Financial assets 4,316,045 6,906,772
Financial liabilities - -

4,316,045 6,906,772
Variable rate instruments
Financial assets - -
Financial liabilities 2,034,527 3,798,522
2,034,527 3,798,522

Sensitivity analysis for fixed rate instruments

The Company does not account for any fixed rate financial assets and liakilities at fair value through the profit and loss
account. Therefore a change In Interest rates at the reporting date would not affect materially profit or loss for the year.

Sensitivity analysis for variable rate instruments

If LIBOR had been 10% higher / lower with all other variables held constant, the impact on the profit after tax for the year
would not have been material.

41.4.3 Price Risk

42,

Price risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market prices, whether
those changes are caused by factors specific to the fund issuing that financial instruments, or its management company.

The Company does not believe it is materially exposed to price risk as during the year its investment was in a short-term
Government Securities Liquid Fund which stands divested as at the year ended 31 December 2011.
CAPITAL RISK MANAGEMENT

The Company's objective when managing capital is to safeguard its ability to continue as a going concemn in order to provide
returns for shareholders and benefit for other stakeholders and to maintain an optimal structure to reduce the cost of capital.

The gearing ratio as at 31 December 2011 and 2010 are as follows:

(Re-stated)
201 2010
Debt 1,839,189 3,651,945
uit 13,082,700 9,662,273
Equity
Total equity and debt 14,921,889 13,314,218

Gearing ratio 12% 27%
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Notes to and forming part of the Financial Statements
For the year ended 31 December 2011

43. GENERAL

Figures have been rounded-off to the nearest thousand rupees except as stated otherwise.

44. DIVIDEND

The Board of Directors in its meeting held on 26 January 2012 proposed a final cash dividend of Rs 0.5 per share (2010:
Rs 0.5 per share) in respect of year ended 31 December 2011, The financial statements for the year ended 31 December
2011 do not include the effect of the proposed dividend amounting to Rs 757.104 million which will be accounted for in
the financial statements for the year ending 31 December 2012, after approval by the members in the Annual General
Meeting.

45. DATE OF AUTHORISATION

These financial statements were authorised for issue in the Board of Directors meeting held on 26 January 2012,

e d i

Soon Hyo Chung M Asif Saad Ali Aamir
Chairman Chief Executive Chief Financial Officer
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Pattern of Shareholding
As at 31 December 2011

Size of Holding No. of No. of

From To Shareholders Shares Held
1 100 3,031 111,716
101 500 4,885 1,421,347
501 1,000 2,969 2.481,067
1,001 5,000 5218 14,248,521
5,001 10,000 1,599 13,002,538
10,001 15,000 604 7,840,623
15,001 20,000 416 7,809,832
20,001 25,000 262 6,168,969
25,001 30,000 218 6,241,737
30,00 35,000 114 3,788,327
35,001 40,000 116 4,477,376
40,001 45,000 64 2,779,788
45,001 50,000 153 7,549,681
50,001 55,000 50 2,651,086
55,001 60,000 45 2,657,257
60,001 65,000 28 1,759,622
65,001 70,000 33 2,275193
70,001 75,000 37 2,738,469
7500 80,000 28 2,208,556
80,001 85,000 16 1,329,454
85,001 90,000 16 1420470
90,001 95,000 17 1,577,254
95,001 100,000 86 8,584,049
100,001 105,000 18 1,853,027
105,001 110,000 14 1,520,480
110,001 115,000 14 1,600,186
115,001 120,000 11 1,301,512
120,001 125,000 13 1,610,322
125,001 130,000 10 1,287,071
130,001 135,000 10 1,344,475
135,001 140,000 10 1,386,926
140,001 145,000 6 856,692
145,001 150,000 20 2,992,900
150,001 155,000 7 1,076,556
155,001 160,000 1 160,000
160,001 165,000 5 820,071
165,001 170,000 2 340,000
170,001 175,000 8 1,394,418
175,001 180,000 1 178,700
180,001 185,000 5 917,379
185,001 180,000 4 760,000
190,001 195,000 2 390,000
195,001 200,000 33 6,599,500
200,001 205,000 4 812,752
205,001 210,000 & 1,251,513
210,001 215,000 10 2,131,410
21500 220,000 1 215,500
220,001 225,000 [+ 1,341,537
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Pattern of Shareholding
As at 31 December 2011

Size of Holding No. of No. of
From To Shareholders Shares Held
225,001 230,000 5 1,142,319
230,001 235,000 2 465,010
235,001 240,000 2 478,500
240,001 245,000 3 727,000
245,001 250,000 7 1,749,500
250,001 255,000 4 1,009,806
255,001 260,000 1 260,000
260,001 265,000 1 265,000
265,001 270,000 2 540,000
270,001 275,000 5 1,375,000
275,001 280,000 2 555,180
280,001 285,000 1 285,000
285,001 290,000 3 862,900
290,001 295,000 1 292,500
295,001 300,000 12 3,600,000
310,001 315,000 2 625,002
315,001 320,000 1 318,542
320,001 325,000 3 966,400
325,001 330,000 1 330,000
330,001 335,000 1 331,303
340,001 345,000 1 344176
345,001 350,000 4 1,392,348
350,001 355,000 1 355,000
355,001 360,000 1 357,447
360,001 365,000 2 726,000
365,001 370,000 3 1,106,400
370,001 375,000 2 750,000
375,001 380,000 1 375,850
380,001 385,000 1 381,200
385,001 390,000 1 386,959
390,001 395,000 1 384,250
395,001 400,000 7 2,800,000
400,001 405,000 1 404,000
405,001 410,000 1 408,570
410,001 415,000 1 412,000
415,001 420,000 1 420,000
420,001 425,000 4 1,697,106
425,001 430,000 2 855,500
430,001 435,000 1 435,000
445,001 450,000 3 1,347,800
465,001 470,000 1 465,949
470,001 475,000 1 473,674
475,001 480,000 1 475,100
480,001 485,000 2 965411
490,001 495,000 2 981,360
495,001 500,000 9 4,500,000
515,001 520,000 1 515,498
520,001 525,000 1 522,500
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Size of Holding No. of No. of
From To Shareholders Shares Held
535,001 540,000 1 540,000
540,001 545,000 1 541,000
555,001 560,000 2 1,120,000
580,001 585,000 1 581,400
595,001 600,000 2 1,200,000
615,001 620,000 1 617,000
620,001 625,000 2 1,250,000
645,001 650,000 1 650,000
650,001 655,000 2 1,305,189
660,001 665,000 1 664,156
680,001 685,000 2 1,365,625
695,001 J00,000 1 700,000
705,001 710,000 1 705,780
725,001 730,000 1 727,090
745,001 750,000 1 750,000
765,001 770,000 1 769,350
795,001 800,000 1 800,000
815,001 820,000 1 819,200
820,001 825,000 1 823,233
825,001 £30,000 1 830,000
835,001 840,000 1 840,000
845,001 850,000 1 850,000
855,001 860,000 1 856,891
860,001 865,000 1 862,890
975,001 980,000 1 978,000
990,001 995,000 1 994 800
945,001 1,000,000 4 3,999,116
1,005,001 1,010,000 1 1,008,000
1,055,001 1,060,000 1 1,058,203
1,070,001 1,075,000 1 1,075,000
1,095,001 1,100,000 1 1,100,000
1,120,001 1,125,000 1 1,120,500
1,180,001 1,185,000 1 1,185,000
1,205,001 1,210,000 1 1,206,602
1,220,001 1,225,000 1 1,223,014
1,280,001 1,285,000 1 1,282,200
1,335,001 1,340,000 1 1,338,768
1,445,001 1,450,000 1 1,450,000
1,495,001 1,500,000 2 3,000,000
1,510,001 1,515,000 1 1,514,893
1,525,001 1,530,000 1 1,528,000
1,565,001 1,570,000 1 1,568,729
1,695,001 1,700,000 1 1,700,000
1,745,001 1,750,000 1 1,750,000
1,750,001 1,755,000 1 1,754,211
1,760,001 1,765,000 1 1,765,000
1,795,001 1,800,000 1 1,800,000
1,800,001 1,805,000 1 1,803,529
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Pattern of Shareholding
As at 31 December 2011

Size of Holding No. of No. of
From To Shareholders Shares Held
1,850,001 1,855,000 1 1,853,190
1,895,001 1,900,000 1 1,899,925
1,985,001 2,000,000 1 1,997,651
2,225,001 2,230,000 1 2,230,000
2,295,001 2,300,000 1 2,300,000
2,395,001 2,400,000 1 2,400,000
2,470,001 2,475,000 1 2474,000
2,690,001 2,695,000 1 2,690,500
2,920,001 2,925,000 1 2,925,000
3,630,001 3,635,000 1 3,630,367
3,720,001 3,725,000 1 3,723,657
3,740,001 3,745,000 1 3,742,375
3,995,001 4,000,000 1 4,000,000
4,210,001 4,215,000 1 4,212,878
4,295,001 4,300,000 1 4,300,000
4,605,001 4,610,000 1 4,609,624
4,705,001 4,710,000 1 4,705,200
5,140,001 5,145,000 1 5,141,100
5,145,001 5,150,000 1 5,150,000
5415,001 5,420,000 1 5415979
5,680,001 5,685,000 1 5,684,901
6,300,001 6,305,000 1 6,301,000
6,880,001 6,885,000 1 6,880,978
7,065,001 7,070,000 1 7,069,499
7,720,001 7,725,000 1 7,721,500
7,770,001 7,775,000 1 7.770,526
14,795,001 14,800,000 1 14,799,893
15,650,001 15,655,000 1 15,651,072
1,135,860,001 1,135,865,000 1 1,135,860,105
TOTAL 20,428 1,514,207,208
Shareholders Category No. of No. of Percentage
Shareholders Shares Held
1 Associated Companies, Undertakings and
Related Parties 1 1,135,860,105 75.01
2 NITandICP 1 15,651,072 1.03
3 Directors, CEO and their spouses 8 100,403 0.01
4 Executives 2 40,006 0.00
5 Public Sector Companies and Corporations 5 2,271,329 0.15
6 Banks, Development Finance Institutions,
Mon-Banking Ie-ina nce Institutions 36 30,399,502 2.00
7 Insurance Companies 18 26,776,211 1.77
8 Modaraba and Mutual Funds 41 12,046,183 0.80
9 Others 250 72,311,352 478
10 Individuals 20,066 218,751,045 14.45
TOTAL 20,428 1,514,207,208 100.00
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Shareholders Category No. of No. of
Shareholders Shares held

Associated Companies, Undertakings and Related Parties:

KP Chemical Corporation 1 1,135,860,105
NIT and ICP (name wise detail)

NATIONAL BANK OF PAKISTAN, TRUSTEE DEPARTMENT NI{U)T FUND 1 15,651,072
Directors, CEO and their spouse and minor children (name wise detail)

Soon Hyo Chung 1 1
M Asif Saad 1 396
So0 Young Huh 1 1
Mohammad Qasim Khan 1 1
Aliya Yusuf 1 1
Istagbal Mehdi 1 100,001
Jung Neon Kim 1 1
Oh Hun Im 1 1
Executives 2 40,006
Public Sector Companies and Corporations 5 2,271,329
Banks, Development Finance Institutions,

Non-Banking Finance Institutions, Insurance Companies,

Modaraba and Mutual Funds a5 69,221,896
Others 250 72,311,352
Individuals 20,066 218,751,045
TOTAL 20428 1,514,207,208

Shareholders holding 10% or more voting interest
KP Chemical Corporation

1,135,860,105




Notice of Meeting

Motice is hereby given that the Fourteenth Annual General Meeting of Lotte Pakistan PTA Limited will be held on
Tuesday, 27 March 2012 at 11:00 a.m. at the Institute of Chartered Accountants of Pakistan (ICAP) auditorium, Chartered
Accountants Avenue, Clifton, Karachi to transact the following business:

ORDIMARY BUSINESS

1. Toreceive and consider the Balance Sheet and Profit & Loss Account together with the Directors' and Auditors'
Reports for the year ended 31 December 2011,

2. Todeclare in respect of the year ended 31 December 2011 a dividend as recommended by the Directors of the
Company of Rs 0.50 per ordinary share of Rs 10 each of the Company, that is, a dividend of 5% on the nominal
value of the shares of the Company, to be paid to those members whose names are entered in the Register of
Members as at 21 March 2012.

3. To appoint the Auditors of the Company and to fix their remuneration.

By Order of the Board
30 January 2012
Karachi
-
Adnan W Samdani
Company Secretary
Notes:
1. The Register of Members and the Share Transfer Books of the authenticate his / her identity by showing his / her original
Company will be closed from Wednesday, 21 March 2012 to Computerised National Identity Card (CNIC) or original passport
Tuesday, 27 March 2012 (both days inclusive) for the purpose of at the time of attending the Meeting.

the Annual General Meeting.
ii} Incase of corporate entity, the Board of Directors’ resolution /

2. Entitlernent to dividend and to attend the 14th Annual General power of attormey with signature of the nominee shall be
Meeting as a Member will be according to the Members Register produced (unless it has been provided earlier] at the time of the
asat 21 March 2012, Meeting.

3. Only those persons whose names appear in the Register of
Members of the Company as at 27 March 2012 are entitled to B. For Appointing Proxies:
attend and participate in and vote at the Annual General Meeting.
i} Incase of individuals, the account holder or sub-account holder

4. A member of the Company entitled to attend and vote may and / or the person whose securities are in group account and
appoint another member as his / her proxy to attend and vote their registration details are uploaded as per the Regulations,
instead of him / her. Proxies must be received at the Registered shall subrmit the proxy form as per the above requirement.
Office of the Company not less than 48 hours before the time of
the helding of the Meeting. i} The proxy form shall be witnessed by two persons whose names,

addresses and CNIC numbers shall be mentioned on the form,
5. Members are requested to notify immediately changes, if any, in
their registered address. iii} Attested copies of CNIC or the passport of the beneficial cwners
and the proxy shall be furnished with the proxy form.
6. CDC Account Holders will further have to follow the

undermentioned guidelines as laid down in Circular 1 dated 26 v} The proxy shall produce his / her original CNIC or original passport
January 2000 issued by the Securities and Exchange Commission at the time of the meeting.
of Pakistan,
vl Incase of corporate entity, the Board of Directors resolution /
A. For Attending the Meeting: power of attorney with specimen signature shall be submitted
{unless it has been provided earlier) along with proxy to the
i} In case of individuals, the account holder or sub-account holder Compary.

and / or the person whose securities are in group account and
their registration details are uploaded as per the Regulation, shall
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Admission Slip

The Fourteenth Annual General Meeting of Lotte Pakistan PTA Limited will be held on
Tuesday, 27 March 2012 at 11:00 a.m. at the Institute of Chartered Accountants of Pakistan
(ICAP) auditorium, Chartered Accountants Avenue, Clifton Karachi.

Kindly bring this slip duly signed by you for attending the Meeting.

Company Secretary

Name

Shareholder No. Signature

Note:

i} The signature of the shareholder must tally with the specimen signature on the Company’s record.

ii) Shareholders are requested to hand over duly completed admission slips at the counter before entering
the Meeting premises.

CDC Account Holders / Proxies / Corporate Entities:

a) The CDC Account Holder / Proxies shall authenticate his / her identity by showing his / her original
Computerised National Identity Card (CNIC) or original passport at the time of attending the Meeting.

b) Incase of corporate entity, the Board of Directors' resolution / power of attorney with specimen signature
of the nominee shall be produced at the time of the Meeting (unless it has been provided earlier).

This Admission Slip is Not Transferable




Form of Proxy
14th Annual General Meeting

I/ We

of

being member(s) of Lotte Pakistan PTA Ltd holding

ardinary shares hereby appoint
of or failing him / her
of whao s / are also member (s) of Lotte Pakistan PTA Limited as my / our

proxy in my / our absence to attend and vote for me / us and on my / our behalf at the Fourteenth Annual General
Meeting of the Company to be held on 27 March 2012 and at any adjournment thereof,

As witness my / our hand / seal this day of 2012

Sianed by the said

in the presence of 1.

2
Folio / COC Account Mo. Signature on
Revenue Stamp of
Appropriate Value

This signature should
agree with the
specimen registered
with the Company.

Important:

1. This Proxy Form, duly completed and signed, must be received at the Registered Office of the Company at EZ1/7-4, Eastern
Industrial Zone, Port Qasim, Karachi, not less than 48 hours before the time of holding the meeting.

2. Mo person shall act as proxy unbess he [ she himself /hersell ks a member of the Company, except that a corporation may appoint
a personwho is not a member,

3. If a member appoint more than one proxy and more than one instruments of proxy are deposited by a member with the
Company, all such instruments of proxy shall be rendered invalid.

For CDC Account Holders / Corporate Entities:

Inaddition to the above the following requirernents have to be met:

i} The proxy form shall be witnessed by two persons whose names, addresses and CNIC numbers shall be mentioned on the form,
il Attested copies of CNIC or the passport of the beneficial owners and the proxy shall be furnished with the prosxy form,

it} The proxy shall produce his / her ariginal CHIC or ariginal passport at the time of the Meeting.

) Inocase of corporate entity, the Board of Directors resolution / power of atterney with specimen signature shall be submitted
{unkess 1t has been provided eardier) alongwith proxy form to the Company.
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