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directors’ report



Directors’ Report for the nine months ended
September 30, 2025

Dear Shareholders,

Engro remains committed to its objective of being a responsible custodian of shareholder capital. The
Company continues to define success through its commitment to maximizing long-term shareholder
value, a principle that guides all capital allocation and investment decisions. Engro recognizes the
importance of transparency and accountability in communicating progress toward this objective, as the
confidence and trust of shareholders remain central to the Company's governance philosophy and
long-term strategic direction.

In Numbers

For the nine months ended September 30, 2025, the Company posted a consolidated profit after tax
(PAT) of PKR 86,152 million (of which PKR 42,017 million was attributable to Engro shareholders), with
an EPS of PKR 34.89 this year versus PKR 13.21 last year. Much of the increase arises from reversal of
previously recognized impairment during 2023 and 2024, linked to our thermal energy assets, which
were previously classified as “held for sale.” Excluding this one-off impact, consolidated PAT attributable
to shareholders stood at PKR 15,156 million, reflecting core earnings.

On a standalone basis, the Company posted a PAT of PKR 370 million compared with PKR 6,114 million
in the same period last year, translating into an EPS of PKR 0.31 versus PKR 12.70. As noted earlier, the
numbers do not reflect a decline in the underlying health of the business. The drop is primarily due to
the transfer of income-generating investments to DH Partners under the Scheme of Arrangement that
became effective on January 1, 2025, coupled with reduction in dividends from Engro Corp as it retains
its earnings to fund the Deodar transaction. .

Note on Major Accounting Impacts

As highlighted earlier, performance during this period was influenced by following three major factors.
For shareholders, it is important to note that movements in reported EPS and PAT largely stem from
structural changes and a one-time impairment reversal, rather than any shift in the underlying strength
of the businesses.

1. Creation of Engro Holdings: Effective January 1, 2025, Engro Corporation became a wholly
owned subsidiary of the Company. As a result, profit attributable to owners now reflects 100%
versus 39.97% last year. In addition, 723 million new shares were issued. This expanded base
impacts EPS comparisons.

2. Thermal Energy Assets: Engro Energy's divestment agreements of its thermal assets were
terminated, leading to their reclassification as continuing operations under IFRS 5. This resulted
in the reversal of previously recognized impairment and other related adjustments amounting
to PKR 54,174 million (Owners’ share: PKR 26,861 million).
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3. Consolidation of Deodar Towers: On June 3, 2025, the Group consolidated Deodar (~10,600
towers) following completion of the transaction with PMCL. The assets and liabilities were
recorded at provisional fair values of PKR 220,612 million and PKR 167,679 million respectively,
with Deodar’s results included in the financials from that date onwards.

Asset developments

Fertilizers

Our fertilizer business remains the cornerstone of Engro’s portfolio. During the period, industry off-
takes were impacted by weaker farmer economics and flood-related damage to cropped areas,
weighing on short-term demand. The business continues to navigate these challenges through agile
customer engagement, while management remains focused on operational discipline and efficiency to
ensure long-term strength and resilience.

Polymers

Our polymer business continues to operate in the most challenging environment across our portfolio.
It is contending with several headwinds simultaneously: historically low core delta, sharp increases in
gas prices, weaker market demand, and tariff rationalization. Our management teams remain focused
on improving cashflows, lowering breakeven cost per ton, and strengthening the balance sheet to
ensure the business remains resilient through the cycle. In parallel, securing a reliable and affordable
energy solution remains a strategic priority, as energy forms the foundation of long-term
competitiveness in this business.

Telecom Infrastructure (Towers)

Our decision to consolidate Deodar and scale into a 15,000-tower portfolio is one of the most important
capital allocations call we have made. Our immediate priorities are clear: integrate the business
effectively, invest in efficiency, provide better solutions to our customers that translate into higher
tenancy, and build new infrastructure profitably where networks need strengthening. This disciplined
approach will allow the business to compound value for years to come.

There are challenges as well. The recent increase in minimum taxes on the sector makes it harder to
invest, which in turn slows down the pace at which society can benefit from shared infrastructure. We
will continue to engage with stakeholders to address this, while maintaining focus on the fundamentals
we control.

Energy

Our energy businesses remain stable and resilient. EPTL dispatched a Net Electrical Output of 2,789
GWh during the period, versus 2,573 GWH in the same period last year, despite undergoing planned
maintenance, and remains one of the lowest-cost thermal baseload plants in the system, delivering
reliable operations and steady cash generation for the Group. While debt service obligations will
continue until 2029, the reduction in tariff after repayment will make Thar power an even cheaper source
of energy for the country.
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EPQL dispatched 570 GWH to the national grid, versus 649 GWH in the same period last year. The asset
remains under evaluation for monetization. SECMC's Phase Ill expansion is progressing, enhancing both
the durability of returns and Pakistan’s long-term energy security.

The power sector has been undergoing adjustments as the government works to address structural
challenges in the market. In this environment, our focus remains on being a reliable partner, operating
efficiently, honouring commitments, and ensuring our assets continue to serve both national needs and
shareholder interests.

Foods

Our foods business has continued to demonstrate resilience despite a difficult operating environment.
The imposition of sales tax on the formal dairy sector, combined with weak legislation, has distorted
the market in favour of the informal sector. This reduces our ability to scale, limits investment in
productivity, and ultimately constrains the sector’'s contribution to both national growth and
shareholder returns. Against these headwinds, management has responded with operational
improvements and cost discipline, ensuring performance remains stable.

Terminals

Our terminal businesses continue to play a critical role in ensuring the country’s gas and chemical supply
chains function smoothly, accounting for ~15% of the total gas supply of the country. The businesses
continue to provide stable cashflows and remain strategically important to Pakistan’s energy and
industrial value chains. However, the recent increase in minimum taxes on the sector has put additional
financial pressures, indirectly affecting the broader benefits the terminals provide to industry and
society. We continue to engage with stakeholders to address this issue while maintaining focus on
operational excellence and the fundamentals within our control.

Trading

Engro Eximp FZE, the Company'’s international trading subsidiary, continued to demonstrate growth
during the period, delivering a strong topline performance driven by enhanced trading activity and
higher volumes. Beyond its financial contribution, the business provides the Group with a strategic
international presence, thereby diversifying the portfolio and enhancing exposure to global markets.

Dividend Policy
Your Board has elected not to declare an interim dividend for 2025, reflecting a measured and deliberate
approach to capital deployment aimed at maximizing long-term shareholder value.

The immediate priority remains to fund the remaining obligations of the towers transaction, which the
Board continues to view as a strategic investment of significant importance in Engro’s history. This
transaction is expected to generate stable and enduring cash flows in the years ahead. Accordingly, the
retention of earnings to support this investment represents, in the Board's view, the most prudent
course to create sustainable value for shareholders.
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Outlook

As we look ahead, Pakistan’s economy shows signs of cautious optimism. Inflation is easing, reserves
are more stable, and growth could strengthen if reforms continue. Yet Pakistan’s vulnerabilities and
structural challenges remain formidable, requiring concerted adjustment and committed reform efforts.

For us, these uncertainties only reinforce the importance of our central goal: every decision we make
on your capital is aimed at delivering sustainable, compounding cashflows per share.

o Fertilizers are expected to benefit from improved farmer economics driven by stronger wheat
prices, sustaining cotton price parity, and enhanced irrigation prospects following above-
average water availability due to heavy monsoon inflows. While these trends support short-
term performance, they also reinforce our belief in the potential of this business.

e Polymers will remain under pressure until energy costs and global demand stabilise. Here, our
capital discipline is about optimizing cashflows, reducing costs to reduce the cash breakeven
per ton and strengthening our balance sheet so that returns can compound when the cycle
inevitably turns.

e Telecom infrastructure is a growth engine. As data demand rises with Pakistan's digital
ambitions, telecom infrastructure will remain essential. Through integration, tenancy growth,
and disciplined capital deployment, our tower portfolio is positioned to become one of the most
reliable sources of long-term cashflows, underscoring our confidence in the structural strength
of this business.

e Energy will continue to deliver stable operations. EPTL will become even cheaper source of
power post-2029 as debt is repaid, while monetisation of EPQL and expansion at SECMC wiill
help rebalance the portfolio in line with our priorities.

e Foods faces distorted policy headwinds. We remain confident in the long-term opportunity as
sector formalisation unlocks demand, improves yields, and positions Pakistan for export
potential.

¢ Terminals and Trading will continue to provide stability and diversification, anchoring resilience
and expanding our strategic reach internationally.

Looking forward, we believe Engro’s portfolio is positioned at the intersection of several national
priorities - food security, water infrastructure, digital connectivity, and energy resilience. These are not
just societal imperatives but also long-term demand drivers for our businesses. By aligning with them,
we aim to create enduring value for both Pakistan and our shareholders.

Character and Good Manners

At the heart of our culture is Character and Good Manners (CGM) — our guiding framework shaped by
Truth, Trust, Humility, Integrity, and Striving in Hardship (TTHIS). At Engro, CGM and TTHIS are more
than just guiding philosophies; they form the foundation of our values, shaping the way we conduct
business and interact with stakeholders. These principles are embedded in our code of conduct, driving
ethical decision-making, creating a culture of trust, and ensuring that we operate with integrity and
resilience. As we continue to expand and innovate, this framework serves as our foundation, helping us
build a purpose-driven organization that delivers excellence.
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Business Sustainability

Engro’s diverse businesses operate within an increasingly complex environment, requiring continuous
evaluation of both strategic direction and the level of risk each business is prepared to assume. To
enable this, clear responsibilities are embedded across the organization, ensuring that risk oversight is
integrated into the way we protect and sustain long-term business performance.

We view risk management not as a control mechanism, but as a core enabler of sustainable value
creation, essential to protecting and enhancing shareholder returns. Our approach includes managing
externalities and risks that impact sustainable operations, including those related to social and natural
capital. A comprehensive, risk-based Health, Safety, and Environment (HSE) management system, built
around effective barrier management, has been tailored for Engro, enabling the proactive identification,
prevention, and mitigation of risks across P-E-A-R: People, Environment, Assets, and Reputation.

Our broader sustainability vision is anchored in environmental stewardship, positive societal impact,
and responsible business practices, all of which are detailed in Engro’s Sustainability Report.

DE&I

Guided by the belief that a diverse workforce is not only a social imperative but an economic one, we
view Diversity & Inclusion as a strategic priority in building a future-ready organization. Our people
strategy, initiatives, and employment practices are designed to promote gender diversity, support
individuals with disabilities, and embrace generational inclusion. From recruitment to coaching and
mentoring, we implement programs such as break key baad program ensuring equal opportunities, fair
representation, and an environment where all talent is empowered to grow, contribute, and reach their
full potential.

Closing

The Board extends its appreciation to our shareholders for their continued trust, our colleagues for their
dedication, our regulators and government partners for their support, and our customers for their
confidence. Together, these stakeholders enable Engro to remain disciplined, diversified, and focused
on creating sustainable long-term value.

Hussain Dawood Abdul Samad Dawood
Chairman Chief Executive Officer
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(Amounts in thousand)

18.3

18.4

19.

191

In 2022, in respect of tax year 2018, EFERT received an amendment order from the ACIR majorly pertaining
to issues of amortisation on intangibles, claim of WPPF, allowance of minimum tax credit and others. EFERT
filed an appeal before the CIRA against this order. In 2024, an appellate order was passed by the CIRA
confirming certain additions, certain issues were remanded back whereas certain issues were allowed.
EFERT filed an appeal before the ATIR on the issues decided by the CIRA against EFERT. During the
period, decision of the ATIR has been received where the issue of allowance of credit of minimum tax has
been decided against EFERT. An Income Tax Reference Application (ITRA) has been filed with the HCS
where the matter has been remanded back to the Tribunal for adjudication afresh. Appeal effect proceedings
were concluded in due course where most of the issues have been determined in favour of EFERT.

In respect of the matter stated in note 46.4.5 of the annual audited consolidated financial statements, during
the period, the Honorable Supreme Court of Pakistan (SCP) disposed of the suit filed by EPCL in 2020,
which had challenged the order dated February 6, 2020, passed by the SHC. The said order pertained to the
notice issued by the income tax department in relation to disallowances made in respect of tax year 2019,
mainly pertaining to the adjustment of minimum tax carried forward.

As previously disclosed, the income tax department had amended the assessment for tax year 2019 during
2023, raising a demand of Rs. 532,754 in respect of the said disallowances, against which EPCL had paid
Rs. 400,000 under protest. In light of the aforementioned judgment of the SCP, which is final and without
recourse, EPCL has recognised a prior year tax provision amounting to Rs. 975,000 during the period which
pertains to the minimum turnover tax adjusted in TY 2019.

EARNINGS / (LOSS) PER SHARE - BASIC AND DILUTED

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

Unaudited
Quarter ended Nine months ended
September 30,  September 30, September 30, September 30,
2025 2024 2025 2024
(Rupees)
Profit / (loss) for the period attributable
to owners of the Holding Company
from (note 19.1):
- continuing operations 6,442,562 2,611,098 42,291,182 6,650,270
- discontinued operations - (143,082) (273,874) (291,013)
6,442,562 2,468,016 42,017,308 6,359,257
{Number)
Weighted average number of ordinary
shares for determination of basic
and diluted EPS 1,204,232 481,287 1,204,232 481,287
(Rupees)
Earnings / (loss) per share
-~ basic and diluted
- continuing operations 5.35 5.42 35.12 13.81
- discontinued operations - (0.30) (0.23) (0.60)
5.35 5.12 34.89 13.21

As more fully explained in note 1.2, post implementation of the Scheme from January 1, 2025, the profit
attributable to the owners of the Holding Company for the nine months ended September 30, 2025,
represents 100% ownership in ECL, whereas comparative period’s profit attributable to owners represents
39.97% ownership in ECL.
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1.2.2

1.3
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22

23

Premium on shares issued under the Scheme of Arrangement

This represents the difference between ex-price of Rs. 198.42 (calculated using the closing price per
share of ECL on the day before effective date of the Scheme and the share swap ratio defined under
the Scheme) and par value of Rs. 10 each on 722,944,878 new shares of the Company issued to the
Transferred Shareholders under the Scheme.

These unconsolidated condensed interim financial statements are the separate financial statements of
the Company in which investment in subsidiaries has been accounted for at cost less accumulated
impairment losses, if any.

BASIS OF PREPARATION AND MATERIAL ACCOUNTING POLICY INFORMATION
Statement of compliance

These unconsolidated condensed interim financial statements have been prepared in accordance with
the accounting and reporting standards as applicable in Pakistan for interim financial reporting. The
accounting and reporting standards as applicable in Pakistan for interim financial reporting comprise
of:

- International Accounting Standard, ‘Interim Financial Reporting' (IAS 34), issued by the
International Accounting Standards Board (IASB) as notified under the Companies Act, 2017 (the
Act); and

- Provisions of and directives issued under the Act.

Where the provisions of, and directives issued under the Act differ with the requirements of IAS 34,
the provisions of and directives issued under the Act have been followed.

These unconsolidated condensed interim financial statements represent the condensed interim
financial statements of the Company on a standalone basis. The consolidated condensed interim
financial statements of the Company and its subsidiary company are presented separately. These
unconsolidated condensed interim financial statements do not include all the information required for
annual financial statements and therefore should be read in conjunction with the annual audited
unconsolidated financial statements of the Company for the year ended December 31, 2024,

The material accounting policies and the methods of computation adopted in the preparation of these
unconsolidated condensed interim financial statements are consistent with those applied in the
preparation of the annual audited unconsolidated financial statements of the Company for the year
ended December 31, 2024.




{Amounts in thousand)

24

25

2.6

Initial application of a standard, amendment or an interpretation to an existing standard

a) Standards, amendments to published standards and interpretations that are effective
during the period

There were certain amendments and improvements to accounting and reporting standards which
became effective during the current period. However, these do not have any significant impact on
the Company's financial reporting and, therefore, have not been disclosed in these unconsolidated
condensed interim financial statements.

b) Standards and amendments to approved accounting and reporting standards that are not
yet effective and have not been early adopted by the Company

There are certain standards and amendments to accounting and reporting standards that are not
yet effective and are considered either not to be relevant or to have any significant impact on the
Company's financial reporting and, therefore, have not been disclosed in these unconsolidated
condensed interim financial statements.

The preparation of these unconsolidated condensed interim financial statements in conformity with the
accounting and reporting standards applicable in Pakistan requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of
applying the Company's accounting policies. Estimates and judgement are continually evaluated and
are based on historical experience and other factors, including expectation of future events that are
believed to be reasonable under the circumstances. Actual resuits may differ from these estimates.

During the preparation of these unconsolidated condensed interim financial statements, the significant
judgements made by the management in applying the Company's accounting policies and the key
sources of estimation and uncertainty are the same as those that were applied to the annual audited
unconsolidated financial statements of the Companv for the vear ended December 31. 2024.

Taxes on income in the interim periods are accrued using the effective tax rate that would be
applicable to expected total annual profit or loss. During the period, the Company opted for Group
Taxation under section 59AA of the Income Tax Ordinance, 2001, accordingly group return will be filed
by the Company along with ECL.

Unaudited Audited
September 30, December 31,
2025 2024
------------------- (RUpPEES)-m=mmmnmmmmamaanan
PROPERTY AND EQUIPMENT
Balance at beginning of the period / year 39,921 44,485
Additions during the period / year 1,647 4,942
41,568 49,427
Disposals during the period / year - (430)
Depreciation charge for the period / year (291) (9,076)
(291) (9,506)
Effect of the Scheme (note 1.2.1) (39,921) -

1,356 39,921
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Head Office

19th Floor, The Harbor Front Building, HC-3, Marine
Drive, Block - 4, Clifton, Karachi.

UAN: +92-21-111-211-211

WWW.engro.com
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