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DIRECTORS’ REPORT
The Directors are pleased to present their report together with the unaudited unconsolidated
condensed interim financial statements of the Company and the unaudited condensed
consolidated interim financial statements of the Group for the second quarter and half year
ended 30 June 2016.
ECONOMIC REVIEW
The FY 2016 ended on a positive note, evidenced by a GDP growth of 4.7% during FY16
(vs. 4.0% FY15), which is an eight-year high (1.7% 2008). Private sector credit off take has
shown an improvement of 11% increasing to PKR 3.8 trillion by June 2016 on the back of
lower financing rates and multiple capacity expansion initiatives. Despite some rise in the
Jan-Jun 2016 period, inflation remained on the lower side and closed FY16 with an average
of 3.2% compared to 4.6% in FY15, significantly below initial expectations. On the flip side,
despite an effort of the government to enhance exports in 2015-16, the country’s exports
declined by 12.11 per cent to $20.802 billion during the last fiscal year (2015-16) from
$23.667 billion during the same period of the previous year. Remittances which had reached
a record high in FY 16 have shown a marked decline in July 2016 (36% against June 2016
and 20% over SPLY).
The Federal budget for 2016-17 continued to focus on implementing measures to improve
tax collection from existing taxpayers as opposed to broadening the tax net. These included,
extension of super tax, non-adjustment of provincial input tax, exclusion of dairy sector from
the zero-rated sales tax regime, imposition of regulatory duty on import on milk powder and
removal of group relief for holding companies. This will increase costs to the formal sector,
thereby discouraging corporatization of the private sector. The removal of zero rating and
imposition of regulatory duty may have the effect of losing the GSP status of Pakistan In
European Union. Further the removal of group relief would have an adverse impact on the
corporate sector as it will not be able to consolidate its investment. Organizations like OICCI,
PBC have also strongly cautioned the government of negative impact of abolition of group
taxation on economy.
BUSINESS REVIEW
Strategic initiatives
Our subsidiary – Engro Corporation Limited (ECL) has divested 297.2 million shares of Engro
fertilizers Limited (EFert) by way of a private placement at a per share value of Rs 65.47.
This was a process of ECL strategic initiatives to enable it to diversify its portfolio and meet
its capital allocation requirements and to rebalance investments across its defined growth
pillars. Current shareholding of ECL in Engro Fertilizers stands at 56.5%.
Subsequent to the period end, ECL has signed a Sale and Purchase Agreement (SPA)
with Royal FrieslandCampina (RFC), for the acquisition of 51% shareholding in Engro Food
Limited (EFoods) jointly with World Bank Group’s International Finance Corporation and
Dutch Development Bank, FMO on a cash and debt free basis Enterprise Value of PKR 96.6
billion to be adjusted for debt and debt-like items, cash and cash equivalents and working
capital. The estimated sale price as of the date of the announcement is PKR 120 per share.
As a result of this sell off, ECL ownership will stand reduced to between 36% -43% in
EFoods and it will become the second largest shareholder of Engro Foods. The shareholders
of the ECL have approved the transaction at its EOGM held 5 August 2016. The transaction
is expected to close by end 2016.
In Engro Elengy Terminal Pakistan Limited (EETPL), ECL holding has reduced to 80% in
view of the International Finance Corporation (IFC) disbursement of its equity portion during
May 2016.

For the half year ended June 30, 2016
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Business Performance
Fertilizers
As a part of Government of Pakistan (GoP) political agenda to boost agricultural sector, it has
announced the reduction of urea price to PKR 1,400/bag from previous PKR 1,790/bag in
budget 2016. This reduction is to be shared by both manufacturers of Urea and the GoP by
cut in price, subsidy and reduction in GST.
Price uncertainty, poor crop economics and expected subsidy in the urea prices was among
the factors, which resulted in the lower urea offtake by 35% in the first half of the financial year
as compared to similar period last year. The decline was mainly due to poor crop economics
and price uncertainty amid rumors of subsidy on urea. However, subsidy announcement in
the Budget 2016, contributed to increase in off take, whereby in June urea off take was 624
KT. Resultantly, sale volumes in second quarter 2016 were up 41% quarter on quarter at
around 1.1 million tons, however, still trailed behind by 20% over second quarter last year.
EFert produced 922KT of urea of the half year as compared to 950KT for the similar period
last year. The decline of this 3% was due to the turnaround of Enven plant. Due to the overall
industry depressed off take, EFert sales was restricted to 528 KT in first half 2016 vs. 934
KT in first half 2015, registering a decline of 43%. On DAP sales, EFert improved its market
share from 25% to 26%.
Amid declined sales, the gross profit for the EFert was lower by 40% as compared to similar
period last year. Accordingly, EFert PAT was reduced by Rs 4.1 billion to Rs PKR 2.8 billion
compared to the same period last year.
EFert is in discussion with various relevant parties for allocation of surplus gas to ensure
continued gas supply to both plant smooth operations.
FOODS
During the period, EFoods gross margin improved from 25.8% to 27.4% on account of
favorable macroeconomic factors and operational efficiencies. The higher margin was the
overall effect of lower milk prices and fuel costs, however, the overall profitability was slightly
lower at Rs 1,961 million as compared to Rs 1,978 million for the similar period last year.
Both EFoods’ key brands, Olpers and Omung, delivered robust volumetric growth over the
same period last year. However, the company faced increased competition in the teawhitening segment, resulting in a loss of market share for Tarang. A strategy has been
implemented to improve the brands competitiveness. It is expected that the company will
regain market share in the later part of the year.
POLYMERS AND CHEMICALS
Engro Polymers and Chemicals Limited (EPCL) achieved highest ever production of PVC
and VCM during first half 2016 despite undergoing a planned shutdown. This was due to
the fact that PVC demand remained healthy on account of strong construction activity and
positive economic sentiment. Also, Chlor Alkali market remained stable in terms of volumes,
however, Caustic Soda margins remained under pressure due to competitive pricing
landscape.
During the period, EPCL revenue of Rs 11,161 million was lower by 10% as compared to the
same period last year. EPCL recorded PAT of PKR 40 million compared to a Loss After Tax
(LAT) of PKR 433 million for the same period last year. Strong performance of PVC segment
and lower financial charges contributed towards the company’s profitability.
ENERGY AND ENERGY INFRASTRUCTURE
The country is facing chronic electricity shortage which is due to demand growth with limited
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addition in generation capacity. In addition due to no or little investment in transmission and
distribution infrastructure, this problem is getting manifold. The Group is undertaking multiple
projects on a priority basis such as Liquefied Natural Gas (LNG) terminals, renewables and
gas and coal based power generating projects.
Engro Powergen Qadirpur Limited (EPQL) sales revenue for the period at PKR 4,715 million
was lower by 29% as compared to the same period last year due to lower load factor to the
grid at 43% as compared to 66% for the similar period last year on account of NTDC auto
transformer fire incident. Resultantly, EPQL earned a net profit of PKR 1,245 million in first
half 2016 as compared to PKR 951 million in same period last year.
During the first half, Engro Elengy Terminal Pakistan Limited (EETPL) handled 20 cargoes and
the total regasification during the half was 58 bcf. Also, maintenance dredging was carried
out in the berthing basin and PQA channel with the support of PQA; the post dredging
survey shows depth of 14m in compliance with the IA requirement.
During the period, EETPL lost its case against Custom Duty on FSRU and demand of PKR
1.3 billion was paid.
The Hub Power Company Limited (HUBCO) made a turnover of Rs 21,813 million as against
Rs 29,290 million for the 4th Quarter last year. The net profit of the HUBCO improved from
Rs 2,722 million in 2015 to Rs 3,560 million in the 4th quarter of this year. The earning
per share stood at Rs 3.08 for the quarter as against Rs 2.35 of last year. The increase in
consolidated earnings is on account of saving due to self operation and maintenance of Hub
and Narowal plants.
FINANCIAL PERFORMANCE
During the quarter ended 30 June 2016, the Company earned dividend income of Rs 2,944
million as against Rs 19,069 million (inclusive of Rs 18,019 million dividend received from
ex-subsidiary DH Fertilizers Limited in 2015). The profit after tax for the second quarter was
2,176 million as against 18,149 million for the similar period last year. The profit for the half
year was Rs 2,625 million vs Rs. 17,909 million of 2015.
Earnings per of the Company for the half year stood Rs 5.45 (2015: Rs 37.21)
The Group earned consolidated gross profit of Rs 7,006 million in Q2 2016 as compared to
a gross profit of Rs 12,746 million for the similar period last year. Consolidated gross profit
for the half year was Rs 17,459 million as against gross profit of Rs 23,937 million for the
similar period last year. This decline is mainly due to the low off take of urea as mentioned
above and stronger competition in the dairy market. After accounting for share of profit from
associate and joint ventures of Rs 1,469 million, the profit before tax for the half year stood
at Rs 10,409 million as against Rs 12,880 million for 2015.
Consolidated earnings per share was PKR 3.92 per share (2015: PKR 5.26 per share)
FUTURE OUTLOOK
Going forward, the macroeconomic outlook of the country remains buoyant owing to
improving energy situation, low interest rate environment, lower international commodities
prices and implementation of major energy and infrastructure development projects under
the China Pakistan Economic Corridor (CPEC). Upcoming external debt repayments and
sluggish exports and low inward remittances pose a risk to the exchange risk but the alltime high foreign exchange reserves and planned inflows under CPEC are likely to keep it
in check.
Post subsidy announcement, urea volumes have already started picking pace with 2H 2016
expected to witness an increase in volumes.
For the half year ended June 30, 2016
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In the Finance Act 2016, sales tax regime on dairy products was changed from zero-rating
to exempt and imposed 25% regulatory duty will have the effect of high cost to the company
and pressure on the profits of food business.
The Thar mining and power project in partnership between the Government, Engro, HUBCO,
HBL, Thal Limited and CMEC are expected to remain on track for completion in next three
years to help resolve the energy crisis in the Country. In April 2016, the financial close of Thar
mining and Power Projects was achieved and the construction activities have been initiated.
With respect to the 2x660 MW power being executed through China Power Hub Generation
Company (Private) Limited (CPHGC), the Hub Power Holdings Limited has selected the
contractors and the EPC contract for the Power Plant and the Jetty has been executed.
CPHGC has engaged with China Development Bank for achieving timely financial close and
also in negotiation with major coal suppliers for long term coal supply.

Samad Dawood
Chief Executive
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� � � � � � � 2.8
�� �
� ��� رو� � �� �
� ��� رو� ��۔
� �
 EFertا� دو�ں �� � �ار � � �
آ�� � � ا�� �� � �ل � � � �
�ر�� �

�ا�ات �ر� �۔

�رد و �ش

� � �� �� � EFoodsز�ر ���و ا�� �ا� اور �ر�ارى ا�اد �
ز����ہ �ت �
�
� ا�� �
�� �
�
�
�
��
�
� �ا� �
و� � � � 25.8%ھ � � � 27.4%
��۔ دودھ � ��ں اور ا��� � �� � � � �
� �
� � �� �
� ا�� �
��۔ اس � �و�د �� �� �� �ل � ا� �ت �  � 1,978رو�
� �
� �� �
� �� � � ��  � 1,961رو� ر�۔
� رواں �ت �
��اوارى � �
 � EFoodsدو�ں ا� �ا�ز ،او�ز اور اُ� � � �
� ز�د� ا��
� � �
�
�ا � �� �ل � ا� �ت �
�
� �� � �
�ر� �� � � � و� � ��� �ا��� ،ل �
�
� �
�ر� ��� �
� � وا� � �رو�ر �
� � آ�۔��ل
�� � �� ر� � � �� �
��
�
��
ا� ��ط �ِ � و� �� �
ان �ا�ز � �� �رى � � ����� � �� � � � �
�
� �
�ر� ��� دو�رہ �� �� �
�۔�� � � � �ل � ���� �� � �
�� �
��ب ���
� ا�
�۔
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�������ز اور

�
�ا��و ������
�� �
��
و� �� �
ر�
��ار�� �
�� �����ں

رواں �ت
� � 10%
�ت �
�
�ر�د� او

ا�� اور ا

��او
�� � ���
�� �
�
�
�� � ��
�
���� � �
�
�
�� و�

�
ز����ہ �
� � ��
ا� �ت
�
������ �
�۔ � ����ً
ا� �ت �

رواں �ل
اور اس �ت
ng Basin
�
� �� 14

رواں �ت
ادا � �۔

� 35%
���� �
ن �����ں �
�
� ������ى �
� 2016
�ا۔اس �

ت �
� 950
ٹ � ��
� ��
� �ھ �

� EFert
ت � 4.1

� �
� �
�ر�� �

� ا�� �
� �ا� �
� �
� رو�

د� ا��
��ل �
�۔��ل
� �� �
ب ���

�� �
�������ز اور �������

��
�
�� � � �
� )� �� � �2016 � (EPCL
�  PVCاور  � VCMا� ��ر�
�ا��و �������ز اور �������� � �
�� � �
�ح � �
��دى
��اوار �� � ا�� ا� �
ا� � �ہ � ڈاؤن � � �� ر�۔ اس � � �
�� �
����ں �
�
و� �� � � �
� ا�� اور � �� ر��ت � �و�  � PVCا�� �
��ا�
� �
ر�۔ ا� �ح � � ا�ر � � � Chlor Alkaliر� � � ر� ،ا� �� �ڈا �
��ار�� �
�
�� �����ں � �� � � ر�ن � �� د�ؤ � �ر ر�۔
� �
� رو� ر� � �� �ل � ا� �ت � �� �
�
�
آ�� 11,161
رواں �ت � � �EPCL
� �
�
) �PAT)،40رو� �
� �� � �� �ل � ا�
ر��رڈ �
��
� � 10%۔  �� EPCLاز � �
� �
��۔ � � � PVC
�ت �
� رو� � � از �� �ن )� (LAT
��
ر��رڈ �
� 433
� �
� � � � �� �
�ر�د� اور ا�ا�ت �
� ا�� � �� �۔

ا�� اور ا�� ا�اا��

� � اور � �
��اوارى ا�اد �
� ا�� � و� � � � � ��� � �ان � �ر �۔
�� � ���
�
�� �
��دى ڈ��ں �
� اور �
�رى � �ح � � �� �� � �� � ��
�
�� � �� � �
�
������ �
�
�
�
�
�
�
�
��۔
�
�
�ر
ا�
�رت
�
�
��دوں � �د ��ں � آ�ز �ر� � � �
�را �وپ � � � �
�� �� �
� � �
�
�
�
��
�
�
�
�
�
�
�
�
�
ر��ا� اور � اور �� � � وا� � � �
��اوار �
��ل � )� ،�� � (LNG
���� �
�� �
و��ہ۔
� �
��
� �
�
ز����ہ �ت
� رو� ر�
� )� � (EPQLو� � آ�� 4,715
� �ا��و�ور � �در �ر � �
�
� �
�
�
�� �ل
�
� � �� �ل � ا� �ت � �� �  � � � � 29%و� �ڈ � �ڈ �
�� � �
� ا� �ت � � �� � 66%
��
� � � �  � � �� � 43%و�  NTDCآ� �ا��� ا �����
��
� �
�۔ ����� �����ً � �� � � 2016
�  � EPQLا� �� � 1,245رو� ر� � � �� �ل �
� �
� رو� �۔
ا� �ت � دوران 951
�
�
�
��
��
�
رواں �ل � � �� �
� )� 20 � �(EETPLر� ا��
�� ،ا��و ا � ��� � ����� ��ن � �
اور اس �ت �
� ��  Regasification ، � 58 bcfر�۔ اس � �� �� � � PQAون �
 Berthing Basinاور � �� � ����� � PQAا� � � �۔ �ا� � � � �� وا� �وے
�
�
�
� � � ��� 14ا� �� � � � � �� � IAں � ���� �� �۔
�  � � EETPL، FRSUڈ�� �� � �ف ا� �� �ر� اور � � � 1.3
رواں �ت �
� رو� � ر�
ادا � �۔

Dawood Hercules Corporation Limited
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�
رو�
,722
��۔
� �
��۔
��

� ����

� 30
�ل
019
�ل
��
�
��

�وپ
�ل
رو�
آف
�ا���
��

ا��

�

�ا��
اور ��
��
�ں
� �
�
flow

��
��ر�
��دى
� �
�
�ڈا �

� �
�
� ا�
�

�۔
��
�
� ��
ر�

� ر�
� �ل
�
�����
�ل �

��
ن�
�وے

� ر�

��
� �
� �ور � �
�
��)� �� � (HUBCOو� �� �� �ل � �� � �� � 29,290
� �
�
رو� � �� �  � 21,813رو� ر�۔ اس �ح  � HUBCOا� �� � 2015
� �
� �
� اس �� �ل � �� � �� �
� رو� � �� �
� رو�
� �ھ � 3,560
2,722
�
�
��۔� � آ�� �� �ل � ا� �ت �  2.35رو� � �� � اس � �� � 3.08
� �
��۔ �� آ�� � اس ا�� � و� � اور �رووال �� � �� اور �دا�رى � و� �
�� وا� � �۔

� ���� �ر�د�

�
� �
� 30ن  �� � � 2016وا� �� �
� رو� ر� � � ��
� � � ڈ�� ��� �� آ�� 2,944
�
��
� �
� رو� � )� �
�ل ا� �� �
� �� �ذ� � � DH
� 19,069
� � � 2015
����ر � � �
�
� �
�
 �18,019رو� � ڈ�� ��� �� � �� �(۔ دو�ى � �� � � � � � از � �� ��
� �
� �
� رو� � �� �
� رو� ر�۔ رواں �ل � �
� 2,176
�ل � ا� �ت � 18,149
� �
�
�� � ��  � 2015ا� �ت �  � 2,625 � �� � 17,909رو� ر�۔ اس ��
� � � � � آ�� 5.45رو� ر� )� � � 2015
�
�  37.21رو� � � �(۔
� �
�وپ �  � 2016دو�ى � �� �
� � ��
� رو� � ا�� �� �� �� �
� 7,006
�
� �
�
�
�� ��� 17,459
�ل � ا� �ت � �� �� � 12,746رو� ��۔ اس �� � �
رو� ر� � �� �ل � ا� �ت �
�
��دى و��ت �� �ر �� �
�
 �23,937رو� �۔اس � � � �
�
� �
�ر� �
� �
� � �� � ر�ن �� � ،
� � اور �
آف �
� �۔
� �
�� � او� � � ذ� �
ڈ� ��ى
� �
�ا��� � �
ا� اور �ا� � �
� � ��ں � � � � � ،از �� �� رواں
و��ز � 1,469
� �
� �
� رو� ر� � � � 2015
�� �
� 10,409
� رو� �۔
� 12,880
ا�� � � آ��  3.92رو� ر� )� � � 2015
�  5.26رو� � � �(۔

� � آ�ر

�
�
�ا�� � �ا� � � �رت �ل� � ،ح �د� � � ،
ا��� �ف � �������ں �
��
� ا��ا� � � �
�
�
�� �
� ��ن ا�� �ر�� �ور ) � � � (CPECا�� اور ا�اا�� � �
��م � �� آ�
اور
�
�
�
� � � �� �� �رت �ل � ا�ر�� �ں � ��� � �ى � �� �۔ ��و� ��ں � آ�ہ
���ت زر �
�
رو�آ�ات اور �
� � زر�د� � �ح � � �ہ � � � ��
�ں � ادا�� � � ،
� �
�
� �� � �� � � �ر� � � �
�� �ح � ��د زر�د� � ذ�� اور � � � CPECزہ
 Inflowا� ��ار �
ر� �۔
11

For the half year ended June 30, 2016

�

دو

�
�
ا�

�
ا�
�
�

�
��
C
�
�

�

��

�
�
�
�
3.
�

�
�
�
�
�

�
�
�
�
�۔
ں

� �
���� ���ى � ا�ن � � �� �ر�� � � �
� � ���ى آ� �وع �� � اور �� � � � 2016
�
د� �
� اس � � �
دو�ى �� �
� آ� �۔
� ا�� �
�
���
� �
ڈ��ى ��ت � ���� �� �
ا� � 2016
� �
�� �� ا� �
� �
ز��و
��
ر� � Exempt
�
�
�
�
�
�
� اور  25%ر �����ى ڈ�� �� �� �دى �۔ اس ڈ�� �� � �ذ � � � � �
�د�� �
��اوارى �� �
�
ا�� �� اور �رد و �ش � �رو�ر � ��ں � د�ؤ �� �۔
��� �
��
��
�� � � � �� �و � ��
�و،
ا�
��،
�
�،
� اور �� CMEC
� � � ،HUBCO،HBL
�
�
ا�اك � �وع � � �۔ ا� � �
�
� �ل �
� � �� �
��
�� � اور ان � ���� �
�
� �ا�� � �ان � �� �� � �
�
� �د � �۔ �
 ��� �2016اور �ور �و � ��� �
ا��
�
� � اور �
����ں � آ�ز��� �۔
��ا�
�� �ز�� ��� �
�
��
�� �ور � � � �
)�ا�� � �
�
�
ذر� � 2x660
�� �
�� واٹ � �
� )� (CPHGC
�( � �
��
��
��
��اوار� �ل � �� � �ور
���ز � ا�ب ��� � اور �ور �� � �
���� �
� �
������� � � � �
��
�
� EPC
�� اور � � �� �� � �  �� CPHGCڈو � �
� � ا�اك � �
�� ��ن � �� � �
�و� �� �ز � �ل اور �� � �ے �
�� ا�ت �ا�
� ��ں � � �م �ر� �۔

� داؤد

� �� �
��
��
ا� � �
�

�
�
�ہ
�
زہ
Dawood Hercules Corporation Limited
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AUDITORS’ REPORT TO THE MEMBERS ON 
REVIEW OF UNCONSOLIDATED CONDENSED
INTERIM FINANCIAL INFORMATION 
Introduction
We have reviewed the accompanying unconsolidated condensed interim balance sheet of
Dawood Hercules Corporation Limited (the Company) as at June 30, 2016 and the related
unconsolidated condensed interim profit and loss account, unconsolidated condensed
interim statement of comprehensive income, unconsolidated condensed interim statement
of changes in equity, unconsolidated condensed interim cash flow statement together with
the notes forming part thereof for the six months period then ended (here-in-after referred to
as the ‘unconsolidated condensed interim financial information’). Management is responsible
for the preparation and presentation of this unconsolidated condensed 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 unconsolidated
condensed interim financial information based on our review.
The figures included in the unconsolidated condensed interim profit and loss account and
unconsolidated condensed interim statement of comprehensive income for the quarters
ended June 30, 2016 and 2015 and the notes forming part thereof have not been reviewed
as we are required to review only the cumulative figures for the six months period ended
June 30, 2016.
Scope of Review
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 the 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.
Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the
accompanying unconsolidated condensed interim financial information is not prepared, in
all material respects, in accordance with approved accounting standards as applicable in
Pakistan for interim financial reporting.
Chartered Accountants
Karachi
Audit Engagement Partner: Khurshid Hasan

For the half year ended June 30, 2016
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Unconsolidated Condensed
Interim Balance Sheet (Unaudited - Note 2)
As at June 30, 2016
Note

ASSETS
NON CURRENT ASSETS
Property, plant and equipment
Intangible assets
Long term investments
Defined benefit asset - funded gratuity

June 30,
December 31,
2016
2015
(Unaudited)
(Audited)
--------(Rupees in ‘000)--------

6

138,344
37,478,025
37,616,369

130,733
1
37,573,738
2,593
37,707,065

3,512
39,476
10,773
830,089
883,850

7,073
34,826
114,532
1,008,059
1,164,490

TOTAL ASSETS

38,500,219

38,871,555

EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Authorised share capital

10,000,000

10,000,000

4,812,871
28,474,662
33,287,533

4,812,871
28,982,384
33,795,255

8
9

3,836,965
1,650
3,838,615

3,889,143
587
3,889,730

8
10
11

104,357
30,882
959,935
47,939
230,958
1,374,071

103,442
431,808
446,982
99,642
104,696
1,186,570

38,500,219

38,871,555

7

CURRENT ASSETS
Short term advances
Short term deposits and prepayments
Other receivables
Cash and bank balances

Issued, subscribed and paid up share capital
Revenue reserves
NON CURRENT LIABILITIES
Long term financing
Defined benefit liability
CURRENT LIABILITIES
Current portion of long term financing
Short term running finance
Trade and other payables
Accrued mark-up
Taxation - net

TOTAL EQUITY AND LIABILITIES
CONTINGENCIES AND COMMITMENTS

12

The annexed notes 1 to 21 form an integral part of these unconsolidated condensed interim
financial statements.
Karachi
August 26, 2016
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Samad Dawood
Chief Executive
Dawood Hercules Corporation Limited

M. Abdul Aleem
Director

Unconsolidated Condensed Interim Profit
and Loss Account (Unaudited - Note 2)

For the Quarter and Six Months Period Ended June 30, 2016
Quarter ended
Note

Dividend income

June 30, 2016 June 30, 2015 June 30, 2016 June 30, 2015
--------------------------(Rupees in ‘000)--------------------------------2,943,708

19,068,871

3,720,327

19,227,699

Administrative expenses
Gross profit

(222,232)
2,721,476

(736,210)
18,332,661

(409,602)
3,310,725

(1,098,198)
18,129,501

Other operating expenses
Other income
Operating profit

(434)
6,259
2,727,301

(210)
1,958
18,334,409

(660)
8,705
3,318,770

(210)
506
18,129,797

Finance costs
Profit before taxation

(85,837)
2,641,464

(30,167)
18,304,242

(169,600)
3,149,170

(53,587)
18,076,210

Taxation

(465,654)

(155,411)

(524,410)

(167,323)

Profit after taxation

2,175,810

18,148,831

2,624,760

17,908,887

4.52

37.71

5.45

37.21

Earnings per share (Rupees)
- basic and diluted

14

Six months period ended

15

The annexed notes 1 to 21 form an integral part of these unconsolidated condensed interim financial statements.

Karachi
August 26, 2016

Samad Dawood
Chief Executive
For the half year ended June 30, 2016

M. Abdul Aleem
Director
15

Unconsolidated Condensed Interim Statement of
Total Comprehensive Income (Unaudited - Note 2)
For the Quarter and Six Months Period Ended June 30, 2016
Quarter ended
Six months period ended
June 30,
June 30,
June 30,
June 30,
2016
2015
2016
2015
-------------------(Rupees in ‘000)------------------Profit after taxation

2,175,810

18,148,831

2,624,760

17,908,887

(4,116)

810

(4,116)

810

2,171,694

18,149,641

2,620,644

17,909,697

Other comprehensive income for
  the period

Items that will not be reclassified
to profit or loss
Remeasurements of staff
retirement benefits
Total comprehensive income for
  the period

The annexed notes 1 to 21 form an integral part of these unconsolidated condensed interim
financial statements.

Karachi
August 26, 2016
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Samad Dawood
Chief Executive
Dawood Hercules Corporation Limited

M. Abdul Aleem
Director

Unconsolidated Condensed Interim Statement
of Changes in Equity (Unaudited - Note 2)
For the Six Months Period Ended June 30, 2016

Issued,
subscribed
and paid up
share capital

Revenue reserves
Unappropriated
profit

General
reserve

Total

Sub-total

------------------------------------ (Rupees in ‘000) -----------------------------------4,812,871

700,000

14,344,945

15,044,945

19,857,816

-

-

17,908,887
810

17,908,887
810

17,908,887
810

-

-

17,909,697

17,909,697

17,909,697

-

-

(481,287)

(481,287)

(481,287)

Balance as at June 30, 2015

4,812,871

700,000

31,773,355

32,473,355

37,286,226

Balance as at January 1, 2016

4,812,871

700,000

28,282,384

28,982,384

33,795,255

-

-

2,624,760
(4,116)

2,624,760
(4,116)

2,624,760
(4,116)

-

-

2,620,644

2,620,644

2,620,644

-

-

(1,925,148)

(1,925,148)

(1,925,148)

-

-

(1,203,218)

(1,203,218)

(1,203,218)

4,812,871

700,000

27,774,662

28,474,662

33,287,533

Balance as at January 1, 2015

Total comprehensive income
for the period
Profit for the period
Other comprehensive income
Total comprehensive income
for the period
Transaction with owners

Final cash dividend for the year
ended December 31, 2014
(Rs 1/- per ordinary share)

Total comprehensive income
  for the period

Profit for the period
Other comprehensive income
Total comprehensive income
for the period
Transactions with owners

Final cash dividend for the year
ended December 31, 2015
(Rs 4/- per ordinary share)
Interim cash dividend for the
year ending December 31,
2016 (Rs 2.5/- per ordinary share)
Balance as at June 30, 2016

Proposed interim dividend and transfer between reserves made subsequent to the half year ended June 30, 2016
are disclosed in note 21 to these financial statements.
The annexed notes 1 to 21 form an integral part of these unconsolidated condensed interim financial statements.

Karachi
August 26, 2016

Samad Dawood
Chief Executive
For the half year ended June 30, 2016

M. Abdul Aleem
Director
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Unconsolidated Condensed Interim
Cash Flow Statement (Unaudited - Note 2)
For the Six Months Period Ended June 30, 2016

Note
CASH FLOWS FROM OPERATING ACTIVITIES
Cash utilised in operations
Finance cost paid
Taxes paid
Staff retirement and other service benefits paid
Net cash utilised in operating activities

16

Six months period ended
June 30,
June 30,
2016
2015
--------(Rupees in ‘000)-------305,902
(221,303)
(398,148)
(521)
(314,070)

(405,482)
(52,485)
(117,838)
(2,747)
(578,552)

(20,104)
976
7,472
3,720,327
3,708,671

(37,351)
18
(18,761,099)
(10)
800,000
2,447
19,227,699
1,231,704

(51,263)
(3,120,382)
(3,171,645)

(43,940)
750,000
(479,326)
226,734

Net increase in cash and cash equivalents

222,956

879,886

Cash and cash equivalents at the beginning of the period

576,251

(250,758)

799,207

629,128

CASH FLOWS FROM INVESTING ACTIVITIES
Additions to property, plant and equipment
Proceeds from disposal of property, plant and equipment
Long term investments made in associates
Investment in subsidiary - Bubber Sher (Private) Limited
Advance received against disposal of DH Fertilizers Limited
Interest received from bank deposits
Dividends received
Net cash generated from investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Long term financing repaid
Long term financing obtained
Dividends paid
Net cash (utilised in) / generated from financing activities

Cash and cash equivalents at the end of the period
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The annexed notes 1 to 21 form an integral part of these unconsolidated condensed interim financial
statements.

Karachi
August 26, 2016
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Samad Dawood
Chief Executive
Dawood Hercules Corporation Limited

M. Abdul Aleem
Director

Notes to and Forming Part of the Unconsolidated
Condensed Interim Financial Statements
(Unaudited Note - 2)
For the Six Months Period Ended June 30, 2016

1.

GENERAL INFORMATION

1.1

Dawood Hercules Corporation Limited (the Company) was incorporated in Pakistan
on April 17, 1968 as a public limited company under the Companies Act, 1913
(now Companies Ordinance, 1984) and its shares are quoted on the Pakistan Stock
Exchange Limited. The principal activity of the Company is to manage investments
in its subsidiary and associated companies. The registered office of the Company is
situated at Dawood Center, M.T. Khan Road, Karachi.

1.2.

During the period ended June 30, 2015, the Company entered into re-negotiation
with Pakarab Fertilizers Limited (PAFL) for the disposal of entire shareholding in its
wholly owned subsidiary DH Fertilizers Limited (DHFL) and Bubber Sher (Private)
Limited (BSPL). After detailed negotiations, the Company signed a Share Purchase
Agreement (SPA) with PAFL. Further, subsequent to the period ended June 30,
2015, the shares of DHFL have been transferred in the name of Fatima Fertilizer
Company Limited (assignee of PAFL as per the terms of the SPA).

1.3

During the year ended December 31, 2015, the Company had reassessed the
control conclusion of its investment in Engro Corporation Limited (ECL) as a result
of adoption of International Financial Reporting Standards (IFRS) - 10 ‘Consolidated
Financial Statements’, by Securities and Exchange Commission of Pakistan (SECP),
that although, the Company has less than 50% voting rights in ECL, however, based
on the absolute size of the Company’s shareholdings, the relative size of other
shareholdings and the number of representation on ECL’s Board, the Company has
the ability to exercise control over ECL as per the terms of IFRS 10. Henceforth, the
Company is deemed to be the Holding Company of ECL.

2.

BASIS OF PREPARATION AND PRESENTATION

2.1

These unconsolidated condensed interim financial statements of the Company for
the six months period ended June 30, 2016 have been prepared in accordance with
the requirements of the International Accounting Standard (IAS) 34 - Interim Financial
Reporting and provisions of and directives issued under the Companies Ordinance,
1984, (the Ordinance). In case where requirements differ, the provisions of or
directives issued under the Ordinance have been followed. These unconsolidated
condensed interim financial statements should be read in conjunction with the
annual financial statements for the year ended December 31, 2015, which have
been prepared in accordance with International Financial Reporting Standards
(IFRSs).

2.2

These unconsolidated condensed interim financial statements comprise of the
condensed interim balance sheet as at June 30, 2016 and the condensed interim
profit and loss account, the condensed interim statement of total comprehensive
income, the condensed interim statement of changes in equity, the condensed
interim cash flow statement and notes thereto for the six months period then ended
which have been subjected to a review in accordance with Listing Regulations but
not audited. These unconsolidated condensed interim financial statements also
include the condensed interim profit and loss account for the quarter ended June
30, 2016 which was not subjected to review.

For the half year ended June 30, 2016
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Notes to and Forming Part of the Unconsolidated
Condensed Interim Financial Statements
(Unaudited Note - 2)
For the Six Months Period Ended June 30, 2016

2.3

The comparative balance sheet presented in these unconsolidated condensed interim
financial statements as at December 31, 2015 has been extracted from the audited
financial statements of the Company for the year then ended. The comparative
unconsolidated condensed interim profit and loss account, unconsolidated
condensed interim statement of total comprehensive income, unconsolidated
condensed interim statement of changes in equity and unconsolidated condensed
interim cash flow statement for the six months period ended June 30, 2015 have
been extracted from the unconsolidated condensed interim financial statements of
the Company for the six months period then ended. The comparative condensed
interim profit and loss account for the quarter ended June 30, 2015 is also included
in these unconsolidated condensed interim financial statements.

3.

ACCOUNTING POLICIES

3.1

The accounting policies and the methods of computation adopted in the preparation
of these unconsolidated condensed interim financial statements are the same as
those applied in the preparation of the financial statements for the year ended
December 31, 2015.

3.2

New standards, amendments and interpretations that are mandatory for accounting
periods beginning on or after January 1, 2016 are considered not to be relevant or to
have any significant effect on the Company’s financial reporting and operations and
are, therefore, not disclosed in these unconsolidated condensed interim financial
statements.

4.

ACCOUNTING ESTIMATES
The preparation of unconsolidated condensed interim financial statements requires
management to make judgments, estimates and assumptions that affect the
application of accounting policies and the reported amounts of assets, liabilities,
income and expenses. Actual results may differ from these estimates. 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. Revision to accounting estimates are
recognised prospectively commencing from the period of revision.
In preparing these unconsolidated condensed interim financial statements, the
significant judgments made by management in applying the Company’s accounting
policies and the key sources of estimating uncertainty were the same as those that
were applied to the financial statements for the year ended December 31, 2015.

5.

SEASONALITY OF OPERATIONS
The principal activity of the Company is to manage investments in its subsidiary
and associated companies. Revenue of the Company mainly comprises dividend
income which is dependent on the profitability and the decisions of directors and
shareholders of the subsidiary and associated companies regarding the declaration
and approval of dividends, whereas the majority of costs of the Company are fixed
and hence, are more evenly spread throughout the year.
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Notes to and Forming Part of the Unconsolidated
Condensed Interim Financial Statements
(Unaudited Note - 2)
For the Six Months Period Ended June 30, 2016
Note
6.

6.1

PROPERTY, PLANT AND EQUIPMENT
Operating fixed assets
6.1
Capital work-in-progress - advance to supplier

109,044
29,300
138,344

117,733
13,000
130,733

Net book value at the beginning of the period/year
Add: Additions during the period / year
6.1.1

117,733
3,804
121,537

77,926
61,650
139,576

482

2,581

12,011
12,493

19,262
21,843

109,044

117,733

274
2,142
1,388
3,804

11,298
4,098
35,947
10,307
61,650

348
134
482

75
2,506
2,581

23,308,927
14,169,098
37,478,025

23,308,927
14,169,098
95,713
37,573,738

23,308,927

23,308,927

23,308,927

23,308,927

Less: Disposals during the period / year
- net book value
Depreciation charged during the
period / year

6.1.2

Net book value at the end of the period / year
6.1.1

Additions during the period / year
Leasehold improvements
Furniture, fittings and equipment
Motor vehicles
Data processing equipment

6.1.2

Disposals during the period / year
- net book value
Data processing equipment
Motor vehicles

7.

LONG TERM INVESTMENTS
Investment in subsidiary company
Investment in associate
Others at cost - e2e Business Enterprise
(Private) Limited - unquoted

7.1

June 30,
December 31,
2016
2015
(Unaudited)
(Audited)
-------(Rupees in ‘000) -------

7.1
7.2
7.3

Investment in subsidiary company
Engro Corporation Limited (ECL) - quoted
194,972,555 (December 31, 2015:
194,972,555) ordinary shares of Rs 10 each

Percentage of holding 37.22% (December 31, 2015: 37.22%).
7.1.1

The market value of investment in ECL as at June 30, 2016 was Rs 64,920 million
(December 31, 2015: Rs 54,473 million).

For the half year ended June 30, 2016
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Notes to and Forming Part of the Unconsolidated
Condensed Interim Financial Statements
(Unaudited Note - 2)
For the Six Months Period Ended June 30, 2016

7.1.2

The details of shares pledged as security against finance facilities are as follows:
As at June 30, 2016
Number Face value
of shares of pledged
pledged
shares

Bank

Market
value of
pledged
shares

As at December 31, 2015
Market
value of
pledged
shares

Number
of shares
pledged

Face value
of pledged
shares

----(Rupees in ‘000) ----

(in ‘000)

----(Rupees in ‘000) ----

(in ‘000)

15,131

151,308

15,131

Pledged in favour of Fatima
Fertilizer Company Limited
against potential liabilites of DHFL
Meezan Bank Limited as agent - (note 12.1)

7.2

5,038,102

151,308

4,227,394

June 30,
December 31,
2016
2015
(Unaudited)
(Audited)
-------(Rupees in ‘000) -------

Investment in associate

The Hub Power Company Limited (HUBCO) - quoted 14,169,098
172,582,000 (December 31, 2015: 172,582,000)
ordinary shares of Rs 10 each

14,169,098

14,169,098

14,169,098

Percentage of holding 14.91% (December 31, 2015: 14.91%).
7.2.1

The market value of investment in the HUBCO as at June 30, 2016 was Rs 20,720
million (December 31, 2015: Rs 17,707 million).

7.2.2

The Company has 14.91% (December 31, 2015: 14.91%) of the voting power in
HUBCO by virtue of its shareholding. Due to the representation of the Company’s
nominees on the Board of Directors of HUBCO, the Company has significant
influence over HUBCO.

7.2.3

The details of shares pledged as security against various facilities are as follows:

Bank

As at June 30, 2016
Market
value of
pledged
shares
(in ‘000) ----(Rupees in ‘000) ----

Number Face value
of shares of pledged
pledged
shares

As at December 31, 2015
Market
Face value
value of
of pledged
pledged
shares
shares
(in ‘000) ----(Rupees in ‘000) ----

Number
of shares
pledged

Pledged against financing
facilities availed by the Company
Long Term:
Allied Bank Limited

82,570

825,700

9,913,354

82,570

825,700

8,471,682

Short Term:
Bank Al Habib Limited
United Bank Limited
Habib Metropolitan Bank Limited

31,256
15,656
5,200

312,560
156,560
52,000

3,752,595
1,879,659
624,312

31,256
15,656
-

312,560
156,560
-

3,206,866
1,606,306
-
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Notes to and Forming Part of the Unconsolidated
Condensed Interim Financial Statements
(Unaudited Note - 2)
For the Six Months Period Ended June 30, 2016
Note
7.3

Other investment
e2e Business Enterprises (Private) Limited
(e2eBE) - unquoted
11,664,633 (December 31, 2015: 23,770,701)
ordinary shares of Rs 10 each)

June 30,
December 31,
2016
2015
(Unaudited)
(Audited)
-------(Rupees in ‘000) -------

95,713

Less: Nil (December 31, 2015: 12,106,068) Ordinary
shares disposed of during the year / period
Less: Provision for impairment

7.3.1

(95,713)
-

11,664,633 (December 31, 2015: 11,664,633)

237,707

(121,061)
(20,933)
95,713

Percentage of holding 19.14% (December 31, 2015: 19.14%).
7.3.1

The Company had made an investment in e2eBE which was set up for the
production, sale and marketing of Rice Bran Oil (RBO) and was planned to start
commercial operations in 2014. However, due to certain technical issues it has not
been able to start the commercial operations of the project till date. Further, due to
serious financial and liquidity crises, it has not been able to service its outstanding
loans and working capital requirement.
The Company has assessed the carrying amount of its investment in e2eBE in
accordance with the requirements of IAS 36 ‘Impairment of Assets’ and recorded an
impairment loss of Rs 95.713 million representing the full amount of its investment
as the possibility of turnaround of e2eBE operations is remote.

8.

8.1.

LONG TERM FINANCING

June 30,
December 31,
2016
2015
(Unaudited)
(Audited)
-------(Rupees in ‘000) -------

Long term finance under mark-up arrangement 8.2
Syndicated term finance arrangement
8.3
8.1

191,322
3,750,000
3,941,322

242,585
3,750,000
3,992,585

Less : Current portion of long term financing

104,357
3,836,965

103,442
3,889,143

Balance as at January 1
Availed during the period / year
Repayment during the period / year
Balance as at June 30 / December 31

3,992,585
(51,263)
3,941,322

330,465
3,750,000
(87,880)
3,992,585

For the half year ended June 30, 2016
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Notes to and Forming Part of the Unconsolidated
Condensed Interim Financial Statements
(Unaudited Note - 2)
For the Six Months Period Ended June 30, 2016

8.2

This represents utilised portion of long term finance facility under mark-up
arrangement (conventional financing facility) from Allied Bank Limited (ABL)
aggregating Rs 380 million (December 31, 2015: Rs 380 million). The finance facility
is secured by way of hypothecation charge over all assets of the Company with
25% margin and pledge of HUBCO shares with 50% margin as more fully explained
in note 7.2.3. The facility carries mark-up at the rate of six months KIBOR plus 200
basis points per annum. The facility is for the period of 5 years and is payable semi
annually in arrears with the first principal repayment made on July 5, 2013. The
facility will be repaid in full by July 2017.

8.3

This represents utilized portion of syndicated term finance facility (conventional
financing facility) sanctioned by a syndicate of banks led by Allied Bank Limited
aggregating to Rs 4,000 million (December 31, 2015: 4,000 million). The facility
is secured against shares of HUBCO at 50% margin as detailed in note 7.2.3. The
facility carries mark-up at the rate of six months KIBOR plus 200 basis points per
annum payable semi annually. The facility is for a period of 5 years and is payable
semi annually with the first principal repayment to be made after the expiry of the 2
years grace period commencing from November 2017.

9.

DEFINED BENEFIT LIABILITY
- Funded gratuity
- Unfunded gratuity

10.

24

539
1,111
1,650

587
587

30,882

431,808

SHORT TERM RUNNING FINANCE
Running finance under mark-up arrangement 9.1

10.1.

June 30,
December 31,
2016
2015
(Unaudited)
(Audited)
-------(Rupees in ‘000) -------

This represents utilized portion of short-term finance facilities (conventional financing
facility) aggregating to Rs 3,800 million (2015: Rs 3,000 million) obtained under
mark-up arrangements from various banks. The facilities are secured by way of
Pledge of HUBCO shares (2015: HUBCO shares) as more fully explained in note
7.2.3. The rates of mark-up applicable to the facilities range from three months
KIBOR plus 75 basis points to three months KIBOR plus 95 basis points (2015:
three months KIBOR plus 90 basis points to three months KIBOR plus 95 basis
points) per annum. As at June 30, 2016, financing facility aggregating to Rs 3,000
million has expired out of which financing faciltiy of Rs 2,500 is in the process of
renewal.

Dawood Hercules Corporation Limited

Notes to and Forming Part of the Unconsolidated
Condensed Interim Financial Statements
(Unaudited Note - 2)
For the Six Months Period Ended June 30, 2016

11.

TRADE AND OTHER PAYABLES
Creditors
Accrued expenses
Dividend payable
Unclaimed dividend
Others

June 30,
December 31,
2016
2015
(Unaudited)
(Audited)
-------(Rupees in ‘000) ------1,713
46,518
854,423
56,355
926
959,935

12.

CONTINGENCIES AND COMMITMENTS

12.1

Contingent liabilities

354,052
44,371
48,371
188
446,982

The Company has pledged 15.131 million shares of ECL with Meezan Bank Limited
(as Agent) in favour of Fatima Fertilizer Company Limited (Fatima) and a corporate
guarantee in favour of DHFL and Fatima against potential tax liabilities of DHFL in
respect of period ending on or prior to June 30, 2015. The pledged shares will be
released upon completion of two years from the filing date of Income Tax Return
for the year ended December 31, 2015 i.e. September 30, 2016. The corporate
guarantee will remain in full force and effect for five years and will be released on
the later of September 30, 2021 or the date on which subject tax liabilities are finally
settled / disposed off or withdrawn.
June 30,
December 31,
2016
2015
(Unaudited)
(Audited)
-------(Rupees in ‘000) ------12.2

Commitments in respect of operating lease
not later than one year

13.

FINANCING STRUCTURE / MODE

11,326

7,885

830,089

1,008,059

3,941,322
30,882
3,972,204

3,992,585
431,808
4,424,393

-

-

Conventional mode:
Assets
Cash and bank balances
Liabilities
Long term financing
Short term running finance
Shariah compliant mode:
Assets
Liabilities

For the half year ended June 30, 2016
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Six months period ended
June 30,
2016

June 30,
2015

(Unaudited)
(Unaudited)
-------(Rupees in ‘000) ------14.

DIVIDEND INCOME
Subsidiary - Engro Corporation Limited
Former Subsidiary - DH Fertilizers Limited
Associate - The Hub Power Company Limited

15.

2,339,671
1,380,656
3,720,327

1,050,075
18,018,796
158,828
19,227,699

EARNINGS PER SHARE
Quarter
ended June
30, 2016

Six months Six months
Quarter
period ended
period
ended June
June 30,
ended June
30, 2015
2016
30, 2015

------------------------(Rupees in ‘000)-----------------------Profit after taxation

2,175,810

18,148,831

2,624,760

17,908,887

---------------------- (Number of shares) ---------------------Weighted average number of
ordinary shares outstanding
during the period

481,287

481,287

481,287

481,287

---------------------------- (Rupees) ---------------------------Earnings per share

15.1

26

4.52

37.71

5.45

37.21

There were no dilutive potential ordinary shares outstanding as at June 30, 2016
or 2015.
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Notes to and Forming Part of the Unconsolidated
Condensed Interim Financial Statements
(Unaudited Note - 2)
For the Six Months Period Ended June 30, 2016
Note

16.

CASH UTILISED IN OPERATIONS
Profit before taxation
Adjustments for non cash expenses and
other items:
Depreciation and amortisation
Finance cost
Gain on disposal of property, plant and
equipment
Impairment charge
Other Receivable written off
Unrealised exchange (gain) / loss on
consultancy services from McKinsey &
Company
Dividend income
Provision for staff retirement and
other service benefits
Income on bank deposits
Working capital changes

16.1
16.2

Cash utilised in operations
16.1

3,149,170

18,076,210

12,012
169,600

8,779
53,587

(494)
95,713
920

(17)
-

(14)
(3,720,327)

1,958
(19,227,699)

3,261
(7,472)
603,533
(2,843,268)
305,902

2,026
(2,447)
682,121
(18,481,692)
(405,482)

This represents profit earned on balances maintained with banks in conventional
accounts.
Note

16.2

Six months period ended
June 30,
June 30,
2016
2015
(Unaudited)
(Unaudited)
-------(Rupees in ‘000) -------

Working capital changes
Decrease / (increase) in current assets
Short term advances
Short term deposits and prepayments
Other receivables
Interest accrued on bank deposits and
investments

16.2.1
16.2.2

Increase in trade and other payables

Six months period ended
June 30,
June 30,
2016
2015
(Unaudited)
(Unaudited)
-------(Rupees in ‘000) -------

3,561
(4,650)
102,839

(6,106)
(39,413)
497

101,750

915
(44,107)

501,783
603,533

726,228
682,121

16.2.1 The advances provided to employees, contractors and suppliers does not carry any
mark up.
16.2.2 These deposits and prepayments does not carry any mark up.

For the half year ended June 30, 2016
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Six months period ended
June 30,
June 30,
2016
2015
(Unaudited)
(Unaudited)
-------(Rupees in ‘000) ------17.

CASH AND CASH EQUIVALENTS
Cash and bank balance
Short term running finance

830,089
(30,882)
799,207

18.

FINANCIAL RISK MANAGEMENT AND FINANCIAL DISCLOSURES

18.1

Financial risk factors

638,593
(9,465)
629,128

The Company’s activities expose it to a variety of financial risks: market risk (including
interest rate risk, currency risk and price risk), credit risk and liquidity risk.
These unconsolidated condensed interim financial statements do not include all
financial risk management information and disclosures which are required in the
annual financial statements and should be read in conjunction with the Company’s
annual financial statements as at December 31, 2015. There have been no changes
in any risk management policies since the year end.

18.2

Fair value of financial assets and liabilities
The carrying value of all financial assets and liabilities reflected in this unconsolidated
condensed interim financial statements approximate their fair values.
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19.

RELATED PARTY TRANSACTIONS
Significant transactions with related parties are as follows:
Six months period ended
June 30,
June 30,
2016
2015
(Unaudited)
(Unaudited)
-------(Rupees in ‘000) ------Subsidiary companies
Reimbursement of expenses by the Company

-

46

Reimbursement of expenses to the Company

3,102

1,193

Sale of goods and services

-

159

Purchase of goods and services

-

12

Purchase of investments

-

18,018,796

2,339,671

18,018,796

-

10

12,494

11,372

Dividend income
Investment in subsidiary
- Bubber Sher (Private) Limited
Associates
Purchase of goods and services
Sale of goods and services
Dividend income

2,910

2,867

1,380,656

1,208,903

Reimbursement of expenses from associates

3,781

2,567

Reimbursement of expenses to associates

1,547

1,208

Commitment in respect of operating lease

-

5,332

Membership fee and other subscriptions

-

86

159,792

96,985

11,980

11,393

720

-

825

-

Key management personnel
Salaries and other short term employee benefits
Post retirement benefit plans
Sale of property, plant and equipment
Other related parties
Reimbursement of expenses to the Company
Membership fee and other subscriptions

2

-

Contribution to staff gratuity fund

3,261

2,747

Contribution to staff provident fund

5,872

10,037

For the half year ended June 30, 2016
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20.

GENERAL

20.1

All financial information, except as otherwise stated, has been rounded to the
nearest thousand of rupees.

20.2

These unconsolidated condensed interim financial statements were authorised for
issue by the Board of Directors on August 26, 2016.

21.

NON-ADJUSTING EVENT AFTER THE BALANCE SHEET DATE
The Board of Directors in its meeting held on August 26, 2016 has proposed an
interim cash dividend of Rs 9 per share amounting to Rs. 4,332 million (2015: Rs
12/- per share) for the half year ended June 30, 2016. These financial statements
do not recognise the proposed dividend from unappropriated profit as it has been
proposed subsequent to balance sheet.

Karachi
August 26, 2016
30

Samad Dawood
Chief Executive
Dawood Hercules Corporation Limited

M. Abdul Aleem
Director

Consolidated
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Consolidated Condensed Interim
Balance Sheet
As at June 30, 2016

(Amounts in thousand)
Note

June 30
December 31,
2016
2015
(Unaudited)
Audited
------------Rupees------------

ASSETS
Non-current assets
Property, plant and equipment
Biological assets
Intangible assets
Deferred taxation
Goodwill
Deferred employee compensation expense
Long term investments
Defined benefit asset - funded gratuity
Long term loans and advances

5

127,441,095
214,851
956,761
4,500,401
9,191,387
10,529,996
152,834,491

128,534,524
1,024,251
4,777,248
982,699
4,500,401
147,456
9,598,639
2,593
3,758,094
153,325,905

7,317,420
16,575,490
7,205,751
1,850,106
4,948,514
782,388
25,012,340
5,965,565
69,657,574
28,396,249
250,888,314

7,679,172
14,088,701
6,733,613
92,986
29,207
1,549,898
8,049,202
2,245,086
14,050,112
5,120,357
59,638,334
212,964,239

Current assets
Stores, spares and loose tools
Stock-in-trade
Trade debts
Deferred employee compensation expense
Derivative financial instruments
Loans, advances, deposits and prepayments
Other receivables
Taxes recoverable
Short term investments
Cash and bank balances
Assets Attributable to discontinued operations
TOTAL ASSETS
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(Amounts In thousand)
Note

June 30
December 31,
2016
2015
(Unaudited)
Audited
------------Rupees------------

EQUITY AND LIABILITIES
Equity
Share capital
Employee share compensation reserve
Revaluation reserve on business combination
Maintenance reserve
Exchange revaluation reserve
Hedging reserve
General reserve
Unappropriated profit
Share of income of associate
Remeasurement of post-employment benefits
Non-controlling interest
Total Equity

4,812,871

4,812,871

185,269
18,084
60,117
11,412
(32,246)
700,000
29,754,151
(2,853)
(52,980)
30,640,954
35,453,825
84,423,704

225,217
20,655
60,117
11,412
(34,459)
700,000
31,721,879
(3,269)
(48,665)
32,652,887
37,465,758
59,901,520

119,877,529

97,367,278

45,849,331
8,987
7,636,171
90,144
1,650
53,586,283

40,882,279
17,382
8,696,201
161,829
49,757,691

24,053,715
1,350,000
   
22,343,538
86,726
17,545,225
196,616
230,958
65,806,778
119,393,061

34,618,973
1,427,789
22,692,902
98,083
6,608,453
393,070
65,839,270
115,596,961

11,617,724

-

250,888,314

212,964,239

Liabilities
Non-current liabilities
Borrowings
Derivative financial instruments
Deferred taxation
Deferred liabilities
Staff retirement and other service benefits
Current liabilities
Trade and other payables
Accrued interest / mark-up
Current portion of :
borrowings
deferred liabilities
Short term borrowings
Derivative financial instruments
Provision for taxation
Total Liabilities
Liabilities associated with discontinued operations
12

Contingencies and Commitments
TOTAL EQUITY AND LIABILITIES

The annexed notes 1 to 24 form an integral part of these unconsolidated condensed interim
financial statements.
Karachi
August 26, 2016

Samad Dawood
Chief Executive
For the half year ended June 30, 2016

M. Abdul Aleem
Director
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Consolidated Condensed Interim
Profit and Loss Account (Unaudited)
For the Quarter and Half Year Ended June 30, 2016

(Amounts in thousand except for earnings per share)

Note

Quarter ended
Six months ended
June 30,
June 30,
June 30,
June 30,
2016
2015
2016
2015
(Restated)
(Restated)
--------------------------------Rupees--------------------------------

Net sales

32,442,052

46,415,291

66,768,491

87,754,549

Cost of sales

(25,436,163)

(33,669,518)

(49,309,247)

(63,817,960)

Gross profit

7,005,889

12,745,773

17,459,244

23,936,589

Selling and distribution expenses

(2,276,094)

(2,703,779)

(4,709,594)

(5,124,375)

Administrative expenses

(1,383,746)

(1,615,320)

(2,493,144)

(2,969,966)

3,346,049

8,426,674

10,256,506

15,842,248

2,303,492

740,695

2,773,764

1,892,707

(349,987)

(1,098,432)

(862,771)

(1,680,921)

(1,738,891)

(2,017,717)

(3,227,657)

(4,548,530)

733,304

700,188

1,469,099

1,374,047

4,293,967

6,751,408

10,408,941

12,879,551

(2,025,415)

(1,569,753)

(3,666,789)

(3,767,599)

2,268,552

5,181,655

6,742,152

9,111,952

1,415,279
853,273
2,268,552

4,272,977
908,678
5,181,655

4,780,822
1,961,330
6,742,152

7,134,367
1,977,585
9,111,952

443,249
1,825,303

1,485,670
3,695,985

1,884,634
4,857,518

2,531,202
6,580,750

2,268,552

5,181,655

6,742,152

9,111,952

0.92
0.92

3.09
3.09

3.92
3.92

5.26
5.26

Other income
Other operating expenses
Finance cost
Share of income from associate & joint ventures
Profit before taxation
Taxation
Profit for the period
Profit attributable to:
- continuing operations
- discontinued operations

15

Profit attributable to:
- Owners of the Holding Company
- Non-controlling interest

Earnings per share
- Basic
- Diluted

The annexed notes 1 to 24 form an integral part of these unconsolidated condensed interim
financial statements.
Karachi
August 26, 2016
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Consolidated Condensed Interim
Statement of Comprehensive
Income (Unaudited)
For the Quarter and Half Year Ended June 30, 2016

(Amounts in thousand)

Quarter ended
Six months ended
June 30,
June 30,
June 30,
June 30,
2016
2015
2016
2015
(Restated)
(Restated)
-----------------------------Rupees----------------------------2,268,552

5,181,655

6,742,152

9,111,952

- Losses arising during the period

(37,352)

(65,517)

(117,602)

(77,196)

- Reclassification adjustments for losses
included in profit or loss

42,192

87,577

125,497

118,162

4,840

22,060

7,895

37,621
78,587

Profit for the period
Other comprehensive income
Items that may be reclassified subsequently
to profit or loss
Hedging reserve - cash flow hedges

- Adjustments for amounts transferred to initial
carrying amount of hedged items
Share of other comprehensive income of associate

1,495

416

7,868

Revaluation reserve on business combination

(5,330)

(5,330)

(10,658)

(10,658)

(5,497)
(10,827)

(2,669)
(7,999)

(4,764)
(15,422)

315
(10,343)

(3,266)
1,759

(11,026)
1,568

(5,776)
3,517

(28,990)
3,326

(1,507)

(9,458)

(2,259)

(25,664)

(5,999)

4,603

(9,370)

50,448

(4,652)

810

(4,652)

810

Exchange differences on translation of
foreign operations
Income tax relating to:
- Hedging reserve - cash flow hedges
- Revaluation reserve on business combination

Items that will not be reclassified to
profit or loss
Remeasurement of post employment
benefits obligation
Deferred tax charge relating to revaluation of equity

Total Comprehensive income for the period
Total comprehensive income for the period
Total comprehensive income attributable to:
- Owners of the Holding Company
- Non-controlling interest

-

(4,946)

-

(4,946)

(4,652)
(10,651)

(4,136)
467

(4,652)
(14,022)

(4,136)
46,312

2,257,901

5,182,122

6,728,130

9,158,264

437,210
1,820,691

1,485,290
3,696,832

1,877,226
4,850,904

2,551,603
6,606,661

2,257,901

5,182,122

6,728,130

9,158,264

The annexed notes 1 to 24 form an integral part of these unconsolidated condensed interim
financial statements.
Karachi
August 26, 2016

Samad Dawood
Chief Executive
For the half year ended June 30, 2016

M. Abdul Aleem
Director
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36

Dawood Hercules Corporation Limited
-

-

-

4,812,871

Karachi
August 26, 2016

The annexed notes 1 to 24 form an integral part of this consolidated condensed interim financial information.

Balance as at June 30, 2016

Final cash dividend for the year ended December 31, 2015 (Rs 4/- per ordinary share)
Interim cash dividend for the year ended December 31, 2016 (Rs 2.5/- per ordinary share)
Share issue cost

-

-

-

-

-

-

Share capital issued to Non Controlling Interest

Dividend by subsidiary company allocable to non controlling interest
-Final cash dividend for the year ended
December 31, 2015

-1st interim cash dividend for the year ending
December 31, 2016

-

-

Employee Share Option Scheme of subsidiary company
Dividend by subsidiary allocable to Non controlling interest
Effect of change in shareholding of the Group

Transaction with owners

-

-

Profit for the period

Other comprehensive income

-

4,812,871

Balance December 31, 2015 (audited) January 01, 2016

Total Comprehensive income /(loss) for the half year
ended June 30, 2016

-

4,812,871

-

-

Balance as at June 30, 2015 (unaudited)

Employees Share Option Scheme of Subsidiary Company

Hedging reserve

-

-

Exchnage revaluation reserve

-

-

Revaluation reserve on business combination

-

-

Shares issued to IFC on exercise of conversion

Transactions with owners

-

-

-

Profit for the period

4,812,871

Share capital

Revaluation
reserve on
business
combination

Capital reserves
Maintenance
reserve
Exchange
revaluation
reserve
Hedging
reserve

General
reserve

RemeasureShare of ment of post
Un-appropriated other com- employment
prehensive
benefits profit
income of Actuarial gain
associates
/ (loss)

Revenue reserves

Sub total

Non-controlling
interest

185,269

(39,948)

-

-

-

-

-

-

(39,948)

-

-

-

225,217

150,442

(2,046)

(2,046)

-

-

-

-

-

-

152,488

60,117

-

-

-

-

-

-

-

-

-

-

-

60,117

58,175

-

-

-

-

-

-

-

-

68,475

Samad Dawood
Chief Executive

18,084

-

-

-

-

-

-

-

-

(2,571)

(2,571)

-

20,655

21,810

-

-

-

-

-

-

-

-

24,453

11,412

-

-

-

-

-

-

-

-

-

-

-

11,412

1,714

-

-

-

-

-

-

-

-

1,919

(32,246)

-

-

-

-

-

-

-

-

2,213

2,213

-

(34,459)

(39,775)

-

-

-

-

-

-

-

-

(55,041)

700,000

-

-

-

-

-

-

-

-

-

-

-

700,000

700,000

-

-

-

-

-

-

-

-

700,000

29,754,151

655,447

(1,925,148)
(1,203,218)

-

-

-

-

3,783,813

-

1,877,226

-

1,877,226

27,221,478

25,721,691

264,036

-

-

-

-

264,036

2,531,202

2,531,202

22,034,014

(2,853)

-

-

-

-

-

-

-

-

416

416

-

(3,269)

-

-

-

-

-

-

-

500
500

-

(1,942)

(52,980)

-

-

-

-

-

-

-

-

(4,315)

(4,315)

-

(48,665)

(21,075)

-

-

-

-

-

-

-

-

(21,075)

84,423,704

19,674,431

-

(1,644,161)

(2,301,825)

(947,888)

9,042,687

15,586,751

(61,133)

4,847,753

(9,765)

4,857,518

59,901,520

57,311,703

732,736

(531)

-

-

-

733,267

25,911
6,606,661

6,580,750

46,743,143

119,877,529

20,289,930

(1,925,148)
(1,203,218)

(1,644,161)

(2,301,825)

(947,888)

9,042,687

19,370,564

(101,081)

6,720,722

(14,022)

6,734,744

92,866,877

88,717,556

994,726

(2,577)

-

-

-

997,303

26,411
9,138,363

9,111,952

74,459,305

Total

M. Abdul Aleem
Director

35,453,825

615,499

(1,925,148)
(1,203,218)

-

-

-

-

3,783,813

(39,948)

1,872,969

(4,257)

1,877,226

32,965,357

31,405,853

261,990

(2,046)

-

-

-

264,036

500
2,531,702

2,531,202

27,716,162

----------------------------------------------------------------------------------------------Rupees----------------------------------------------------------------------------------------------

Share
premium

Employee
share compensation
reserve

------------------------------------------------------Attributable to owners of the Holding Company------------------------------------------------------

Other comprehensive income

Total comprehensive income / (loss) for the
half year ended June 30, 2015 (unaudited)

Balance as at December 31, 2014 (audited)/ January 01.
2015 (restated)

(Amounts in thousand)

For the six months period ended June 30, 2016

Consolidated Condensed Interim Statement of Change in Equity

Consolidated Condensed Interim
Statement of Cash Flows (Unaudited)

For the six months period ended June 30, 2016

(Amounts in thousand)
Note

Six months period ended
June 30,
June 30,
2016
2015
-------------Rupees-------------

Cash flows from operating activities
Cash utilized in operations
Retirement and other service benefits paid
Finance cost paid
Taxes paid
Payment against provision for contractual commitments
Long term loans and advances - net
Discontinued operations

17

(3,343,239)
(88,693)
(2,996,900)
(2,514,767)
(23,606)
(8,012,051)
315,700

1,289,403
(67,902)
(3,882,286)
(1,691,444)
(40,815)
(1,531,570)
(964,759)

(16,663,556)

(6,889,373)

Purchase of property, plant and equipment (PPE) and
biological assets
treasury bills
Sale proceeds on disposal of PPE and biological assets
Proceeds on disposal of investments
Income on deposits / other financial assets
Advance received against disposal of DH Fertilizers Limited
Proceeds from short term investments
Investment made during the period
Dividends received
Discontinued operations

(16,543,820)
(256,076)
29,027
20,561,551
484,531
242,300
(5,000)
1,830,656
(626,640)

(3,122,026)
(2,884,621)
68,780
7,919,874
1,180,449
800,000
19,178,880
(1,002,297)
586,327
71,064

Net cash generated (utilized in)/ from investing activities

5,716,529

22,796,430

10,439,983
(7,472)
9,487,602
(546,428)
(4,914)
(8,007,907)
(1,384,187)

(9,607,997)
(3,293,009)
(1,456,134)

Net cash utilized in operating activities
Cash flows from investing activities

Cash flows from financing activities
Proceeds from/repayment of borrowings - net
Payment of finance cost
Proceeds from issuance of shares
Share issuance cost
Unclaimed dividend
Dividends paid
Discontinued operations

9,976,677

(14,357,140)

Net increase/(decrease) in cash and cash equivalents

(970,350)

1,549,917

Cash and cash equivalents at beginning of the period

11,832,739

8,355,496

Cash and cash equivalents at end of the period

10,862,389

9,905,413

Net cash generated from/(utilized) in financing activities

The annexed notes 1 to 24 form an integral part of this consolidated condensed interim financial
information.

Karachi
August 26, 2016

Samad Dawood
Chief Executive
For the half year ended June 30, 2016
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Notes to the Consolidated Condensed
Interim Financial Information (UNAUDITED)
For the six months period ended June 30, 2016

(Amounts in thousand)
1.

LEGAL STATUS AND OPERATIONS

1.1

Dawood Hercules Corporation Limited (the Holding Company) was incorporated
in Pakistan on April 17, 1968 as a public limited company under the Companies
Act 1913 (now Companies Ordinance, 1984) (the Ordinance) and its shares are
quoted on Pakistan Stock Exchange Limited (formerly Karachi Stock Exchange in
which Lahore and Islamabad stock exchanges have merged). The principal activity
of the Holding Company is to manage investments in its subsidiary and associated
companies. The registered office of the Holding Company is situated at Dawood
Center, M.T. Khan Road, Karachi.

1.2

The “Group” consists of:
Ultimate Parent Company: Dawood Hercules Corporation Limited;
Holding Company: Dawood Hercules Corporation Limited;
Principal Subsidiary Companies: Companies in which the Holding Company owns
over 50% of voting rights, or companies directly controlled by the Holding Company:
%age of direct holding
2016
2015
- Engro Corporation Limited (ECL)
- DH Fertilizers Limited (DHFL)

1.3

37.22
-

37.22
100

Other Subsidiary Companies: Companies in which ECL owns over 50% of voting
rights, or companies directly controlled by the ECL:
%age of direct holding
June 30,
December 31,
2016
2015
-

Engro Powergen Limited
Elengy Terminal Pakistan Limited (note 1.4.1)
Engro Eximp Agriproducts (Private) Limited
Engro Foods Limited (note 1.4.2)
Engro Fertilizers Limited (note 1.4.3)
Engro Polymer and Chemicals Limited (note 1.4.4)

100
80
100
87.06
56.47
56.19

100
100
100
87.06
78.78
56.19

50

50

Joint Venture Company:
- Engro Vopak Terminal Limited
1.4

Other Subsidiary companies

1.4.1

Elengy Terminal Pakistan Limited (ETPL)
During the period, ETPL issued 190,572,852 ordinary shares of Rs. 10 each as
fully paid right shares, out of which 150,035,215 shares were subscribed by the
Holding Company and the balance 40,537,637 right shares were renunciated by
the Holding Company in favor of International Finance Corporation (IFC). As a result,
the Holding Company, as at the balance sheet date, holds 80% of the issued share
capital of ETPL.
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Notes to the Consolidated Condensed
Interim Financial Information (UNAUDITED)
For the six months period ended June 30, 2016

(Amounts in thousand)
1.4.2

Engro Foods Limited
During the period, on March 3, 2016, ECL has notified the Pakistan Stock Exchange
(PSE) that it has received a public announcement of intention by a potential
acquirer to acquire upto 51% of ECL’s shareholding in EFoods. Subsequent to
the balance sheet date, on July 4, 2016, ECL informed the PSE, pursuant to the
aforementioned notification, that a Sale and Purchase agreement (SPA) has been
entered into between FrieslandCampina Pakistan Holding B.V., a wholly owned of
Royal FrieslandCampina N.V.(RFC) and ECL with respect to the sale of up to 51%
of ECL’s shareholding in EFoods.
Further, subsequent to the balance sheet date, the shareholders of ECL, in its
Extraordinary General Meeting held on August 5, 2016, have approved the disposal
of up to 51% of ECL’s shareholding in EFoods.

1.4.3

Engro Fertilizers Limited
During the period, ECL sold 297,196,000 ordinary shares of Rs. 10 each held in
EFert, representing 28.32% of its investment, through private placement, at a price
of Rs. 65.47 per share, determined through a book building mechanism. These
shares were placed to local / foreign institutional investors and high net-worth
individuals.
As a result of the aforementioned events, ECL, as at the balance sheet date, holds
56.47% of the issued share capital of EFert.

1.4.4

Engro Polymer and Chemicals Limited (EPCL)
During the period, pursuant to the public announcement to the stock exchanges
by the potential acquirer to acquire entire shareholding of ECL in EPCL and
commencement of due diligence, the acquirer has been granted extension in time
period by the Securities and Exchange Commission of Pakistan (SECP) to complete
the due diligence and make public announcement of its offer by August 19, 2016.
As at the balance sheet date, due diligence and discussions with potential acquirer
are still underway.
Further, during the period, ECL, in its Annual General Meeting held on April 15, 2016,
has obtained shareholders approval for the disposal of ECL’s entire shareholding in
EPCL amounting to 56.19% i.e. 372,810,000 shares, in the event the discussions
with potential acquirer are successful.

2.

BASIS FOR PREPARATION

2.1

This consolidated condensed interim financial information is unaudited and has
been prepared in accordance with the requirements of the International Accounting
Standard 34 - ‘Interim Financial Reporting’ and provisions of and directives issued
under the Companies Ordinance, 1984 (the Ordinance). In case where requirements
differ, the provisions of or directives issued under the Ordinance have been followed.
This consolidated condensed interim financial information should be read in
conjunction with the annual consolidated financial statements of the Company for
the year ended December 31, 2015.

For the half year ended June 30, 2016
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Notes to the Consolidated Condensed
Interim Financial Information (UNAUDITED)
For the six months period ended June 30, 2016

(Amounts in thousand)
2.2

The preparation of this consolidated condensed interim financial information in
conformity with the approved accounting standards requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the
process of applying the Group’s accounting policies. Estimates and judgements
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 results may differ from these estimates.

2.3

During the preparation of this consolidated condensed interim financial information,
the significant judgements made by management in applying the Group’s accounting
policies and the key sources of estimation and uncertainty were the same as those
that apply to the consolidated financial statements of the Group for the year ended
December 31, 2015.

3.

BASIS OF CONSOLIDATION
The condensed interim financial information of the subsidiary company has been
consolidated on a line by line basis. The carrying value of investments held by
the Holding Company is eliminated against the subsidiary share capital and preacquisition reserves.
Non-controlling interest has been presented as a separate item in this consolidated
condensed interim financial information. All material intercompany balances and
transactions have been eliminated.
The Group’s interest in jointly controlled entities, Engro Vopak Terminal Limited,
Sindh Engro Coal Mining Company Limited and EngroGen Energy Services Limited,
has been accounted for using the equity method.
The Group’s investment in associated entities, The Hub Power Company Limited
(HUBCO), GEL Utility Limited and Sindh Engro Coal Mining Company Limited, are
accounted for using the equity method of accounting whereby investment is initially
recognized at cost and the carrying amount is increased or decreased to recognize
the investor’s share of profit and loss of the investee after the date of acquisition.
The consolidated condensed interim financial information is presented in Pakistan
Rupees, which is the Holding Company’s functional currency. Foreign currency
transactions are translated into the functional currency using the exchange rates
prevailing at the date of the transactions. Foreign exchange gains and losses
resulting from the settlement of such transactions and from the translation at
year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognized in the statement of comprehensive income, except where
such gains and losses are directly attributable to the acquisition, construction or
production of a qualifying asset, in which case, such gains and losses are capitalized
as part of the cost of that asset.

4.

ACCOUNTING POLICIES
The significant accounting policies adopted in the preparation of this consolidated
condensed interim financial information are the same as those applied in the
preparation of audited annual consolidated financial statements of the Group for the
year ended December 31, 2015.
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Interim Financial Information (UNAUDITED)
For the six months period ended June 30, 2016

(Amounts in thousand)
There are certain new International Financial Reporting Standards (standards),
amendments to published standards and interpretations that are mandatory for the
financial year beginning on January 1, 2016. These are considered not to be relevant
or to have any significant effect on the Group’s financial reporting and operations
and are, therefore, not disclosed in the condensed interim financial information.
Taxes on income in the interim periods are accrued using the tax rate that would be
applicable to expected total annual profit or loss.

5.

PROPERTY, PLANT AND EQUIPMENT

Unaudited
Audited
June 30,
December 31,
2016
2015
-------------(Rupees)------------

Operating assets, at net book value

119,593,142

123,743,680

19,640,248
1,683,373
(13,475,668)
127,441,095

3,708,782
1,082,062
128,534,524

Capital work-in-progress
- Expansion and other projects
- Capital spares
- Others
6

LONG TERM INVESTMENTS
During the period, Engro Powergen Limited (EPL) acquired 988,948 additional
ordinary shares of the Sindh Engro Coal Mining Company Limited (SECMC), out of
the total 165,578,296 ordinary shares issued during the period. EPL’s percentage
shareholding in SECMC as at June 30, 2016 is 12.81%.
Further, during the period:

7.

-

subscription of right shares has been made by the sponsors of SECMC for
initial equity contribution;

-

financial close of SECMC has been achieved on April 4, 2016;

-

post financial close, loan disbursements against local financing argreements
have been received;

-

notice to proceed dated April 13, 2016 has been issued by SECMC; and

-

mobilization advance of US$ 69,228 has been paid to EPC Contractor of
SECMC.

LONG TERM LOANS, ADVANCES AND OTHER RECEIVABLES
This includes:
-

receivable from Sui Southern Gas Company Limited (SSGCL), amounting
to Rs. 1,075,200. Engro Elengy Terminal (Private) Limited, the subsidiary
company, as per the terms of LNG Operations and Services Agreement (LSA),
completed the construction and transferred the pipeline to SSGCL on March
29, 2015, for which the Certificate of Acceptance has been received from
SSGCL. The subsidiary company is entitled to recover the cost of construction
of the pipeline through charges to be billed to SSGCL over the term of LSA.
The receivable represents construction costs, net of recoveries to date.
For the half year ended June 30, 2016
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Interim Financial Information (UNAUDITED)
For the six months period ended June 30, 2016

(Amounts in thousand)

8.

-

Rs. 1,182,382 representing customs duty on import of FSRU for its use in
storage and regasification of LNG. The amount is being expensed over the
period of operating lease, i.e. 15 years.

-

Rs. 7,094,310 paid to China Export and Credit Insurance Corporation (Sinosure)
in respect of credit insurance policy issued in respect of Engro Powergen Thar
(Private) Limited (EPTL) financing from Chinese Lenders.

PREFERENCE SHARE CAPITAL
During the period, EPTL issued and allotted 417,313,568 preference shares of
Rs. 10 each as fully paid right shares to CMEC Thar Power Investment Limited.
These preference shares are cumulative, non-redeemable, non-convertible, nonparticipatory, non-voting and carry dividend at the rate of 11% US Dollars internal
rate of return. These preference shares have been classified as equity, as per the
requirements of the Companies Ordinance, 1984.
Under the Articles of Association of EPTL, the dividend in respect of preference
shares shall be paid, only if in any half financial year:
-

EPTL has made a profit after tax;

-

Any and all losses incurred by the EPTL have been fully recouped; and

-

The Board of Directors has made a good faith determination setting aside out
of the available profits for distribution, a sum for the EPTL’s investment and
other cash needs over the next two financial half-years.

In addition, there would be no payment of dividend before commencement of
commercial operations. Cumulative dividend on preference shares for the period
ended June 30, 2016 amounts to Rs. 135,914 which has not been recognized in
this consolidated condensed interim financial information.
9.

BORROWINGS

9.1

Engro Fertilizers Limited (EFert)
During the period:
EFert exercised the call option of the Privately Placed Term Finance Certificates
(PPTFCs). As a result, EFert paid Rs. 6,000,000 to the holders of PPTFCs and
refinanced this amount through three bilateral loans from Muslim Commercial Bank,
Allied Bank Limited and Standard Chartered Bank amounting to Rs. 3,000,000, Rs.
2,000,000 and Rs. 1,000,000, respectively. These loans are repayable in a single
installment in March 2018 and carry mark up / profit at the rate of 6 months KIBOR
plus 0.80% per annum. These loans are part of senior debts of EFert.
The pricing of the IFC loans have been revised to 6 months LIBOR + 3.0% from 6
months LIBOR + 6.0% effective February 15, 2016;
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Habib Bank Limited bought out SAMBA Financial Group’s portion in the USD
portion of the Offshore Islamic Finance Facility of USD 36,000.
9.2

Engro Polymer & Chemicals Limited (EPCL)
Under the terms of the agreements for long term borrowings from International
Finance Corporation (IFC) and Syndicate banks and under bilateral loans
agreements, EPCL is required to comply with certain debt covenants. As at June
30, 2016, EPCL is not in compliance with some of these debt covenants and has
accordingly notified the concerned financial institutions. EPCL is considering various
measures, including issuance of preference shares, as approved by shareholders in
the previous year, to improve EPCL’s financial position and ratios.

9.3

Engro Elengy Terminal Private Limited (EETPL)
In 2015, EETPL, a wholly owned subsidiary company of Elengy Terminal Pakistan
Limited (ETPL), entered into a Common Terms Agreement (CTA) and financing
agreements with Asian Development Bank (ADB), International Finance Corporation
(IFC), Askari Bank Limited (AKBL) and NIB Bank Limited (NIB) as arrangers and
ADB, IFC, AKBL, NIB and Pak Brunei Investment Company Limited (PBICL) as
lenders. During the period, EETPL has drawn the amounts thereagainst. The details
of the loans are as follows:
Title

Markup-rate
per annum

IFC (USD 20,000)
6 months LIBOR + 5%
ADB (USD 30,000) 6 months LIBOR + 5%
Local Syndicate
Loan (note 9.3.2) 6 months KIBOR + 1.8%

Installments
Number
Commencing

June 30, 2016
December 31, 2015
(Unaudited)
(Audited)
------------------- Rupees -------------------

16 half yearly
16 half yearly

June 15, 2016
June 15, 2016

2,755,267
1,836,844

-

16 half yearly

June 15, 2016

3,536,559
8,128,670
(1,251,001)
6,877,669

-

Current portion shown under current liabilities

9.3.1

The proceeds from the aforementioned loans are carried net of transaction costs
amounting to Rs 512,502.

9.3.2

The amount represents disbursement of loan amounting to Rs. 4,031,672 out of a
total facility of Rs. 4,210,000 obtained from PBICL, NIB and AKBL.

9.3.3

The facility has been secured by way of the following:
-

Pledge of 51% holding in ETPL by ECL

-

Pledge of 100% holding in EETPL by ETPL; and

-

Mortgage by EETPL of its land and hypothecating all its project assets

9.4

Engro Powergen Thar (Private) Limited (EPTL)

9.4.1

On December 18, 2015, EPTL entered into a Bilateral Facility Agreement with
National Bank of Pakistan for an aggregate amount of Rs. 3,134,000 for a period of
14 years. As at June 30, 2016, EPTL has made draw down of Rs. 526,499 against
this facility.
For the half year ended June 30, 2016
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9.4.2

Further, on December 21, 2015, EPTL entered into following loan agreements:
-

USD Facility Agreement with three commercial banks namely China
Development Bank Corporation, China Construction Bank Corporation and
Industrial and Commercial Bank of China Limited for an aggregate amount of
USD 621,000 for a period of 14 years. As at June 30, 2016, EPTL has made
draw down of USD 71,650 against this facility.

-

Rupee Facility Agreement with HBL-led consortium (comprising HBL, United
Bank Limited, Bank Alfalah Limited, Askari Bank Limited, Soneri Bank Limited,
Sindh Bank Limited, Bank of Punjab, NIB Bank Limited and Pak Brunei
Investment Company Limited) for an aggregate amount of Rs.17,016,000 for
a period of 14 years. As at June 30, 2016, EPTL has made draw down of Rs.
2,858,618 against this facility.

-

Islamic Facility Agreement with three banks namely Meezan Bank Limited,
Faysal Bank Limited and Habib Bank Limited for an aggregate amount of Rs.
4,000,000 for a period of 14 years. As at June 30, 2016, EPTL has made draw
down of Rs. 671,983 against this facility.

9.4.3

These loans are repayable in 20 semi-annual installments commencing from the
earlier of (i) First fixed date falling after 48 months since facility effective date and (ii)
Second fixed date falling after Commercial Operations Date; where fixed dates are
defined as June 1 or December 1 of any year. These loans carry mark-up / profit at
the rate of 3 months KIBOR plus 3.5% per annum except for the USD facility which
carries mark-up at the rate of 6 months LIBOR plus 4.2% per annum. These facilities
are secured primarily through first ranking hypothecation charge over project assets
of EPTL. Further, the shareholders of EPTL have committed to provide cost overrun
support for 10% of entire debt and have pledged shares in favor of the Security
Trustee. Additionally, shareholders other than HBL have also provided Stand By
Letter of Credits (SBLCs) as coverage for their equity commitments in the project.

9.4.4

Transaction costs of Rs. 9,042,789 have been incurred in connection with these loan
agreements. These have been debited against the borrowings to the proportion of
the drawn down loan amount as at June 30, 2016. Accordingly, transaction costs of
Rs. 7,976,088 have been carried forward as long term advances and prepayments
(note 7) as at June 30, 2016 and will be recognized as transaction costs as and
when the draw downs are made against remaining balance of loan facilities.

10.

SHORT TERM BORROWINGS

10.1

Engro Fertilizers Limited (EFert)

10.1.1 The facilities for short term running finances, available to EFert from various banks,
aggregate to Rs. 12,600,000 (December 31, 2015: Rs. 8,650,000). The mark-up
rates on these facilities range from 1 to 3 months KIBOR plus 0.10% to 1.50% per
annum. These arrangements are secured by way of hypothecation over EFert’s
present and future current assets including stock in trade, trade debts and other
receivables. As at June 30, 2016, EFert has utilized Rs. 5,943,678 (December 31,
2015: Nil) out of the aforementioned facilities.
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10.1.2 During the period, EFert also obtained:
-

Short Term Sukuk amounting to Rs. 5,000,000 from Commercial Bank carrying
markup at the rate of 6 months KIBOR plus 0.40% per annum; and

-

Money Market loan amounting to Rs. 1,000,000 from Commercial Bank
carrying markup at the rate of 1 month KIBOR plus 0.50% per annum.

These loans are secured by way of hypothecation over EFert’s present and future
current assets.
11.

DISCONTINUED OPERATIONS
As explained in note 1.1.2, ECL has classified its investment in EFoods as held for
sale. As a result, assets and liabilities of EFoods have been classified as assets and
liabilities attributable to discontinued operations.

11.1

An analysis of the assets and liabilities attributable to discontinued operations as at
the balance sheet date is as follows:

Assets attributable to discontinued operations
Property, plant and equipment
Biological assets
Intangible assets
Long term advances and deposits
Deferred employee share option compensation expense
Stores, spares and loose tools
Stock-in-trade
Trade debts
Advances, deposits and prepayments
Other receivables
Sales tax recoverable
Taxes recoverable
Cash and bank balances

June 30,
2016
(Unaudited)
Rupees
13,504,968
937,008
49,775
122,322
160,164
863,394
5,977,590
76,628
215,208
112,148
4,142,541
1,932,697
301,806
28,396,249

Liabilities associated with discontinued operations
Long term finances
Short term finances
Deferred taxation
Deferred income
Accrued interest / mark-up
Accrued and other liabilities

3,985,435
2,117,641
1,868,455
1,775
77,958
3,566,460
11,617,724

Net assets attributable to discontinued operations

For the half year ended June 30, 2016

16,778,525
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11.2

Financial performance of discontinued operations (EFoods)
------------------------------(Unaudited)-----------------------------Quarter ended
Half year ended
June 30,
June 30,
June 30,
June 30,
2016
2015
2016
2015
-------------Rupees------------- -------------Rupees------------Net sales
Cost of sales

11,587,969
(8,494,649)

12,252,528
(9,224,183)

23,330,927
(16,933,757)

24,742,192
(18,365,766)

Gross profit

3,093,320

3,028,345

6,397,170

6,376,426

Distribution and marketing
expenses
Administrative expenses
Other operating expenses
Other income

(1,168,355)
(231,845)
(153,183)
335

(1,280,158)
(256,967)
(85,831)
41,059

(2,561,043)
(423,044)
(272,695)
56,177

(2,443,431)
(582,622)
(210,758)
133,540

Operating profit

1,540,272

1,446,448

3,196,565

3,273,155

Finance costs
Profit before taxation
Taxation
Profit after tax from
discontinued operations

11.3

(111,450)

(272,349)

(213,647)

(539,007)

1,428,822
(575,549)

1,174,099
(265,421)

2,982,918
(1,021,588)

2,734,148
(756,563)

853,273

908,678

1,961,330

1,977,585

Cash flows attributable to discontinued operations (EFoods)
(Unaudited)
June 30,
June 30,
2016
2015
--------------Rupees-------------Net cash generated from / (utilized in)
operating activities
Net cash utilized in investing activities
Net cash utilized in financing activities
Net decrease in cash and cash equivalents

12.

315,700
(626,640)
(1,384,187)
(1,695,127)

(286,651)
(542,852)
(871,384)
(1,700,887)

CONTINGENCIES AND COMMITMENTS
Significant changes in the status of contingencies and commitments since December
31, 2015 are mentioned below :

12.1
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During the period, corporate guarantees extended on behalf of Engro Fertilizers
Limited (EFert), a subsidairy company, other than those extended to (IFC) under the
C Loan Agreement (Original Agreement) and the Amended Facility Agreement have
been released.
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12.2

During the period, ECL has pledged shares of EFert and EFoods against the
Standby Letters of Credit (Equity SBLCs) provided by Engro Powergen Limited
(EPL), a subsidiary company, through National Bank of Pakistan amounting to USD
18,900 and USD 51,100 (in PKR equivalent) for its equity commitments related to
the Sindh Engro Coal Mining Company Limited (SECMC), its associated company,
and Engro Powergen Thar (Pvt.) Limited (EPTL), its subsidiary company, in favour of
the Intercreditor Agent (Habib Bank Limited) and the Project Companies (i.e. SECMC
and EPTL). Equity SBLCs expire on earlier of (i) four years after the issuance of
SBLCs i.e. March 21, 2020; and (ii) fulfillment of sponsor obligations under Sponsor
Support Agreements.

12.3

During the period, ECL has pledged shares of EFert and EFoods against a Standby
Letter of Credit (Put Option SBLC) provided by EPL, the subsidiary company,
through Allied Bank of Pakistan amounting to USD 21,070 in favour of the Put Option
Fronting Bank (Habib Bank Limited). The Put Option SBLC has been furnished to
meet sponsor obligations under Sponsor Support Agreement (Put Option SSA)
and expires on earlier of (i) June 30, 2017; and (ii) fulfillment of sponsor obligations
pursuant to Put Option SSA.

12.4

During the period, Faysal Bank Limited (FBL) has issued a performance guarantee
of USD 16,517 on behalf of Engro Powergen Thar (Private) Limited (EPTL) in
favour of National Transmission and Dispatch Company (NTDC) to secure EPTL’s
performance obligations under the Power Purchase Agreement. The performance
guarantee expires on July 25, 2019 and is secured by way of performance bonds
issued under the Supply and Services Agreement and ranking charge over fixed
assets of EPTL.

12.5

During the period, EPL has also provided sponsor support contractual commitment,
among other commitments, in favor of Senior Lenders amounting to USD 5,400 and
USD 41,600 as cost overrun support pursuant to the Sponsor Support Agreements
(SSA); and the Amendment and Restatement Agreement relating to the SSA in case
of EPTL.

12.6

Engro Elengy Terminal (Private) Limited (EETPL), has arranged a facility with NIB
Bank Limited for opening letters of credit amounting to Rs. 350,000 (December 31,
2015: Nil). The total amount utilized against the facility for letters of credit as at June
30, 2016 amounts to Rs. 167,025 (December 31, 2015: Nil).

12.7

Engro Eximp Agriproducts (Private) Limited (EEAPL), has entered into export selling
contracts of 3,362 tons of Super Basmati Rice to various parties on a agreed terms
for delivery on various dates subsequent to the year end. The sales value of these
open commitments at year end exchange rate amounts to Rs. 202,484 (2015: Rs.
498,382).

12.8

During the period, ECL divested 28.32% of its shareholding in EFert. ECL held such
shareholding in EFert since 2010 i.e. more than six years. Under the income tax
laws, capital gain on sale of securities held for more than 48 months do not attract
any income tax. However, ECL was informed by the National Clearing Company of
Pakistan Limited (NCCPL) that their clearing system shall deduct capital gain tax
on such disposal and NCCPL shall deposit the same with the tax authorities. ECL
has obtained a stay thereagainst from High Court of Sindh and has also provided a
bank guarantee amounting to Rs. 925,000 in this respect in favor of Nazir of High
Court of Sindh.
For the half year ended June 30, 2016

47

Notes to the Consolidated Condensed
Interim Financial Information (UNAUDITED)
For the six months period ended June 30, 2016

(Amounts in thousand)
12.9

Capital expenditure contracted for but remaining to be executed amounted to Rs.
71,175,348 (December 31, 2015: Rs. 1,789,212) out of which Rs. 68,755,679
(December 31, 2015: Nil) pertains to the contract for civil works construction and
equipment procurement of EPTL.

12.10

The holding company has pledged 15.131 million shares of ECL with Meezan Bank
Limited (as Agent) in favour of Fatima Fertilizer Company Limited (Fatima) and a
corporate guarantee in favour of DHFL and Fatima against potential tax liabilities
of DHFL in respect of period ending on or prior to June 30, 2015. The pledged
shares will be released upon completion of two years from the filing date of Income
Tax Return for the year ended December 31, 2015 i.e. September 30, 2016. The
corporate guarantee will remain in full force and effect for five years and will be
released on the later of September 30, 2021 or the date on which subject tax
liabilities are finally settled / disposed off or withdrawn.
June 30,
June 30,
2016
2015
----------(Rupees)----------

12.11

13.

Commitments in respect of operating lease
not later than one year

FINANCING STRUCTURE / MODE

11,326

7,885

(Unaudited)
(Audited)
June 30,
December 31,
2016
2015
-------------Rupees-------------

Conventional mode:
Assets
Short term investments
Cash and bank balances

25,012,340
6,265,272
31,277,612

14,050,112
5,119,040
19,169,152

59,424,623
13,793,837
73,218,460

50,704,984
6,408,453
57,113,437

2,099

1,317

12,753,681
5,869,029
18,622,710

12,870,197
200,000
13,070,197

Liabilities
Borrowings
Short term borrowings
Shariah compliant mode:
Assets
Cash and bank balances
Liabilities
Borrowings
Short term borrowings
14.

OTHER INCOME
During the period, the Group has earned profit form Shariah compliant bank
accounts amounting to Rs. 26 (June 30, 2015: Rs. 4,420)
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15.

TAXATION
Significant changes since December 31, 2015 in respect of different tax matters in
which the Group companies are involved are as follows:

15.1

Engro Polymer & Chemicals Limited (EPCL)
During the period, the Deputy Commissioner Inland Revenue (DCIR) through his
order dated January 8, 2016, raised a sales tax demand of Rs. 524,589 against
EPCL on account of alleged short payment of sales tax due on the finished products
that would have been produced and sold from the excess wastage of raw material.
EPCL filed an appeal against the order before Commissioner Inland Revenue Appeals
[CIR(A)] on the grounds that the order passed against it was absolutely baseless as
the DCIR had used inappropriate theoretical assumptions for calculating the sales
tax liability. The CIR(A) through his order dated March 10, 2016, has decided the
matter in favor of the EPCL. However, the department has challenged the said
order of CIR(A) before Appellate Tribunal Inland Revenue (ATIR). No proceedings
regarding the case has been carried out by ATIR, till the period end.

15.2

Engro Eximp Agriproducts (Private) Limited (EEAPL)
“EEAPL’s return of income for tax year 2011 was selected for audit by the tax
authorities through balloting under section 214C of Income Tax Ordinance,
2001, (ITO). As a result of the audit, the assessing officer passed an amended
assessment order under section 122 of ITO, whereby it disallowed total depreciation
including initial allowance amounting to Rs. 569,062 and also disallowed certain
manufacturing and trading expenses amounting to Rs. 26,900. EEAPL, in response
to the amended assessment order, had filed an appeal before Commissioner Inland
Revenue (Appeals), which has been disposed off in favor of the tax department.
In this respect, EEAPL had filed an appeal to Appellate Tribunal Inland Revenue
(ATIR), which reverted the case to the Commissioner and directed to assess the
case in the light of evidences and supports available with the management. During
the period, the remanded back proceedings have been concluded and EEAPL
has succeeded in establishing substantial claim of depreciation amounting to Rs.
481,717 while for disallowed deprication of Rs. 87,345 it is in the course of filing an
appeal. The management of EEAPL based on advice of tax consultant, is confident
that these matters will be decided in favor of EEAPL. Accordingly, no provision
has been recognized in this respect in the consolidated condensed interim financial
information.”

15.3

Engro Foods Limited (EFoods)
During the period, the Deputy Commissioner Inland Revenue raised a demand of
Rs. 541,221 for tax year 2013 by disallowing loss on sales of raw milk, stocks
written-off, finance cost against advance for purchase of Engro Foods Netherlands
and certain other items, research and business expenses, adjustment of tax losses
for tax year 2011 and minimum turnover tax credit for tax years 2008, 2010 and
2011 etc. EFoods intends to file an appeal against the aforementioned order and
based on the opinion of its tax consultant, is confident of a favourable outcome of
For the half year ended June 30, 2016
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appeal, and, accordingly taxes recoverable have not been reduced by the effect of
the aforementioned disallowances.
16.

EARNINGS PER SHARE - BASIC AND DILUTED
Quarter ended
Half year ended
-------(Unaudited)------- -------(Unaudited)------June 30,
June 30,
June 30,
June 30,
2016
2015
2016
2015
------------------------Rupees-----------------------Profit for the period (attributable to the
owners of the Holding Company) from:
- continuing operations
- discontinued operations

1,415,279
853,273
2,268,552

4,272,977
908,678
5,181,655

4,780,822
1,961,330
6,742,152

7,134,367
1,977,585
9,111,952

Profit for the period from continuing
operations

1,415,279

4,272,977

4,780,822

7,134,367

Add:
- Finance cost related to IFC loan
and derivative - net of tax

495

-

1,180

-

(16,847)

-

(55,560)

-

1,398,927

4,272,977

4,726,442

7,134,367

The information necessary to calculate
basic and diluted earnings per share
is as follows:

- (Gain) / Loss on revaluation of
IFC loan conversion option

--------------Number in thousands-------------Weighted average number of ordinary
shares for basic and diluted EPS
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----------(Unaudited)---------Half year ended
June 30,
June 30,
2016
2015
------------Rupees-----------17.

CASH (UTILIZED IN) / GENERATED FROM
OPERATIONS
Profit before taxation
Less: Profit before taxation attributable to
discontinued operations
Profit before taxation from continuing operations

10,408,941

12,879,551

(2,982,918)
7,426,023

(4,121,032)
8,758,519

Depreciation and amortization
3,795,161
Gain on disposal of:
- property, plant and equipment and biological
assets
(7,114)
- investments - net
(34,815)
Impairment charge
95,713
Other receivable -written off
920
Unrealised exchange (gain) / loss on
(14)
Provision for retirement and other service benefits
73,955
Income on deposits / other financial assets
(545,332)
Share of income from joint venture companies
(1,469,099)
Finance cost
3,014,010
(Gain) / Loss on foreign currency translations
(23,748)
(15,668,899)
Working capital changes (note 17.1)
(3,343,239)

3,834,293

Adjustment for non-cash charges and other items:

17.1

(13,083)
(5,133)
1,958
35,855
(1,309,803)
4,009,361
10,782
(14,033,346)
1,289,403

Working capital changes
(Increase) / decrease in current assets
- Stores, spares and loose tools
- Stock-in-trade
- Trade debts
- Loans, advances, deposits and prepayments
- Other receivables - net

(433,906)
(5,558,168)
(589,706)
(467,971)
(1,189,463)

(323,899)
551,188
(4,631,119)
298,317
573,740

(8,239,214)

(3,531,773)

(7,429,685)
(15,668,899)

(10,501,573)
(14,033,346)

Decrease in current liabilities
- Trade and other payables, including other service
benefits - net
For the half year ended June 30, 2016
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----------(Unaudited)---------Half year ended
June 30,
June 30,
2016
2015
------------Rupees-----------18.

CASH AND CASH EQUIVALENTS
Cash and bank balances
Short term investments
Short term borrowings

6,267,371
23,957,884
(19,362,866)
10,862,389

9,733,260
11,277,038
(11,104,885)
9,905,413

19.

FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENTS

19.1

Financial risk factors
The Group's activities expose it to a variety of financial risks including market risk
(currency risk, interest rate risk and other price risk), credit risk and liquidity risk.
There have been no changes in the risk management policies during the period,
consequently this consolidated condensed interim financial information does not
include all the financial risk management information and disclosures required in the
annual financial statements.

19.2

Fair value estimation
The table below analyzes financial instruments carried at fair value by valuation
method. The different levels have been defined as follows:
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-

Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1)

-

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

-

Inputs for the asset or liability that are not based on observable market data (level 3)

Dawood Hercules Corporation Limited

Notes to the Consolidated Condensed
Interim Financial Information (UNAUDITED)
For the six months period ended June 30, 2016

(Amounts in thousand)
Level 1
Level 2
Level 3
-------------------- Rupees --------------------

Assets
Financial assets at fair value
through profit and loss
- Short term investments

-

2,246,041

-

-

19,088
186,515
205,603

-

Liabilities
Derivatives
- Derivative financial instruments
- Conversion option on IFC loans
19.3

There were no transfers between Levels 1 and 2 during the period. Further, there
were no changes in valuation techniques during the period.

19.4

Valuation techniques used to derive Level 2 fair values
Level 2 fair valued instruments comprise short term investments and hedging
derivatives which include forward exchange contracts, interest rate swaps and
conversion option on IFC loans. These forward foreign exchange contracts have
been fair valued using forward exchange rates that are received from the contracting
banks and financial institutions. Interest rate swaps are fair valued using mark to
market rates received from the banks and financial institutions. The fair value of
conversion options on IFC loan is determined using the option pricing model where
its determinants are derived from observable market inputs.
Short term investments comprise of fixed income placements and treasury bills
which are valued using discounted cash flow model.

19.5

Fair value of financial assets and liabilities
The carrying value of all financial assets and liabilities reflected in the consolidated
condensed interim financial information approximate their fair value.

20.

TRANSACTIONS WITH RELATED PARTIES
Related parties comprise of joint venture companies, associates, other companies
with common directors, retirement benefit funds, directors and key management
personnel. Details of transactions with related parties during the period, other than
those which have been disclosed elsewhere in this consolidated condensed interim
financial information, are as follows:

For the half year ended June 30, 2016

53

Notes to the Consolidated Condensed
Interim Financial Information (UNAUDITED)
For the six months period ended June 30, 2016

(Amounts in thousand)

Associated companies and joint ventures
Purchases and services

----------(Unaudited)---------Half year ended
June 30,
June 30,
2016
2015
------------Rupees-----------1,477,701

4,755,220

Services rendered / sale of goods

135,143

122,199

Dividends received

450,000

427,500

Dividends paid

355,166

-

54,847

10,123

Payment of interest on Term Finance Certificates
and repayment of principal amount
Profit on Term Finance Certificates
Investment from Associated Companies
Contribution for corporate social responsibility
Investment in mutual funds and treasury bills
Payment against EPC contract
Redemption of investments in mutual funds and
treasury bills
Reimbursements from associates
Reimbursements to associates

12,073

-

8,199,632

-

35,066

42,029

-   
11,927,908
-   
83,735

1,098,070
1,210,911
51,065

99,429

13,101

Utilization of overdraft facility

130,000

467,112

Repayment of overdraft facility

130,000

55,000

Loan received

293,993

-

Loan arrangement fee

653,630

-

Mark-up on utilization of overdraft facility

157

-

2,291

3,282

Interest on deposit

2

1,234

Bank charges

1

3

687,521

512,460

7,696

986

Commitment fee

Key Management Personnel
Remuneration paid to key management
personnel / directors
Reimbursement of expenses
Balances due from Joint Ventures
Contribution for retirement benefits
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-   
348,528

6,369
315,414

Notes to the Consolidated Condensed
Interim Financial Information (UNAUDITED)
For the six months period ended June 30, 2016

(Amounts in thousand)
21.

SEGMENT REPORTING
A business segment is a group of assets and operations engaged in providing
products that are subject to risk and returns that are different from those of other
business segments.
Type of segments

Nature of business

Fertilizer

Manufacture, purchase and market fertilizers.

Polymer

Manufacture, market and sell Poly Vinyl Chloride (PVC), PVC,
compounds Caustic Soda and related chemicals.

Food

Manufacture, process and sell dairy and other food products.

Power

Includes Independent Power Projects (IPP).

Other operations

Includes LNG and engineering business.
----------(Unaudited)---------Quarter ended
June 30,
June 30,
2016
2015
-------------Rupees-------------

----------(Unaudited)---------Half year ended
June 30,
June 30,
2016
2015
-------------Rupees-------------

Revenue
Fertilizer
Polymer
Food
Power
Other operations
Elimination - net
Consolidated

10,397,355
5,421,862
11,804,486
3,213,095
2,645,567
(1,040,313)
32,442,052

24,590,683
5,715,564
12,934,645
4,199,238
6,556,637
(7,581,476)
46,415,291

22,277,568
11,161,213
23,739,929
4,730,059
8,746,006
(3,886,284)
66,768,491

43,364,374
12,417,010
26,235,548
6,700,441
7,226,899
(8,189,723)
87,754,549

695,862
22,164
741,723
717,720
16,284,683
(16,193,600)

20,324,886
(326,367)
717,411
552,006
11,325,672
(27,411,953)

2,817,253
39,992
1,723,603
1,037,213
20,422,787
(19,298,696)

23,375,724
(433,414)
1,338,372
1,011,171
11,704,500
(27,884,401)

2,268,552

5,181,655

6,742,152

9,111,952

Profit / (loss) for the period
Fertilizer
Polymer
Food
Power
Other operations
Elimination - net
Consolidated

For the half year ended June 30, 2016
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Notes to the Consolidated Condensed
Interim Financial Information (UNAUDITED)
For the six months period ended June 30, 2016

(Amounts in thousand)
(Unaudited)
(Audited)
June 30,
December 31,
2016
2015
---------Rupees--------Assets

22.

Fertilizer
Polymer
Food
Power
Other operations
Elimination - net

102,368,045
23,150,770
31,376,022
46,822,647
70,553,880
(23,383,050)

119,738,637
24,211,764
29,152,843
23,996,126
55,416,352
(39,551,483)

Consolidated

250,888,314

212,964,239

NON-ADJUSTING EVENT AFTER BALANCE SHEET DATE
The Board of Directors of the Holding Company in its meeting held on August 26,
2016 has approved an interim cash dividend of Rs. 9 per share for the year ending
December 31, 2016. This consolidated condensed interim financial information
does not include the effect of the said interim dividend.

23.

CORRESPONDING FIGURES
"In order to comply with the requirements of International Accounting Standard 34
- 'Interim Financial Reporting', the consolidated condensed interim balance sheet
has been compared with the balances of annual audited financial statements of
preceding financial year, whereas, the consolidated condensed interim profit and
loss account, the consolidated condensed interim statement of comprehensive
income, the consolidated condensed interim statement of changes in equity and
the consolidated condensed interim statement of cash flows have been compared
with the balances of comparable period of immediately preceding financial year.
Corresponding figures have been rearranged and reclassified, wherever necessary,
for the purpose of comparison, the effects of which are not material."

24.

DATE OF AUTHORIZATION 
This consolidated condensed interim financial information is authorized for issue on
August 26, 2016 by the Board of Directors of the Holding Company.

Karachi
August 26, 2016
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