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Directors’ Review

In the name of Allah, the Most Beneficent, the Most Gracious, the Most Merciful. On behalf
of the Board of Directors of Sitara Chemical Industries Limited, | am pleased to present the
un-audited condensed interim financial statements of the Company for the half year ended
December 31, 2016, together with Auditors’ Review Report thereon.

During the period under review, your Company has posted net sales of Rs.4,484 million as
against Rs. 4,626 million in the corresponding period of last year, representing a slight decrease
of 3% which is due to competitive market dynamics in chemical division of company. However,
Profit after tax stood at Rs.504 million during the period under review as against Rs.421 million
in the corresponding period last year resulting Earning Per Share (EPS) of Rs.23.53/- as against
Rs.19.65/- in the corresponding period of last year. Improvement in bottom line results during
the period under review is mainly attributable towards

Our success history is based upon our determination to stay the course and look forward to
understand the environment in which we operate, to organise ourselves to seize opportunities
to deliver profitable growth now and in the future. Although we are operating in a challenging
and turbulent economic environment, we see it as enthralling time with full of opportunities.
We continue to commit ourselves to ambitious financial targets expected by our stakeholders.

By the Grace of Almighty Allah, self sufficiency in power requirement of the company has been
obtained. In line with vision of the Company for diversification, erection of 50 MT Liquid Carbon
Dioxide (CO2 — Food Grade) is in progress which will be completed and plant will be operational
during the current financial year in line with our project timelines. By adding this new capacity of
LCO2, your company will not only be one of the largest producer of CO2 in Pakistan having total
installed capacity of 80 MT per day but also have this capacity fully operational round the year.

Company is also procuring a Steam Operated Absorption Chiller in order to provide standby
arrangement for the smooth production of Sodium Hypochlorite and Caustic Soda. Negotiation
with the foreign vendor in this regard has been completed and LC is being established. Erection
and installation of the Chiller will be completed during the current financial year, and it will be
made operational during 1st quarter of next financial year (Insha Allah).

We also believe that the recently announced Textile Package by Govt. will give boost to overall
business environment of the country.

We take this opportunity to thank our valued business partners and stakeholders for their
continued support, trust and assistance for the progress and prosperity of the Company.
Company also appreciates its staff for their continuous dedication, commitment and support.

(4626
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J Profit Before Tax
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Muhammad Adrees L | | \ |
Chief Executive Officer 2012 2013 2014 2015 2016
Faisalabad: February 18, 2017 For the half year ended December 31.
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Auditors’ Report to the Members on Review of Interim
Financial Information to the Members

We have reviewed the accompanying condensed interim balance sheet of Sitara
Chemical Industries Limited (the Company) as at December 31, 2016, the related
condensed interim profit and loss account, condensed interim statement of
comprehensive income, condensed interim cash flow statement, and condensed
interim statement of changes in equity and notes to the accounts for the six month
period then ended (here-in-after referred to as the “interim financial information”).
Management is responsible for the preparation and presentation of this interim
financial information in’ accordance with approved accounting standards as
applicable in Pakistan for interim financial reporting. Our responsibility is to express
a conclusion on this interim financial information based on our review. The figures
of the condensed interim profit and loss account and condensed interim statement
of comprehensive income for the quarters ended December 31, 2016 have not been
reviewed, as we are required to review only the cumulative figures for the six months
ended December 31, 2016.

We conducted our review in accordance with International Standard on Review
Engagements 2410, “Review of Interim Financial Information Performed by the
Independent Auditor of the Entity”. A review of interim financial information consists
of making inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is substantially
less in scope than an audit conducted in accordance with International Standards
on Auditing and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit Opinion.

Based on our review, nothing has come to our attention that causes us to believe that
the accompanying interim financial information as of and for the six months period
ended December 31, 2016 is not prepared, in all material respects, in accordance
with approved accounting standards as applicable in Pakistan for interim financial
reporting.

Deloikfe Yousnf At
Chartered Accountants
Engagement Partner: Rana M. Usman Khan

Dated: February 18, 2017
Lahore

Sitara Chemical Industries Limited
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Condensed Interim Balance Sheet (Un-Audited)
As at December 31, 2016

Audited
June 30,
2016
Note (Rupees in thousand)
Property, plant and equipment 5 8,764,103 8,789,143
Intangible assets 13,816 14,543
Investment property 6 2,899,633 2,872,992
Long-term investments 98,114 100,125
Long-term loans and advances 1,266,178 1,265,177
Long-term deposits 110,984 110,858
13,152,828 13,152,838
Stores, spare parts and loose tools 686,335 413,630
Stock-in-trade 1,647,992 1,103,513
Trade debts 7 1,038,162 1,124,985
Advance sales tax - 61,214
Loans and advances 1,953,118 1,597,384
Trade deposits and short-term prepayments 31,568 6,580
Other receivables 8 7,316 9,564
Other financial assets 9 117,142 197,069
Cash and bank balances 217,937 188,425
5,699,570 4,702,364
18,852,398 17,855,202
Share capital 10 214,294 214,294
Reserves 1,399,725 1,362,766
Un-appropriated profits 6,252,704 5,958,347
7,866,723 7,535,407
1,317,366 1,355,695
Long-term financing 11 2,092,299 1,655,407
Long-term deposits 15,685 3,885
Deferred liabilities 1,122,003 1,017,941
3,229,987 2,677,233
Trade and other payables 12 2,695,412 2,790,765
Profit / financial charges payable 89,022 82,952
Short term borrowings 2,845,050 2,672,034
Current portion of long term financing 788,653 741,116
Sales tax payable 20,185 -
6,438,322 6,286,867
13
18,852,398 17,855,202
The annexed selected notes 1 to 22 form an integral part of this condensed interim financial
information.
M. e—=
—
Muhammad Adrees Haseeb Ahmed
Chief Executive Officer Director
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Condensed Interim Profit And Loss Account (Un-Audited)
For The Six Months Ended December 31, 2016

Sales - net

Cost of sales

Gross profit
Distribution cost
Administrative expenses
Other expenses

Finance cost

Other Income

Six months ended

14 4,483,659
15 (3,292,525)
1,191,134
(93,819)

(253,592)

(50,235)

(147,519)
(545,165)

36,907

682,876

Share of (loss) / profit of associates

- net of tax
Profit before taxation
Provision for taxation

Profit after taxation

(5.474)

677,402

16 (173,162)
504,240

Earnings per share - basic and diluted

(Rupees)

17 23.53

December 31,

2015

Three months ended

December 31,
2015

(Rupees in thousand)

4,626,471
(3,529,317)
1,097,154
(100,307)
(230,930)
(46,303)
(125,153)
(502,693)
28,674
623,135

1,617
624,752
(203,755)
420,997

19.65

2,443,255 2,473,513
(1,801,216)  (1,909,384)

642,039 564,129
(49,255) (53,915)
(133,656) (108,943)
(26,979) (27,566)
(71,881) (63,885)
(281,771) (254,309)
8,820 18,604
369,088 328,424
(5,474) 1,617
363,614 330,041
(101,050) (114,700)
262,564 215,341
12.25 10.05

The annexed selected notes 1 to 22 form an integral part of this condensed interim financial

information.

N =
Muhammam

Chief Executive Officer

Haseeb Ahmed
Director

Sitara Chemical Industries Limited | 7



Condensed Interim Statement Of Comprehensive
Income (Un-Audited)
For The Six Months Ended December 31, 2016

Six months ended Three months ended
December 31, December 31,
2015 2015

(Rupees in thousand)

Profit after taxation 504,240 420,997 262,564 215,341

Items that may be reclassified
subsequently to profit and loss

Surplus/(Deficit) on re-measurement

of available for sale financial assets 32,905 (9,854) 3,279 (4,858)

Reclassification adjustment relating
to available for sale financial assets
disposed off during the period 4,054 - 4,054 -

Total items that may be reclassified
subsequently to profit and loss 36,959 (9,854) 7,333 (4,858)

Total comprehensive income for
the period 541,199 411,143 269,897 210,483

The annexed selected notes 1 to 22 form an integral part of this condensed interim financial

information.
(. C—
=
Muhammad Adrees Haseeb Ahmed
Chief Executive Officer Director
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Condensed Interim Cash Flow Statement (Un-Audited)

For The Six Months Ended December 31, 2016

Operating cash flow before working
capital changes 20

Changes in working capital

(Increase) / decrease in current assets
Stores, spare parts and loose tools
Stock-in-trade
Trade debts
Advance sales tax
Loans and advances
Trade deposits and short-term prepayments
Other receivables

Increase / (decrease) in current liabilities
Trade and other payables

Cash generated from operations
Finance cost paid

Employee benefits paid

Taxes paid

Profit received

Net cash (used in) / generated from operating activities

Purchase of property, plant and equipment
Proceeds from disposal of property, plant and equipment
Proceeds from available for sale investments - net
Purchase of investment property
Long term Deposits paid
Long-term loans and advances
Dividend income received
Net cash used in investing activities

Proceeds from long-term financing - net

Short term financing - net

Long term deposits

Dividend paid
Net cash from financing activities
Net increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the period
Cash and cash equivalents at end of the period

The annexed selected notes 1 to 22 form an integral part of this condensed interim financial

information.

(. & —
=

Muhammad Adrees

Chief Executive Officer
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Six months ended

December 31,

2015

(Rupees in thousand)

1,079,948

(272,705)
(544,479)
86,823
61,214
(302,118)
(24,988)
2,248

(83,816)
(1,077,821)
2,127
(141,449)
(4,105)
(120,921)
7,158
(259,317)
(257,190)

(242,012)
4,933
121,052
(29,137)
(126)
(1,001)
2,539
(143,752)

484,429
173,016

11,800

(238,791)

430,454

29,512
188,425
217,937

985,427

(47,681)

(700,661)
65,806
18,019
266,606

(18,808)
4,862

188,841
(223,016)
762,411
(105,795)

(1,659)

(255,862)
8,942

(354,374)
408,037

(1,925,040)
1,253
49,670

(130,491)

(1,575)
4,045
(2,002,138)

1,004,679
682,890
(134)
(186,973)
1,500,462
(93,639)
256,977
163,338

Haseeb Ahmed
Director



Selected Explanatory Notes To The Condensed Interim
Financial Information (Un-Audited)
For The Six Months Ended December 31, 2016

Sitara Chemical Industries Limited (“the Company”) was incorporated in Pakistan on September
08, 1981 as a public limited company under Companies Act, 1913 (now Companies Ordinance,
1984). The company is currently listed on Pakistan Stock Exchange. The principal activities of the
Company are operation of Chlor Alkali plant and yarn spinning unit. The registered office of the
Company is situated at 601-602, Business Centre, Mumtaz Hasan Road, Karachi, in the province
of Sindh and the manufacturing facilities are located at 28/32 K.M., Faisalabad - Sheikhupura
Road, Faisalabad, in the province of Punjab.

The Company is currently organized into two operating divisions and these divisions are the basis
on which the Company reports its primary segment information.

Principal business activities are as follows:
Chemical Division Manufacturing of caustic soda and allied products
Textile Division Manufacturing of yarn and trading of Fabric.

This condensed interim financial information is presented in Pak Rupee, which is the Company’s
functional and presentation currency.

This condensed interim financial information of the Company for the six months period ended
December 31, 2016 has been prepared in accordance with the International Accounting Standard
- 34 “Interim Financial Reporting” provisions of and directives issued under the Companies
Ordinance, 1984. In case where requirements differ, the provisions of or directives issued under
the Companies Ordinance, 1984 have been followed.

This condensed interim financial information should be read in conjunction with annual audited
financial statements for the year ended June 30, 2016. Comparative balance sheet is extracted
from annual audited financial statements for the year ended June 30, 2016 whereas comparative
profit and loss account, comparative statement of changes in equity and comparative cash flow
statement are stated from un-audited condensed interim financial information for the six months
ended on December 31, 2015.

The condensed interim financial information is un-audited. However, a limited scope review has
been performed by statutory auditor of the Company in accordance with Code of Corporate
Governance and they have issued their review report thereon.

The accounting policies and the methods of computation adopted in the preparation of
this condensed interim financial information and the significant judgements made by the
management in applying the accounting policies and the key sources of estimation uncertainty
are the same as those applied in the preparation of the financial statements as at and for the year
ended June 30, 2016.

The preparation of this condensed interim financial information in conformity with the
approved accounting standards requires the use of certain critical accounting estimates and
assumptions. It also requires management to exercise its judgment in the process of applying
the Company’s accounting policies. Estimates and judgments 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. However, actual results may differ from these
estimates.

During the preparation of this condensed interim financial information, the significant judgments
made by the management in applying the Company’s accounting policies and the key sources
of estimation and uncertainty were the same as those that were applied to the audited annual
financial statements for the year ended June 30, 2016.

Sitara Chemical Industries Limited
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Selected Explanatory Notes To The Condensed Interim
Financial Information (Un-Audited)
For The Six Months Ended December 31, 2016

Audited
June 30,
2016
(Rupees in thousand)

Operating assets 5.1 8,525,093 5,307,233
Capital work-in-progress 239,010 3,481,910

8,764,103 8,789,143
Opening written down value 5,307,233 5,439,242
Additions during the period / year:
Freehold land 6,942 29,339
Buildings on freehold land - Mills 820,445 66,496
Plant and machinery 1,981,275 64,839
Grid station and electric installations - 33
Containers and cylinders = 32
Factory equipment 1,646 3,419
Electric equipment 664,754 16,036
Office equipment 2,649 6,139
Furniture and fittings 2,941 1,321
Vehicles 4,260 10,525

3,484,912 198,179
Revaluation surplus - 166,348
WDV of disposed off during the period / year (3,567) (3,863)
Depreciation charged during the period / year (263,485) (492,673)

8,525,093 5,307,233

The Company follows the revaluation model. Revaluation of land, buildings and plant & machinery
was carried out by Hamid Mukhtar & Company (Private) Ltd., independent valuer not connected with
the Company and is on panel of Pakistan Banks" Association as ‘Any Amount’ asset valuer. It is also
on panel of State Bank of Pakistan and possesses appropriate qualification and recent experience
in the fair value measurements in the relevant locations. The fair value was determined using the
comparable price method after performing detailed enquiries and verification from various estate
agents, brokers and builders keeping in view the location of the property/project, condition, size,
utilization, and other relevant factors.

The revaluation performed at June 30, 2016 resulted in a further surplus of Rs. 166 million. Out of
the total revaluation surplus of Rs. 1,491 million, Rs. 1,263 million net of tax (June 30, 2016: Rs.
1,299 million) remains undepreciated as at December 31, 2016.

Details of the Company's revalued assets and information about fair value hierarchy, as at
December 31, 2016 are as follows:

Level 1 Level 2 Level 3 Total

—————————————————————— (Rupees in thousand) ------------------------
Land - freehold - 680,373 - 680,373
Buildings on freehold land - 1,302,751 - 1,302,751
Plant and machinery - 5,622,502 - 5,622,502

Sitara Chemical Industries Limited



Selected Explanatory Notes To The Condensed Interim
Financial Information (Un-Audited)
For The Six Months Ended December 31, 2016

Audited
June 30,
2016
Note (Rupees in thousand)
Land 6.1 2,848,242 2,819,105
Buildings 6.2 51,391 53,887
2,899,633 2,872,992
Balance at beginning of the period / year 2,819,105 2,657,058
Acquisitions 29,137 162,047
Disposal = -
Balance at end of the period / year 2,848,242 2,819,105
Cost 77,921 77,921
Acquisitions - -
77,921 77,921
Accumulated depreciation:

At the beginning of the period / year 24,034 18,516
For the period / year 2,496 5,518
At the end of the period / year 26,530 24,034
Written down value at the end of the period / year 51,391 53,887

These include receivable from related parties amounting to Rs.5,824 thousand (June 30, 2016:
Rs.3,927 thousand).

These include receivable from related parties amounting to Rs.5,547 thousand (June 30, 2016:
Rs. 5,362 thousand).

Audited
June 30,
2016
(Rupees in thousand)

Listed equity securities
Fair Value at July 01 197,069 201,065

Addition in Investment - 300
197,069 201,365
Sale / Disposal 112,833 2,033
84,236 199,332

Gain / (Deficit) on remeasurement of available for
sale financial assets during the period / year 32,906 (2,263)
9.1 117,142 197,069

Sitara Chemical Industries Limited 13
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Selected Explanatory Notes To The Condensed Interim
Financial Information (Un-Audited)
For The Six Months Ended December 31, 2016

The table below analyses financial instruments carried at fair value, by valuation method. The
different levels have been defined as follows:

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 - Inputs other than quoted prices included within level 1 that are observable for the asset
or liability, either directly (that is, as prices) or indirectly (that is, derived from prices).

Level 3 - Inputs for the asset or liability that are not based on observable market data (that is,

unobservable inputs).

The following table presents the financial assets which are carried at fair value:

Available for sale
Listed equity securities

Level 1 Level 2 Level 3
(Rupees in thousand)

117,142 =

117,142 =

Audited

June 30, 2016
Level 1 Level 2 Level 3
(Rupees in thousand)

- 197,069 - -

- 197,069 - -

There were no transfers between levels during the period / year.

There were no changes in valuation techniques during the period / year.

The carrying value of all other financial assets and liabilities reflected in the condensed interim
financial information approximates their fair values.

Audited
June 30
2016
......... No of shares........

40,000,000 40,000,000

20,000,000 20,000,000

8,640,000 8,640,000
10,804,398 10,804,398
1,985,009 1,985,009

21,429,407 21,429,407

Audited
June 30,
2016
(Rupees in thousand)

Ordinary shares of Rs. 10 each

Class "A"

Class “B"

Class "A" ordinary shares of Rs. 10/- each

- fully paid in cash
- issued as fully paid bonus s

- issued as fully paid under scheme

of arrangement for amalgamation

Class “B"" ordinary shares do not carry any voting rights.

Sitara Chemical Industries Limited

400,000 400,000

200,000 200,000

86,400 86,400

hares 108,044 108,044
19,850 19,850

214,294 214,294



Selected Explanatory Notes To The Condensed Interim

Financial Information (Un-Audited)

For The Six Months Ended December 31, 2016

Audited
June 30,
2016

(Rupees in thousand)

Opening balance 2,396,523
Obtained during the period / year 834,115
3,230,638
Less: Re-paid during the period / year 349,686
2,880,952
Less: current portion 788,653
2,092,299

1,138,358
1,538,522
2,676,880

280,357
2,396,523

741,116
1,655,407

These include Murabaha payable amounting to Rs. 811,690 thousand (June 30, 2016:
Rs. 731,032 thousand). The aggregate unavailed facilities available to the Company
from banking companies amounted to Rs. 1,492 million (June 30, 2016: Rs.1,196
million). These are subject to profit margin ranging from 6.73% to 7.89% (June 30,
2016: 6.79% to 10.00%) per annum and are secured against joint pari-passu charge
over present and future current assets of the chemical division and pledge of stocks
and charge over present and future current assets of the textile division.

Audited
June 30,
2016

(Rupees in thousand)

Guarantees issued by banks on behalf
of the Company 185,559

Outstanding letters of credit for raw
material and spares 442,774

186,459

301,573

Sitara Chemical Industries Limited
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Selected Explanatory Notes To The Condensed Interim
Financial Information (Un-Audited)
For The Six Months Ended December 31, 2016

Local
Export

Less: Commission and discount

Sales tax

Raw material consumed
Fuel and power

Salaries, wages and benefits

Factory overheads

Work-in-process
Opening stock
Closing stock

Cost of goods manufactured

Finished goods
Opening stock
Closing stock

Sitara Chemical Industries Limited

Six months ended

5,391,044
13,304
5,404,348

248,675
672,014
920,689
4,483,659

890,163
1,402,031
187,437
751,964
3,231,595

9,671
(9,445)
226

3,231,821

652,710
(592,006)
60,704

3,292,525

December 31,
2015

Three months ended

(Rupees in thousand)

5,558,570
4,372
5,562,942

237,709
698,762
936,471
4,626,471

958,113
2,225,210
166,031
487,017
3,836,371

8,102
(7,351)

751

3,837,122

479,954
(787,759)
(307,805)

3,529,317

2,924,039
13,304
2,937,343

129,912
364,176
494,088
2,443,255

509,859
643,113
106,580
490,866
1,750,418

10,939
(9,445)
1,494
1,751,912

641,310
(592,006)
49,304

1,801,216

December 31,
2015

2,963,966
4,372
2,968,338

120,725
374,100
494,825
2,473,513

478,623
977,641
85,445
261,820
1,803,529

7,385
(7,351)

34
1,803,563

893,580
(787,759)
105,821

1,909,384



Selected Explanatory Notes To The Condensed Interim
Financial Information (Un-Audited)
For The Six Months Ended December 31, 2016

Six months ended

Current - for the period 68,178
Prior year 127
Deferred 104,857

173,162
Profit for the period 504,240

Weighted average number of
ordinary shares outstanding
during the period 21,429

Earnings per share (Rupees) 23.53

December 31,

2015

Three months ended

(Rupees in thousand)

236,362
6,898

(39,505)

203,755

420,997

21,429

19.65

(49,528)
127

150,451

101,050

262,564

21,429

12.25

December 31,

2015

127,047
6,898

(19,245)

114,700

215,341

21,429

10.05

The related parties comprise of associated undertakings, staff retirement benefit plans,
directors and key management personnel. The Company in the normal course of business
carries out transactions with various related parties. Nature and description of significant
related party transactions along with monetary values are as follows:

Associated Undertakings Sales

Organizational expenses

recovered

Organizational expenses paid

Donation given

Key Management Personnel Remuneration to Executives

Six months ended

December 31,

2015

( Rupees in thousand)
2,507 1,854
118 -
323 107
3,454 12,120
81,372 73,468

Sitara Chemical Industries Limited



Selected Explanatory Notes To The Condensed Interim

Financial Information (Un-Audited)

For The Six Months Ended December 31, 2016
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Selected Explanatory Notes To The Condensed Interim
Financial Information (Un-Audited)
For The Six Months Ended December 31, 2016

Six months ended
December 31, December 31,
2016 2015

(Rupees in thousand)

Total revenue for reportable segments 4,483,659 4,626,471
Total profit for reportable segments 843,723 765,917
Unallocated corporate income / (expenses)
Other income 36,907 28,674
Other expenses (50,235) (46,303)
Finance cost (147,519) (125,153)
Share of (loss) / profit of associates - net of tax (5,474) 1,617
Profit before taxation 677,402 624,752
Audited
June 30,
2016
(Rupees in thousand)
Total assets for reportable segments 14,191,427 13,439,499
Other unallocated corporate assets 4,660,971 4,415,703
Entity’s assets 18,852,398 17,855,202
Total liabilities for reportable segments 1,802,504 1,968,617
Other unallocated corporate liabilities 7,865,805 6,995,483
Entity’s liabilities 9,668,309 8,964,100

The Company has no reportable geographical segment.

Sitara Chemical Industries Limited 19



Selected Explanatory Notes To The Condensed Interim
Financial Information (Un-Audited)
For The Six Months Ended December 31, 2016

Six months ended
December 31,
2015
(Rupees in thousand)

Profit before taxation 677,402 624,752
Depreciation on property, plant and equipment 263,485 244,150
Depreciation on investment property 2,496 2,774
Gain on sale of available for sale investments (4,165) -
Amortization on intangible assets 727 808
Finance cost 147,519 125,153
Share of loss / (profit) of associated
companies - net of tax 5,474 (1,617)
Gain on disposal of property, plant and
equipment - net (1,366) (916)
Reversal of Impairment Loss on investment
in associated company (5,237) -
Provision for employee benefits 3,310 3,310
Dividend income (2,539) (4,045)
Profit on bank deposits (7,158) (8,942)
402,546 360,675
1,079,948 985,427

This interim financial information has been approved by the Board of Directors of the
Company and authorized for issue on February 18, 2017.

Figures have been rounded to the nearest thousand of Pak Rupees, unless otherwise
stated.

Muhammad Adrees Haseeb Ahmed
Chief Executive Officer Director
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