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directors’ report to the shareholders
for the nine months ended september 30, 2020
On behalf of the Board of Directors of Engro Fertilizers Limited (the Company), we are pleased to present the unaudited consolidated financial
statements for the nine months ended September 30, 2020.
Business Continuity Strategy during COVID 19
By the Grace of the Almighty, Pakistan has been able to come out of the 1st wave of COVID 19 with the number of daily positive cases of COVID
19 declining substantially over the past 3 months. Supported by a number of impactful initiatives taken by GoP, the economy is on a path to
recovery easing restrictions on business operations.
Over the course of this challenging period, the Company has taken multiple steps that have ensured uninterrupted business operations. Strict
adherence to SOPs has been implemented at our offices and plant sites to prevent the spread of virus. With health and safety of our employees
being our utmost priority, the Company continues to operate a special medical help desk facility and on-site quarantine facilities. Furthermore,
many initiatives have been introduced to manage the morale of employees, including special recognition for front line staff, counseling sessions
for emotional well-being and online platforms for social interaction.
CSR Efforts to Combat COVID-19:
Hussain Dawood (HD) Pledge
To support the Country during these times, the Chairman of Engro Corporation and Dawood Hercules Corporation, Mr. Hussain Dawood
announced a PKR 1 Bn pledge. By the end of Q3 2020, Engro Fertilizers Limited has made the following contributions under the HD pledge:
•
•
•

PKR 95 Mn to Indus Hospital to expand COVID 19 testing capacity across Sindh;
PKR 23 Mn to Shaukat Khanum Hospital for testing COVID 19 patients; and
PKR 4.8 Mn to Sehat Kahani for promoting quality remote healthcare.

Initiatives in the Surrounding Communities
The Company has taken multiple steps to prevent the spread of COVID 19 in the surrounding communities. These initiatives include:
•
•
•
•
•

Conversion of Technical Training Center at our Daharki plant site into a free of charge COVID 19 testing facility in collaboration with
Indus Hospital;
Installation of handwash stations at various locations in schools and colleges in Daharki;
Awareness campaigns and distribution of basic health and safety accessories (masks, sanitizers, temperature guns, etc.) at
government schools and colleges in Daharki and Ubaro; and
Disinfection measures carried out in public areas; and
Distribution of rations to affected families.

Furthermore, following the recent flooding in Sindh the company took additional measures to support flood affected communities in the Ghotki
District.
International Fertilizer Market
International urea prices have increased to USD 289/T (landed equivalent PKR 2,895/bag) by the end of Q3 2020 from USD 237/T (landed
equivalent of PKR 2,425/bag) prevailing at the end of Q2 2020 mainly on account of higher demand from India in Q3 2020. Domestic urea prices
are at a discount of 42% to international prices, as they are currently hovering around PKR 1,668/bag as compared to PKR 2,040/bag at the start
of the year.
DAP prices have seen rapid resurgence during the period with prices clocking in as high as USD 370/T.
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Local Fertilizer Market
During the current monsoon season the country recorded 41% higher than average rainfall that resulted in severe damage to rain sensitive crops
such as cotton. Whilst locust attacks were a key threat to crop output in Q2 2020, the condition has now been effectively managed with limited
impact from infestations. The National Disaster Management Authority (NDMA) took timely actions to prevent further infestation in collaboration
with Community World Service Asia (CWSA).
Local urea market demand stood at 4,173 KT vs 4,362 KT in 9M 2019, translating into a decline of 4% versus same period last year. This was
mainly due to significant channel inventory at the start of the year. Indigenous gas-based urea production of the industry increased by 11%
standing at 4,397 KT vs 3,972 KT last year. The increase in production is primarily attributable to the Company’s record high 9-month production
of 1,694KT – a surge of 17% versus comparable period last year. Total urea production in the industry including RLNG plants stood at 4,526 KT
in 9MFY20 vs 4,587 KT in 9MFY19.
On the phosphates front, the industry demand stood at 1,376 KT vs 1,181 KT during the same period last year translating into a rise of 17% due
to opportunistic buying in anticipation of further increase in DAP prices in the upcoming months.
Urea Prices
In January 2020, the Company welcomed the decision of the government to reduce Gas Infrastructure Development Cess (GIDC) for fertilizer
manufacturers, by fully passing on the benefit via urea price reduction of PKR 160/bag. Subsequently, in the wake of COVID 19, the Company
took a further price cut on urea of PKR 240/bag in March 2020.
It is evident that COVID 19 has not adversely impacted the agriculture sector and farm economics have improved. During the quarter, the price of
urea has increased by PKR 25/bag .
Company’s Operating Performance
The company has achieved highest ever 9-month urea production of 1,694 KT vs 1,451 KT last year. This is a result of our continued focus on
plant efficiency and engineering excellence. This record production was achieved with zero Total Recordable Incident Rate (TRIR). This is a
testament to the singular focus of our plant teams to health and safety and particularly commendable as this was achieved whilst following
additional COVID 19 SOPs.
Sales during the current period stood at 1,451 KT compared to 1,331 KT last year, an increase of 9% primarily due to higher production. As a
result, the Company was able to increase its urea market share to 35% vs 31% last year.
The Company’s DAP and Zorawar sales witnessed an increase of 10% during the period (334 KT vs 303 KT last year).
Despite the significant price reduction taken by the Company earlier this year, putting a strain on margins, the Company has been able to sustain
profitability on the back of improved production and stringent focus on managing costs.
On a standalone basis, our net profit stood at PKR 12.03 Bn compared to PKR 13.22 Bn last year, resulting in an EPS of PKR 9.01 as opposed
to PKR 9.90 last year. On a consolidated basis, the net profit clocked in at PKR 11.49 Bn as opposed to PKR 10.5 Bn during the same period
last year resulting in EPS of 8.61 as opposed to PKR 7.87 last year.
The Board is pleased to recommend a cash dividend of PKR 5 per share for the period ended September 30, 2020.
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Decision on GIDC by the Supreme Court of Pakistan (SCP)
On August 13, 2020 the SCP decided the challenge to the constitutionality of the Gas Infrastructure Development Cess (GIDC) Act, 2015. The
SCP held that the Act 2015 is constitutional and the cess payable by companies outstanding as at July 31, 2020 would be recovered through 24
equal monthly instalments. The SCP did, however, restrain the Federal Government from collecting any further cess from the date of the judgment.
The decision has impacted sectors that use gas as their input including the fertilizer industry. Total GIDC outstanding on non-concessionary gases
for the fertilizer sector is estimated at around PKR 111 Bn (PKR 20 Bn for the Company). The Company has filed a review petition before the SCP.
As per the Fertilizer Policy 2001, the price of concessionary feed gas is fixed and is inclusive of all taxes, duties, levies, fees and charges
whatsoever, whether local, provincial or federal. Accordingly, the Company has not recorded a provision for GIDC on concessionary gas. With
respect to GIDC on this concessionary feed gas, the Company has filed suit before the Sindh High Court and obtained an interim stay order.
Other significant matters
The budgetary measures in 2020 introduced stringent tax regulations that have led to a significant increase in the cost of doing business for
manufacturers selling to persons not registered under the sales tax regime. The fertilizer industry operates within a simple value chain where
dealers operate on very limited margins of 2%-3% of sales price. Over ninety percent of industry dealers are filers for income tax purposes but are
not registered under the sales tax regime. The tax rates applicable to the fertilizer dealers exceed their profit margins and therefore the dealers
have been reluctant to get themselves registered for sales tax purposes. Nonetheless, the Company has carried out engagement sessions with
dealers across Pakistan to encourage them to register for sales tax. In these sessions, dealers have shown a desire to get themselves registered
provided the anomalies in the current tax regime are resolved. Engro Fertilizers has been playing an active role in advocating these changes with
the relevant authorities as the Company has always supported the Government in its efforts to broaden the tax base. The industry has taken up
the matter with FBR and is expecting an exemption. During the period, the Company had to bear a significant negative impact on its results due
to these changes in the tax laws. In case the matter remains unresolved, the Company would contemplate a price increase to pass on the
additional tax burden.
Awards, Recognitions & Key Initiatives
•

The company has been awarded “Annual Environment Excellence Award 2020” by National Forum for Environment and Health
(NFEH) for effective implementation of environmentally friendly policies at our Daharki and Zarkhez Plants.

•
•

Our Daharki plant has been certified as ISO-45001 which is a certification on Occupational Health and Safety Management System.
National Safety Council (USA) awarded Engro Fertilizers Limited with “National Safety Council Community Advancement Award
2020” for ensuring safety at work and in the surrounding community at Daharki Site.

•

The Daharki Site of the company has been awarded “The Royal Society for Prevention of accidents (RoSPA) Health and Safety Silver
Award 2020”.

•

The commercial division launched 2nd Soil Testing Mobile Laboratory dedicated for Sindh to assist farmers for better soil
management.

•

The finance division, in collaboration with MCB, launched the pilot phase for first ever Electronic Bank Guarantee (EBG) system in
Pakistan.

•

The company has launched “Humsafar – Dealer management system” which is a web and mobile based application that is targeted
at improving overall customer experience.
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Near Term Outlook
After the first wave of COVID 19, the economy is on an upward trajectory, which has also been reflected in the performance of the fertilizer market.
On a full year basis, we expect the urea industry demand to remain in line with the 10-year historic average of 5.8MT.
The indigenous gas-based production has increased by 11% for 9-month FY20. However, the recent decision by the government to operate
RLNG plants for 3 months will lead to excess inventory in the market.
With respect to GIDC, outcome of the review petition would have a significant impact on the financial position of the fertilizer companies. In case,
GIDC is recovered over 24 equal instalments in the next 2 years, it would have dire effects on the overall industry rendering the players incapable
of making further investment in the country.
The Company remains committed to continue to play its role in transforming the agricultural landscape of Pakistan. On behalf of the Board, the
Company would like to thank all stakeholders for their continued trust and support.
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consolidated condensed
interim financial statements
(unaudited) for the nine months
ended september 30, 2020

consolidated condensed interim
statement of financial position
as at september 30, 2020
(Amounts in thousand)

ASSETS

Unaudited
Audited
September 30,
December 31,
Note
2020
2019
-----------------------Rupees----------------------

Non-current assets
Property, plant and equipment

3

Intangible assets
Long-term loans, advances and deposits

64,559,200

65,924,426

4,992,027

5,071,003

115,157
69,666,384

163,791
71,159,220

7,321,438

5,301,092

Current assets
Stores, spares and loose tools
Stock-in-trade

4

9,971,871

12,477,638

Trade debts

5

6,677,938

14,174,520

Short-term investments

6

19,212,909

5,511,544

Other receivables

8,342,710

9,412,251

Loans, advances, deposits and prepayments

1,586,724

2,948,706

Taxation - net

1,492,808

2,542,457

Cash and bank balances

1,548,898

3,413,473

Accrued income

TOTAL ASSETS
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232,910

105,910

56,388,206

55,887,591

126,054,590

127,046,811

(Amounts in thousand)

Unaudited
Audited
September 30,
December 31,
Note
2020
2019
-----------------------Rupees----------------------

EQUITY & LIABILITIES
Equity
Share capital

13,352,993

13,352,993

3,384,904
(56,639)
30,077,087

3,384,904
(56,639)
26,598,202

33,405,352

29,926,467

46,758,345

43,279,460

15,513,554
11,732,460
257,411

22,192,098
12,182,426
257,403

27,503,425

34,631,927

8,602,064
52,630
372,424
42,104,177
604,017
57,508

8,760,351
56,036
587,866
37,685,215
1,985,910
60,046

Reserves
Share premium
Remeasurement of post employment benefits
Remeasurement of investments
Unappropriated profit
TOTAL EQUITY
Liabilities
Non-current liabilities
Borrowings
Deferred taxation
Deferred liabilities

7

Current liabilities
Current portion of:
- borrowings
- deferred liabilities
Accrued interest / mark-up
Trade and other payables
Short-term borrowings
Unclaimed dividend

7
8
9

TOTAL LIABILITIES

51,792,820

49,135,424

79,296,245

83,767,351

126,054,590

127,046,811

10

Contingencies and Commitments
TOTAL EQUITY AND LIABILITIES

The annexed notes from 1 to 22 form an integral part of these consolidated condensed interim financial statements.
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consolidated condensed interim
statement of profit or loss (unaudited)
for the nine months ended september 30, 2020
(Amounts in thousand except for earnings per share)

Note

Quarter ended
September 30,
2020

Nine months ended

September 30,
2019

September 30,
2020

September 30,
2019

----------------------------------------------------------Rupees-------------------------------------------------------Net sales

11

37,435,226

27,106,187

78,138,036

77,749,136

Cost of sales

(26,592,361)

(18,266,649)

(53,900,431)

(52,794,633)

Gross profit

10,842,865

8,839,538

24,237,605

24,954,503

Selling and distribution expenses

(2,562,623)

(2,068,744)

(5,990,180)

(5,449,526)

(514,676)

(296,364)

(1,234,810)

(887,347)

7,765,566

6,474,430

17,012,615

18,617,630

1,214,268

1,005,870

3,652,650

Administrative expenses

Other income

12

501,153

Other operating expenses

(408,303)

(502,558)

(1,148,896)

(1,489,298)

Finance cost

(655,214)

(1,209,649)

(2,762,935)

(3,228,796)

(1,063,517)

(1,712,207)

(3,911,831)

(4,718,094)

7,203,202

5,976,491

14,106,654

17,552,186

(169,360)

(2,650,011)

(2,615,972)

(7,041,530)

7,033,842

3,326,480

11,490,682

10,510,656

7,033,842
7,033,842

3,326,480
3,326,480

11,490,682
11,490,682

10,474,470
36,186
10,510,656

5.27
5.27

2.49
2.49

8.61
8.61

7.84
0.03
7.87

Profit before taxation
Taxation
Profit for the period
Profit attributable to:
- continuing operations
- discontinued operations

13

Earnings per share (basic and diluted) from:
- continuing operations
- discontinued operations

The annexed notes from 1 to 22 form an integral part of these consolidated condensed interim financial statements.
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consolidated condensed interim
statement of comprehensive income (unaudited)
for the nine months ended september 30, 2020
(Amounts in thousand)

Quarter ended
Nine months ended
September
September
September
September
30, 2020
30, 2019
30, 2020
30, 2019
-----------------------------------------------------------Rupees--------------------------------------------------Profit for the period

7,033,842

3,326,480

11,490,682

10,510,656

Other comprehensive income:
Items potentially re-classifiable to profit or loss
Exchange differences on translation of foreign operations
Unrealised loss on remeasurement of investments
classified as fair value through other comprehensive
income (FVOCI) - net of tax
Total comprehensive income for the period

-

-

-

-

275,754

(44,802)

(2,532)

6,989,040

3,323,948

11,490,682

10,783,878

(2,532)

6,989,040
6,989,040

3,323,948
3,323,948

11,490,682
11,490,682

10,471,938
311,940
10,783,878

Total comprehensive income for the period
attributable to:
- continuing operations
- discontinued operations

The annexed notes from 1 to 22 form an integral part of these consolidated condensed interim financial statements.
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consolidated condensed interim
statement of changes in equity
for the nine months ended september 30, 2020
(Amounts in thousand)
RESERVES
CAPITAL
Share
capital

Share
premium

REVENUE

Exchange
revaluation
reserve

Remeasurement of
post employment
benefits

Remeasurement of
investments

Unappropriated
profit

Total

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

Balance as at January 1, 2020 (Audited)

13,352,993

3,384,904

-

(56,639)

-

26,598,202

43,279,460

-

-

-

-

(2,670,599)
(5,341,198)
(8,011,797)

(2,670,599)
(5,341,198)
(8,011,797)

-

Transaction with owners:
Dividends:
- Final 2019: Rs. 2.00 per share
- 1st interim dividend 2020: Rs. 4.00 per share

-

-

-

Total comprehensive income for the
nine months ended September 30, 2020
Profit for the period

-

-

Balance as at September 30, 2020 (Unaudited)

13,352,993

3,384,904

Balance as at January 1, 2019 (Audited)

13,352,993

3,384,904

408,817

-

11,490,682

11,490,682

(56,639)

-

30,077,087

46,758,345

(44,729)

-

28,421,170

45,523,155

Transaction with owners:
Dividends:
- Final 2018: Rs. 3.00 per share

-

-

-

-

-

(4,005,898)

(4,005,898)

- 1st interim dividend 2019: Rs. 5.00 per share

-

-

-

-

-

(6,676,497)

(6,676,497)

-

-

-

-

-

(10,682,395)

(10,682,395)

-

-

-

-

-

10,510,656

10,510,656

-

-

275,754

-

-

-

-

275,754

-

(2,532)
(2,532)

-

(684,571)

Total comprehensive income for the
nine months ended September 30, 2019
Profit for the period
Other comprehensive income for the period:
- exchange revaluation
- un-realised loss on remeasurement of FVOCI
Investment- Net of tax
Reclassification of exchange revaluation reserve to
profit or loss on disposal of subsidy
Balance as at September 30, 2019 (Unaudited)

13,352,993

3,384,904

-

The annexed notes from 1 to 22 form an integral part of these consolidated condensed interim financial statements.
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-

-

(44,729)

(2,532)

10,510,656
684,571
28,934,002

275,754
(2,532)
10,783,878
45,624,638

consolidated condensed interim
statement of cash flows (unaudited)
for the nine months ended september 30, 2020
(Amounts in thousand)
Nine months ended
September 30,
September 30,
2020
2019
---------------------------Rupees-------------------------

Note
CASH FLOWS FROM OPERATING ACTIVITIES
Cash generated from operations
Retirement and other service benefits paid
Taxes paid
Long-term loans and advances - net

14

34,322,276
(56,795)
(1,591,230)
48,634

30,890,543
(60,848)
(7,364,321)
(60,780)

32,722,885

23,404,594

(2,571,604)
22,104
(11,206,174)
4,726,257

(3,336,888)
733,819
1,927,286
(25,003,576)
28,685,553

874,841

1,480,758

(8,154,576)

4,486,952

Dividends paid
Finance cost paid
Repayments of long-term borrowings

(8,014,335)
(2,814,919)
(7,000,289)

(4,006,885)
(2,314,390)
(3,092,042)

Net cash utilised in financing activities

(17,829,543)

(9,413,317)

Net increase in cash and cash equivalents

6,738,766

18,478,229

Cash and cash equivalents at beginning of the period

4,029,957

(190,032)

-

275,754

10,768,723

18,563,951

Net cash generated from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property, plant and equipment and intangibles
Proceeds from disposal of property, plant and equipment
Proceeds from disposal of subsidiary - net
Purchase of short-term investments
Proceeds from sale of short-term investments
Income on government securities, term deposit certificates
and bank deposits
Net cash (utilised) / generated in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES

Exchange gain translation on foreign operations
Cash and cash equivalents at end of the period

15

The annexed notes from 1 to 22 form an integral part of these consolidated condensed interim financial statements.
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notes to the consolidated condensed
interim financial statements (unaudited)
for the nine months ended september 30, 2020
(Amounts in thousand)
1.

LEGAL STATUS AND OPERATIONS
Engro Fertilizers Limited (‘the Holding Company’) is a public company, incorporated in Pakistan on June 29, 2009 as a wholly owned
subsidiary of Engro Corporation Limited (the Parent Company), which is a subsidiary of Dawood Hercules Corporation (the Ultimate
Parent Company). The Company is listed on Pakistan Stock Exchange Limited (PSX).
The Holding Company is engaged in the manufacturing, purchasing and marketing of fertilizers, seeds and pesticides and providing
logistics services. The registered head office of the Company is situated at 7th and 8th floors, The Harbour Front Building, Plot
Number HC-3, Block 4, Scheme Number 5, Clifton, Karachi.

1.1

The 'Group' consists of:
Holding Company: Engro Fertilizers Limited
Subsidiary Company: EFert Agritrade (Private) Limited (EAPL) which is a wholly owned subsidiary of the Holding Company.

1.1.1

EAPL was incorporated on July 06, 2017 to carry out trading and distribution of imported fertilizer as part of the business
reorganization. The Holding Company has transferred its business of trading and distribution of imported fertilizer to the new
subsidiary and holds 10,000 ordinary shares of Rs. 10 each in EAPL.

2.

BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES

2.1

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

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

-

provisions of and directives issued under the Act.

Where the provisions of or directives issued under the Act differ with the requirements of IAS 34, the provisions of and directives
issued under the Act have been followed.
2.2

These consolidated condensed interim financial statements do not include all the information required for annual consolidated
financial statements and therefore should be read in conjunction with the annual consolidated financial statements of the Group for
the year ended December 31, 2019.

2.3

The accounting policies and the methods of computation adopted in the preparation of these consolidated condensed interim
financial statements are same as those applied in the preparation of the audited financial statements of the Group for the year ended
December 31, 2019.
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(Amounts in thousand)
2.4

Initial application of standards, amendments or an interpretation to existing standards
Standards, amendments and interpretations to accounting and reporting standards that became effective during the period
-

IAS 1, 'Presentation of financial statements and IAS 8, 'Accounting Policies, changes in accounting estimates and errors
(effective for the accounting periods, beginning on and after January 1, 2020)

These amendments and consequential amendments to other IFRSs: (i) use a consistent definition of materiality throughout IFRSs and
Conceptual Framework for Financial Reporting; (ii) clarify the explanation of definition of material; and (iii) incorporate some of the
guidance in IAS 1 about immature information.
2.5

The preparation of these consolidated condensed interim financial statements in conformity with accounting and reporting 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 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. Actual results
may differ from these estimates.
During the preparation of these consolidated condensed interim financial statements, the significant judgements and estimates made
by the management are the same as those that were applied to audited financial statements of the Group for the year ended
December 31, 2019.

2.6

Taxes on income in the interim periods are accrued using the effective tax rate that would be applicable to expected total annual
consolidated profit or loss.

2.7

IMPACT OF COVID-19 ON THE CONSOLIDATED FINANCIAL STATEMENTS
The World Health Organization declared COVID-19 (the virus) a global pandemic. The Government of Pakistan, in response to the
virus and growing number of cases in Pakistan provided directions and implemented a country-wide lockdown during second
quarter.
Later as the COVID situation improved, the Government of Pakistan gradually eased the lockdown to support economic revival.
Manufacturing, transportation, distribution and selling of essential commodities including Fertilizers, Seeds and Pesticides, however,
remained permitted during the lockdown. Consequently, the Holding Company’s Urea plant located at Daharki, District Ghotki, Sindh
continued to operate. Zarkhez plant located at Port Qasim, Karachi though, was temporarily closed due to non-availability of steam.
The management believes that due to the pandemic the Holding Company’s operation, consolidated financial position and results
have been impacted only on a temporary basis. As per management’s assessment, there are no significant effects of COVID-19 that
require disclosure in these consolidated condensed interim financial statements.
The management continues to monitor the developing situation and would proactively manage any risk arising thereof.

3.

PROPERTY, PLANT AND EQUIPMENT
Operating assets at net book value (note 3.1)
Capital work-in-progress (note 3.2)
Major spare parts and stand-by equipment

Unaudited
September 30,

Audited
December 31,

2020

2019

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

59,815,590

62,586,001

3,890,781

2,572,476

852,829
64,559,200

765,949
65,924,426
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(Amounts in thousand)
3.1

Additions to and disposals from operating assets during the period are as follows:

Building on freehold land
Leasehold land
Plant and machinery
Catalyst
Office equipment
Vehicles

Additions (Unaudited)
Disposals (Unaudited)
(at cost)
(at net book value)
September 30,
September 30,
September 30,
September 30,
2020
2019
2020
2019
----------------------------------------------Rupees-------------------------------------------------34,477
87,646
28,238
276,686
1,882,091
371,195
138,233
71,832
25,884
415
717,023
116,676
6,940
1,166,419
2,529,440
25,884
35,593

The above disposals represent assets having a cost of Rs. 38,918 (September 30, 2019: Rs. 895,437) and net book value of Rs.
25,884. (September 30, 2019: Rs. 35,539), which were disposed off for Rs. 22,104 (September 30, 2019: Rs. 733,819).

3.2

4.

Capital work-in-progress

Audited
December 31,
2019

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

Balance at beginning of the period / year
Add: Additions during the period / year

2,572,476
2,484,724

3,159,249
3,825,592

Transferred to:
- Operating assets
- Intangible assets

(1,166,419)
-

(3,753,003)
(659,362)

Balance at end of the period / year

3,890,781

2,572,476

921,550
295,665
3,524
1,220,739

980,126
135,070
48,169
1,163,365

5,021,530
3,814,370
8,835,900

2,238,488
9,104,570
11,343,058

84,768
9,971,871

28,785
12,477,638

28,785
55,983
84,768

30,000
28,785
(30,000)
28,785

STOCK-IN-TRADE
Raw materials
Packing materials
Work-in-process
Finished goods:
- manufactured products
- purchased and packaged products
Less: Provision for net realisable value of purchased and
packaged products (note 4.1)

4.1

Unaudited
September 30,
2020

Provision for net realisable value of purchased and
packaged products
Balance at beginning of the period / year
Charge for the period / year
Written-off during the period / year
Balance at end of the period / year

16 engro fertilizers

(Amounts in thousand)

5.

TRADE DEBTS
Considered good
- Secured (note 5.1)
- Unsecured
Considered doubtful
Less: Provision for impairment against trade debts (note 5.2)

5.1

These debts are secured by way of bank guarantee and inland letter of credit.

5.2

Provision for impairment against trade debts
Balance at beginning of the period / year
Charge for the year
Balance at end of the period / year

6.

6,367,605
310,333
6,677,938
50,299
6,728,237
50,299
6,677,938

13,275,370
899,150
14,174,520
48,799
14,223,319
48,799
14,174,520

48,799
1,500
50,299

18,230
30,569
48,799

11,505,650
7,449,545
257,714
19,212,909

5,305,337
206,207
5,511,544

24,115,618

30,952,449

SHORT-TERM INVESTMENTS
Treasury Bills
Pakistan Investment Bonds
Term Deposit certificates

7.

Unaudited
Audited
September 30,
December 31,
2020
2019
---------------Rupees-------------

BORROWINGS - Secured
Long term finance utilised under mark-up
arrangements (notes 7.1 and )
Less: Current portion shown under current liabilities
Balance at end of the period / year

8,602,064

8,760,351

15,513,554

22,192,098

7.1

All senior debts are secured by an equitable mortgage upon immovable property of the Holding Company and equitable charge over
present and future fixed assets excluding immovable property of the Holding Company.

7.2

During the period, principal repayments of long-term finances were made to MCB Bank Limited, Allied Bank Limited, United Bank
Limited, Dubai Islamic Bank Limited, Local Syndicate and DEG amounting to Rs.2,000,000, Rs.1,000,000, Rs.2,000,000,
Rs.200,000, Rs.1,522,042 and Rs.278,334 respectively.
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(Amounts in thousand)
8.

TRADE AND OTHER PAYABLES
The Honorable Supreme Court of Pakistan (“SCP”) through its judgment dated August 13, 2020 (“Judgment”) declared that the levy
imposed under the Gas Infrastructure Development Cess (“GIDC”) Act, 2015 (“the Act”) is valid and in accordance with the provisions
of the Constitution of Pakistan 1973. The SCP in its Judgment stated that the Government has already collected Rs. 295 billion and
this amount combined with the outstanding amount would be in the vicinity of Rs. 700 billion. The SCP, therefore, issued the
following directions:
-

It restrained the Federal Government from collecting further GIDC until such time that the GIDC already collected and accrued
(but not yet collected), is expanded on the projects listed under the Act;

-

As all industrial and commercial entities which consume gas for their business activities pass on the burden to their customers,
therefore, GIDC that has become due upto 31.07.2020 and has not been recovered so far shall be recovered by the
Companies responsible under the Act to recover from their consumers;

-

Gas companies responsible to collect GIDC under the Act should collect the unpaid GIDC (which has accrued but yet not
collected) in twenty-four equal monthly installments, without the component of Late Payment Surcharge (“LPS”);

-

LPS shall only become payable for the delays that may occur in the payment of any of the twenty-four installments; and

-

The Federal Government shall take all steps to commence work on the laying of the pipelines. In case, no work is carried out
on the pipelines (in the manner and/or time specified in the Judgment), the purpose of levying GIDC shall be deemed to have
been frustrated and the Act would become completely in-operational and considered dead for all intents and purposes.

The Holding Company aggrieved by the Judgment has filed a review petition before the SCP. Further, after SNGPL issued an invoice
for the first installment of GIDC on feed gas supplied to the Holding Company under a fixed price gas sale and purchase agreement
dated April 11, 2007 (“GSPA”), the Holding Company also approached the Sindh High Court (“SHC”) to challenge this imposition.
The Holding Company has obtained a stay order in its favour and the SHC has restrained SNGPL from taking any coercive action
against the Holding Company on collecting GIDC on feed stock gas supplied to the Holding Company under the GSPA.
As of September 30, 2020, the Holding Company carries a provision of Rs. 19,581,117 in respect of GIDC on supply of
non-concessionary gas (i.e. gas other than the feed gas supplied under the GSPA). The management has made an assessment (and
as also confirmed by the legal advisor) there are reasonable chances of a favourable outcome in relation to the legal proceedings filed
against SNGPL for feed gas supplied under the GSPA. Hence no provision on account of GIDC has been recorded by the Holding
Company in respect of feed gas received under the GSPA.
9.

SHORT-TERM BORROWINGS
Holding Company
The Holding Company has funded facilities for short-term finances available from various banks and institutional investors amounting
to Rs. 16,350,000 (December 31, 2019: Rs. 15,125,000) along with non-funded facilities of Rs. 3,827,000 (December 31, 2019: Rs.
3,827,000) for bank guarantees. The rates of markup on funded bank overdraft facilities ranged from 0.2% to 0.5% per annum over
1-month & 3-month KIBOR and all facilities are secured by floating charge upon all present and future stocks including raw and
packaging materials, finished goods, stores and spares and other merchandise and on all present and future book debts,
outstanding monies, receivable claims and bills of the Holding Company. The Holding Company has utilised Rs. 539,948 (December
31, 2019: Rs. 1,546,685) from funded facilities and Rs. 3,571,468 (December 31, 2019: 2,610,188) from the non-funded facilities as
at the reporting date.
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(Amounts in thousand)
Subsidiary Company
The facilities for short term running finances, available from various banks, aggregate to Rs. 12,725,000 (December 31, 2019: Rs.
12,725,000). The rates of markup on the funded bank overdraft facilities ranged from 0.2% to 0.5% per annum over 1-month KIBOR
and 3-months KIBOR. These facilities are secured by floating charge upon all present and future stocks including raw and packaging
materials, finished goods, stores and spares and other merchandise and on all present and future book debts, outstanding monies,
receivable claims and bills of the Holding Company. The Company has utilised Rs. 64,069 (December 31, 2019: Rs. 439,225) out of
the aforementioned facilities as at the reporting date.
10.

CONTINGENCIES AND COMMITMENTS
Contingencies

10.1

As at September 30, 2020, bank guarantees of Rs.4,459,422 (December 31, 2019: Rs. 3,400,747) have been issued in favour of
third parties.

10.2

As at September 30, 2020, claims, including pending lawsuits, against the Group not acknowledged as debts amount to Rs. 61,914
(December 31, 2019: Rs. 61,914).

10.3

In the year 2017, the High Court of Islamabad in its order dated June 8, 2017 declared that the income derived by a Contractor from
its contract with the Holding Company, is subject to tax as per Clause 4 of Article 5 of Double Taxation Treaty between Pakistan and
the Netherlands. Thus confirming demand order issued of Rs. 1,150,921. In respect thereof, the Contractor preferred an appeal in
the Supreme Court of Pakistan (SCP) and the proceedings in relation thereto are currently pending. It is expected that on adjudication
on the merits of the case, the exposure will not exceed Rs. 200,000 for the Holding Company.
Although certain implications arise under the terms of the Contract, the chances of any obligation crystallising on part of the Holding
Company given the time lines of any separate proceedings under the Income Tax Ordinance, 2001 are remote. Accordingly, no
provision has been made in respect of the demand order issued by the tax department.

10.4

10.5

Except as mentioned above, as at September 30, 2020, there is no material change in the status of matters reported as
contingencies in note 21 of the audited consolidated financial statements of the Group for the year ended December 31, 2019.

Commitments
Commitments in respect of capital expenditure
and other operational items

Unaudited
Audited
December 31,
September 30,
2020
2019
-------------------------Rupees------------------------9,338,069

7,364,808
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(Amounts in thousand)
11.

NET SALES

Gross sales:
- manufactured product
- purchased and packaged product
- services
Less: sales tax

12.

Unaudited
Quarter ended
Nine months ended
September 30,
September 30, September 30, September 30,
2020
2019
2020
2019
-------------------------------------Rupees------------------------------------22,424,748
15,695,980
46,532
38,167,260
732,034
37,435,226

18,595,440
9,062,246
10,429
27,668,115
561,928
27,106,187

53,689,823
25,757,634
352,823
79,800,280
1,662,244
78,138,036

53,034,429
26,345,372
10,429
79,390,230
1,641,094
77,749,136

500,523

1,058,041

1,001,841

1,728,358

1,347
2,682

698,227
2,899
999,423
43,675
180,068

OTHER INCOME
On financial assets
Income on government securities, term deposit
certificates and bank deposits
On non-financial assets
Gain on disposal of property, plant and equipment
Rental income
Reversal of liability for workers’ welfare fund
Gain on disposal of spares / scrap
Others

630

4,019
12,892
139,316

630

156,227

4,029

1,924,292

501,153

1,214,268

1,005,870

3,652,650

13.

TAXATION

13.1

In previous years, the income tax department amended the assessment filed by the Holding Company for the tax years 2015, 2016
and 2017. The Holding Company filed appeals there against before the Commissioner Inland Revenue Appeals (CIRA) for
disallowances made in the orders which mainly included proration of expenses to exempt / FTR incomes, exchange loss
disallowances, loss on derivatives and losses purchased from Engro Eximp Agriproducts Limited under section 59B of the Income
Tax Ordinance, 2001, resulting in cumulative addition of Rs. 16,173,826 to taxable income of these tax years. Last year, CIRA
passed an order for tax years 2015, 2016 and 2017 maintaining most of the additions made by taxation officer in the amendment
order, whilst allowing deletion of expenses on allocation basis to exempt income and claim of exchange losses on realised basis. The
Holding Company as well as the tax department has filed appeals against the order of CIRA before the Appellate Tribunal, Inland
Revenue (ATIR). The matter was heard by the ATIR for tax year 2015 and 2016 on January 7, 2020.
During the period, ATIR passed an order for tax year 2015 and 2016 and decided all matters in favor of the Holding Company, except
for disallowance of provisions on inventories that was maintained. The department has proceeded to file review application
thereagainst before the Sindh High Court.
The Holding Company is confident of a favorable outcome on these amendments and therefore no provision has been recognised
in this respect in these consolidated condensed interim financial statements.
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(Amounts in thousand)
13.2

In FY 2019, the Holding Company received recovery notice from income tax department for payment of Super Tax in respect of tax
year 2018 against which the Holding Company filed a constitutional petition before High Court of Sindh (HCS) and obtained stay
therefrom.
On July 21, 2020, the HCS confirmed the levy of Super Tax as intra vires to the Constitution. Aggrieved by this, the Holding Company
filed a Constitutional Petition for Leave to Appeal (CPLA) before the Honorable Supreme Court of Pakistan. Subsequent to the HCS
decision, the tax department passed an order against the Holding Company for tax years 2015 and 2016 having demand in
aggregate of Rs. 1,202,703 and raised show cause notices for all relevant tax years (TY 2015-2019). The Holding Company is in the
process of filing appeal against the said orders.
Adequate provision for Super Tax for the respective tax years is being maintained in these consolidated condensed interim financial
statements.

13.3

During the period, the management has re-assessed its tax provisions based on the finalization of its assessment of prior tax years
with the department. In this regard, management has recognized reversal of tax provisions amounting in aggregate to Rs. 2,116,622
in these consolidated interim financial statements.

13.4

Except as mentioned above, as at September 30, 2020, there is no material change in the tax related matters reported in note 29 of
the audited consolidated financial statements of the Group for the year ended December 31, 2019.

14.

CASH GENERATED FROM OPERATIONS
Profit before taxation

Unaudited
Nine months ended
September 30,
September 30,
2020
2019
-------------------------Rupees------------------------14,106,654

17,552,186

3,910,945
78,976
(2,899)
3,780
56,296

4,249,884
25,512
(2,891)
(698,227)
(120,002)
61,994

(1,001,841)
2,599,477
159,345
4,113
3,294

(1,728,358)
2,946,059
267,600
15,137
13,371

55,983
20,295
1,098,443
13,229,415

28,591
7,550
8,272,137

34,322,276

30,890,543

Adjustment for non-cash charges and other items:
Depreciation
Amortisation of intangibles
Amortisation of deferred income
Loss / (Gain) on disposal of property, plant and equipment
Gain on disposal of subsidiary
Provision for retirement and other service benefits
Income on government securities, term deposit certificates
and bank deposits
Finance cost
Exchange loss on revaluation of long-term borrowings
Amortisation of transaction cost
Provision for impairment against receivables
Provision for net realisable value of purchased and
packaged products
Provision for surplus and slow moving stores and spares
Provision against input tax disallowance
Working capital changes (note 14.1)
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(Amounts in thousand)

14.1

Unaudited
Nine months ended
September 30,
September 30,
2020
2019
-------------------------Rupees-------------------------------------------------Rupees-------------------------

Working capital changes
Decrease in current assets
- Stores, spares and loose tools
- Stock-in-trade
- Trade debts
- Loans, advances, deposits and prepayments
- Other receivables
Increase trade and other payables

15.

(2,040,641)
2,449,784
7,495,082
935,130
(28,902)
8,810,453

(162,612)
2,205,832
4,374,175
(2,375,485)
(1,690,605)
2,351,305

4,418,962

5,920,832

13,229,415

8,272,137

1,548,898
9,823,842
(604,017)
10,768,723

727,604
19,986,244
(2,149,897)
18,563,951

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

16.

FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENTS

16.1

Financial risk factors
The Group's activities expose it to a variety of financial risks: 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 these consolidated condensed interim
financial statements do not include all the financial risk management information and disclosures required in the annual financial
statements.

16.2

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

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); and

-

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

Assets

Level 1
Level 2
Level 3
Total
-------------------------------------------------- Rupees --------------------------------------------------

Short-term investments
Fair value through other
comprehensive income

-

18,955,195

-

18,955,195

Level 2 - The fair valued financial instruments comprise Government Securities which are valued using discounted cash flow model.
There were no transfers amongst the levels during the period.
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(Amounts in thousand)
16.3

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

17.

TRANSACTIONS WITH RELATED PARTIES
Related parties comprise of Parent Company, associated companies, 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
these consolidated condensed interim financial statements, are as follows:

Parent Company
Purchases and services received
Services provided
Royalty charged to the Company
Reimbursements made:
- to the Company
- by the Company
Dividend paid by the Company
Expenses incurred on behalf of the Company

Unaudited
September 30,
September 30,
2020
2019
-------------------------Rupees------------------------483,332
51,746
790,891

401,786
49,417
778,579

174,091
27,650
4,507,872
-

61,179
141,603
2,253,936
7,906

120,426
79,108

124,349
1,736
705,600
60,356

38,030
9,295

47,550
11,874

434

237

68,800

53,500

5,672
106,385
117,283

7,582
97,880
108,051

101
1,420
2,078

267
974
1,836

185,613
9,944

214,651
400

Associated companies
Purchases and services received
Proceeds against sale of products
Proceeds against sale of land
Services provided by the Company
Reimbursements
- by the Company
- to the Company
Dividend paid to trustees of Engro Foods Limited
Gratuity Fund
Contribution to Engro Foundation under Corporate
Social Responsibility
Contribution to staff retirement benefits
Pension fund
Gratuity fund
Provident fund
Dividend paid to staff retirement benefits
Pension fund
Gratuity fund
Provident fund
Others
Remuneration of key management personnel
Director's fee
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18.

OPERATING SEGMENT RESULTS
Urea

Phosphates

Specialty Fertilizers Business

Others

Total

Unaudited
Unaudited
Unaudited
Unaudited
Unaudited
September 30, September 30,
September 30, September 30,
September 30, September 30,
September 30, September 30,
September 30, September 30,
2020
2019
2020
2019
2020
2019
2020
2019
2020
2019
-------------------------------------------------------------------------------------------------------------- Rupees -------------------------------------------------------------------------------------------------------------Sales
Intersegment sales
Sales tax

46,508,215
1,350,517
(926,813)
46,931,919

46,661,236
1,162,371
(914,162)
46,909,445

22,095,223
(433,101)
21,662,122

22,301,969
(442,861)
21,859,108

9,843,543
(296,441)
9,547,102

9,541,366
(278,017)
9,263,349

1,353,299
689,495
(5,889)
2,036,905

885,659
27,404
(6,054)
907,009

79,800,280
2,040,012
(1,662,244)
80,178,048

79,390,230
1,189,775
(1,641,094)
78,938,911

Profit/(Loss) before tax

13,223,139

16,054,558

653,245

1,303,435

387,397

641,062

(157,127)

(446,869)

14,106,654

17,552,186

3,694,370

4,090,294

28,612

64,084

266,939

121,018

3,989,921

4,275,396

Depreciation & Amortization

19.

Capital Expenditure

790,102

1,538,104

Segment Assets
Unallocated assets
Total Assets

87,684,897
87,684,897

98,547,728
98,547,728

4,679,970
4,679,970

12,408,536
12,408,536

10,647

25,168

1,683,975

1,581,040

2,484,724

3,144,312

2,534,891
2,534,891

4,942,794
4,942,794

10,160,115
10,160,115

2,116,826
2,116,826

105,059,873
20,994,717
126,054,590

118,015,884
9,030,927
127,046,811

SEASONALITY
The Group's fertilizer business is subject to seasonal fluctuations as a result of two different farming seasons viz, Rabi (from October
to March) and Kharif (from April to September). On an average, fertilizer sales are more tilted towards Rabi season. The Group
manages seasonality in the business through appropriate inventory management.

20.

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

21.

NON-ADJUSTING EVENT AFTER THE REPORTING DATE
The Board of Directors in its meeting held on October 21, 2020 has approved an interim cash dividend of Rs.5 per share for the year
ending December 31, 2020 amounting to Rs. 6,676,496. These consolidated condensed interim financial statements do not include
the effect of the said interim dividend.

22.

DATE OF AUTHORISATION FOR ISSUE
These consolidated condensed interim financial statements were authorised for issue on October 21, 2020 by the Board of Directors
of the Holding Company.

Chief Executive Officer
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condensed interim financial
statements (unaudited)
for the nine months ended
september 30, 2020

condensed interim statement of financial position
as at september 30, 2020
(Amounts in thousand)

ASSETS

Unaudited
Audited
September 30,
December 31,
Note
2020
2019
-----------------------Rupees----------------------

Non-current assets
Property, plant and equipment

3

Intangible assets
Long-term loans, advances and deposits
Investment in subsidiary

64,559,200

65,924,426

4,992,027

5,071,003

112,506

162,852

100

100

69,663,833

71,158,381

7,321,438

5,301,092

Current assets
Stores, spares and loose tools
Stock-in-trade

4

6,673,327

3,568,895

Trade debts

5

4,104,270

10,009,934

Working capital loan to subsidiary

6

5,769,581

16,245,774

Short-term investments

7

19,203,309

5,501,944

Other receivables

7,881,403

8,639,451

Loans, advances, deposits and prepayments

1,176,626

1,735,337

Taxation - net

1,761,645

2,757,547

Cash and bank balances

1,542,660

3,409,674

370,864

779,897

55,805,123

57,949,545

125,468,956

129,107,926

Accrued income

TOTAL ASSETS
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(Amounts in thousand)
Unaudited
Audited
September 30,
December 31,
Note
2020
2019
-----------------------Rupees----------------------

EQUITY & LIABILITIES
Equity
Share capital

13,352,993

13,352,993

3,384,904
(304,027)
(56,993)
30,495,227

3,384,904
(304,027)
(56,993)
26,475,684

33,519,111

29,499,568

46,872,104

42,852,561

15,513,554
11,732,460
254,590

22,192,098
12,182,426
254,538

27,500,604

34,629,062

8,602,064
52,179
41,474,918
539,949
369,630
57,508

8,760,351
55,585
40,648,651
1,546,685
554,985
60,046

51,096,248

51,626,303

78,596,852

86,255,365

125,468,956

129,107,926

Reserves
Share premium
Reserve on amalgamation
Remeasurement of post employment benefits
Unappropriated profit
TOTAL EQUITY
Liabilities
Non-current liabilities
Borrowings
Deferred taxation
Deferred liabilities

8

Current liabilities
Current portion of:
- borrowings
- deferred liabilities
Trade and other payables
Short-term borrowings
Accrued interest / mark-up
Unclaimed dividend

8
9
10

TOTAL LIABILITIES
Contingencies and Commitments

11

TOTAL EQUITY & LIABILITIES
The annexed notes from 1 to 23 form an integral part of these condensed interim financial statements.
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condensed interim statement of profit or loss (unaudited)
for the nine months ended september 30, 2020
(Amounts in thousand except for earnings per share)
Quarter ended
September 30,
Note

Net sales

12

Nine Months ended

September 30,

September 30,

September 30,

2020
2019
2020
2019
----------------------------------------Rupees-------------------------------------------22,421,084

18,539,344

53,832,974

52,881,187

Cost of sales

(13,342,231)

(11,143,959)

(32,463,924)

(31,778,305)

Gross profit

9,078,853

7,395,385

21,369,050

21,102,882

Selling and distribution expenses

(2,025,947)

(1,606,959)

(5,063,039)

(4,375,948)

(510,531)

(290,394)

(1,211,490)

(853,767)

6,542,375

5,498,032

15,094,521

15,873,167

869,163

2,886,498

2,521,476

7,697,082

Other operating expenses

(451,672)

(502,195)

(1,145,309)

(1,487,409)

Finance cost

(674,230)

(886,085)

(2,786,855)

(2,922,258)

(1,125,902)

(1,388,280)

(3,932,164)

(4,409,667)

6,285,636

6,996,250

13,683,833

19,160,582

354,560

(2,288,080)

(1,652,493)

(5,935,926)

6,640,196

4,708,170

12,031,340

13,224,656

4.97

3.53

9.01

9.90

Administrative expenses

Other income

13

Profit before taxation
Taxation
Profit for the period
Earnings per share - basic and diluted

14

The annexed notes from 1 to 23 form an integral part of these condensed interim financial statements.
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condensed interim statement of comprehensive income
(unaudited) for the nine months ended september 30, 2020
(Amounts in thousand)
Quarter ended
Nine Months ended
September 30, September 30, September 30, September 30,
2020
2019
2020
2019
---------------------------------------Rupees----------------------------------------Profit for the period

6,640,196

4,708,170

12,031,340

13,224,656

Other comprehensive income:
Items potentially re-classifiable to profit or loss
Unrealised loss on remeasurement of investment
classified as fair value through other comprehensive
income (FVOCI) - net of tax
Total comprehensive income for the period

(44,802)

(2,532)

-

(2,532)

6,595,394

4,705,638

12,031,340

13,222,124

The annexed notes from 1 to 23 form an integral part of these condensed interim financial statements.
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condensed interim statement of changes in equity
for the nine months ended september 30, 2020
(Amounts in thousand)
RESERVES

CAPITAL
Share
capital

Share
premium

Reserve on
amalgamation

Remeasurement
of post
employment
benefits

REVENUE
Remeasurement
of investments

Unappropriated
profit

Total

----------------------------------------------------------------------------Rupees--------------------------------------------------------------------------------Balance as at January 1, 2020 (Audited)

13,352,993

3,384,904

(304,027)

(56,993)

-

26,475,684

42,852,561

Transaction with owners:
Dividends:
- Final 2019: Rs. 2.00 per share

-

-

-

-

-

(2,670,599)

(2,670,599)

-

-

-

-

-

(5,341,198)

(5,341,198)

-

-

-

-

-

(8,011,797)

(8,011,797)

Profit for the period

-

-

-

-

-

12,031,340

12,031,340

Other comprehensive income for the period

-

-

-

-

-

-

-

-

-

-

12,031,340

12,031,340

- 1st interim dividend 2020: Rs. 4.00 per share
Total comprehensive income for the
nine months ended September 30, 2020

-

-

Balance as at September 30, 2020 (Unaudited)

13,352,993

3,384,904

(304,027)

(56,993)

-

30,495,227

46,872,104

Balance as at January 1, 2019 (Audited)

13,352,993

3,384,904

(304,027)

(45,083)

-

26,606,961

42,995,748

Transaction with owners:
Dividends:
- Final 2018: Rs. 3.00 per share
- 1st interim dividend 2019: Rs. 5.00 per share
Total comprehensive income for the
nine months ended September 30, 2019
Profit for the period
Other comprehensive income for the period

Balance as at September 30, 2019 (Unaudited)

-

-

-

-

-

(4,005,898)

(4,005,898)

-

-

-

-

-

(6,676,497)

(6,676,497)

-

-

-

-

-

(10,682,395)

(10,682,395)

-

-

-

-

(2,532)
(2,532)

13,224,656
13,224,656

13,224,656
(2,532)
13,222,124

(45,083)

(2,532)

29,149,222

45,535,477

13,352,993

3,384,904

(304,027)

The annexed notes from 1 to 23 form an integral part of these condensed interim financial statements.

Chief Executive Officer
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condensed interim statement of cash flows (unaudited)
for the nine months ended september 30, 2020
(Amounts in thousand)
Nine Months ended
September 30,
September 30,
Note
2020
2019
---------------------------Rupees-------------------------

CASH FLOWS FROM OPERATING ACTIVITIES
Cash generated from operations
Retirement and other service benefits paid
Taxes paid
Long-term loans, advances and deposits - net

15

21,300,097
(56,254)
(1,106,560)
50,346

23,597,448
(59,544)
(6,470,107)
(62,146)

20,187,629

17,005,651

(2,571,604)
22,104
(7,664,370)
18,140,564
(11,206,174)
4,726,257
426,470

(3,336,888)
733,819
(26,699,600)
30,617,800
(25,003,576)
28,580,593
1,972,505
1,724,975

Net cash generated from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property, plant and equipment and intangibles
Proceeds from disposal of property, plant and equipment
Disbursement of working capital loan to subsidiary
Payment received against working capital loan to subsidiary
Purchase of short-term investments
Proceeds from sale of short-term investments
Proceeds from sale of subsidiary
Dividend received
Income on government securities, term deposit certificates
and bank deposits

2,123,757

2,529,941

3,997,004

11,119,569

(8,014,335)
(2,808,752)
(7,000,376)
(17,823,463)

(4,006,885)
(2,249,513)
(3,092,042)
(9,348,440)

Net increase in cash and cash equivalents

6,361,170

18,776,780

Cash and cash equivalents at beginning of the period

4,465,383

95,182

10,826,553

18,871,962

Net cash generated from investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid
Finance cost paid
Repayments of long-term borrowings
Net cash utilised in financing activities

Cash and cash equivalents at end of the period

16

The annexed notes from 1 to 23 form an integral part of these condensed interim financial statements.
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notes to the condensed interim financial statements
(unaudited)
for the nine months ended september 30, 2020
(Amounts in thousand)
1.

LEGAL STATUS AND OPERATIONS
Engro Fertilizers Limited (‘the Company’) is a public company, incorporated in Pakistan on June 29, 2009 as a wholly owned
subsidiary of Engro Corporation Limited (the Holding Company), which is a subsidiary of Dawood Hercules Corporation (the Ultimate
Parent Company). The Company is listed on Pakistan Stock Exchange Limited (PSX).
The Company is engaged in the manufacturing, purchasing and marketing of fertilizers, seeds and pesticides and providing logistics
services. The registered head office of the Company is situated at 7th and 8th floors, The Harbour Front Building, Plot Number HC-3,
Block 4, Scheme Number 5, Clifton, Karachi.

2.

BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES

2.1

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

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

-

provisions of and directives issued under the Act.

Where the provisions of or directives issued under the Act differ with the requirements of IAS 34, the provisions of and directives
issued under the Act have been followed.
2.2

These condensed interim financial statements represent the condensed interim financial statements of the Company on a standalone
basis. The consolidated condensed interim financial statements of the Company and its subsidiary are presented separately. These
condensed interim financial statements do not include all the information required for annual financial statements and therefore
should be read in conjunction with the audited financial statements of the Company for the year ended December 31, 2019.

2.3

The accounting policies and the methods of computation adopted in the preparation of these condensed interim financial statements
are same as those applied in the preparation of the audited financial statements of the Company for the year ended December 31,
2019.

2.4

Initial application of standards, amendments or an interpretation to existing standards
Standards, amendments and interpretations to accounting and reporting standards that became effective during the period
-

IAS 1, 'Presentation of financial statements and IAS 8, 'Accounting Policies, changes in accounting estimates and errors
(effective for the accounting periods, beginning on and after January 1, 2020)

These amendments and consequential amendments to other IFRSs: (i) use a consistent definition of materiality throughout IFRSs and
Conceptual Framework for Financial Reporting; (ii) clarify the explanation of definition of material; and (iii) incorporate some of the
guidance in IAS 1 about immature information.
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(Amounts in thousand)
2.5

The preparation of these condensed interim financial statements in conformity with the accounting and reporting standards requires
the use of certain critical accounting estimates. It also requires management to exercise its judgement in the process of applying the
Company's accounting policies. Estimates and 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. Actual results may differ
from these estimates.
During the preparation of these condensed interim financial statements, the significant judgements and estimates made by the
management are the same as those that were applied to audited financial statements of the Company for the year ended December
31, 2019.

2.6

Taxes on income in the interim periods are accrued using the effective tax rate that would be applicable to expected total annual profit
or loss.

2.7

IMPACT OF COVID-19 ON THE FINANCIAL STATEMENTS
The World Health Organization declared COVID-19 (the virus) a global pandemic. The Government of Pakistan, in response to the
virus and growing number of cases in Pakistan provided directions and implemented a country-wide lockdown during second
quarter.
Later as the COVID situation improved, the Government of Pakistan gradually eased the lockdown to support economic revival.
Manufacturing, transportation, distribution and selling of essential commodities including Fertilizers, Seeds and Pesticides however
remained permitted during the lockdown. Consequently, the Company’s Urea plant located at Daharki, District Ghotki, Sindh
continued to operate. Zarkhez plant located at Port Qasim, Karachi though, was temporarily closed due to non-availability of steam.
The management believes that due to the pandemic the Company’s operation, financial position and results have been impacted
only on a temporary basis. As per management’s assessment, there are no significant effects of COVID-19 that require disclosure in
these condensed interim financial statements.
The management continues to monitor the developing situation and would proactively manage any risk arising thereof.
Unaudited
September 30,
2020

3.

PROPERTY, PLANT AND EQUIPMENT
Operating assets at net book value (note 3.1)
Capital work-in-progress (note 3.2)
Major spare parts and stand-by equipment

Audited
December 31,
2019

--------------------------Rupees-------------------------59,815,590

62,586,001

3,890,781

2,572,476

852,829
64,559,200

765,949
65,924,426
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(Amounts in thousand)
3.1

Additions to and disposals from operating assets during the period are as follows:

Building on freehold land
Leasehold land
Plant and machinery
Catalyst
Office equipment
Vehicles

Unaudited
Unaudited
(Additions at cost)
(Disposals at net book value)
September 30,
September 30,
September 30,
September 30,
2020
2019
2020
2019
----------------------------------------------Rupees-------------------------------------------------34,477
87,646
28,238
276,686
1,882,091
371,195
138,233
71,832
25,884
415
717,023
116,676
6,940
1,166,419

2,529,440

25,884

35,593

The above disposals represent assets having a cost of Rs. 38,918 (September 30, 2019: Rs. 895,437) and net book value of Rs.
25,884 (September 30, 2019: Rs. 35,593), which were disposed off for Rs. 22,104 (September 30, 2019: Rs. 733,819).

3.2

Capital work-in-progress

Unaudited
Audited
September 30,
December 31,
2020
2019
-----------------Rupees---------------

Balance at beginning of the period / year

2,572,476

3,159,249

Add: Additions during the period / year

2,484,724

3,825,592

(1,166,419)

(3,753,003)

Transferred to:
- operating assets
- intangible assets
Balance at end of the period / year
4.

-

(659,362)

3,890,781

2,572,476

Raw materials

921,550

980,126

Packing materials

161,963

53,569

STOCK-IN-TRADE

Work-in-process
Finished goods:
- manufactured products
- purchased and packaged products

3,524

48,169

1,087,037

1,081,864

5,021,530

2,238,488

649,528

277,328

5,671,058

2,515,816

Less: Provision for net realisable value of purchased and
packaged products (note 4.1)
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84,768

28,785

6,673,327

3,568,895

(Amounts in thousand)

4.1

Provision for net realisable value of purchased and

Unaudited
Audited
September 30,
December 31,
2020
2019
-----------------Rupees---------------

packaged products
Balance at beginning of the period / year

28,785

Charge for the period / year

55,983

Written-off during the period / year
Balance at end of the period / year
5.

-

30,000
28,785
(30,000)

84,768

28,785

3,899,397

9,515,258

TRADE DEBTS
Considered good
- Secured (note 5.1)
- Unsecured

5.1

5.2

204,873

494,676

Considered doubtful

4,104,270
50,299

10,009,934
48,799

Less: Provision for impairment against trade debts (note 5.2)

4,154,569
50,299

10,058,733
48,799

4,104,270

10,009,934

These debts are secured by way of bank guarantee and inland letter of credit.

Provision for impairment against trade debts
Balance at beginning of the period / year
Charge for the year
Reversal during the year
Balance at end of the period / year

6.

Unaudited
Audited
September 30,
December 31,
2020
2019
-----------------Rupees---------------

48,799

18,230

1,500

30,569

-

-

50,299

48,799

WORKING CAPITAL LOAN TO SUBSIDIARY
Represents unsecured loan given to EFERT Agritrade (Private) Limited (EAPL), wholly owned subsidiary of the Company, amounting
to Rs. 5,769,581 (December 31, 2019: Rs. 16,245,774).The mark-up on this loan is receivable on quarterly basis at the rate of 1
month KIBOR + 0.5%. The repayment of the loan is made at mutually agreed terms between the Company and EAPL.
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(Amounts in thousand)
Unaudited
September 30,
2020

Audited
December 31,
2019

--------------------------Rupees-------------------------7.

SHORT-TERM INVESTMENTS
Treasury Bills
Pakistan Investment Bonds
Term Deposit Certificates

8.

11,505,650

5,305,337

7,449,545

-

248,114

196,607

19,203,309

5,501,944

24,115,618

30,952,449

8,602,064

8,760,351

15,513,554

22,192,098

BORROWINGS - Secured
Long-term finance utilised under mark-up
arrangements (notes 8.1 and 8.2)
Less: Current portion shown under current liabilities
Balance at end of the period / year

9.

TRADE AND OTHER PAYABLES
The Honorable Supreme Court of Pakistan (“SCP”) through its judgment dated August 13, 2020 (“Judgment”) declared that the levy
imposed under the Gas Infrastructure Development Cess (“GIDC”) Act, 2015 (“the Act”) is valid and in accordance with the provisions
of the Constitution of Pakistan 1973. The SCP in its Judgment stated that the Government has already collected Rs. 295 billion and
this amount combined with the outstanding amount would be in the vicinity of Rs. 700 billion. The SCP, therefore, issued the
following directions:
-

It restrained the Federal Government from collecting further GIDC until such time that the GIDC already collected and accrued
(but not yet collected), is expanded on the projects listed under the Act;

-

As all industrial and commercial entities which consume gas for their business activities pass on the burden to their customers,
therefore, GIDC that has become due upto 31.07.2020 and has not been recovered so far shall be recovered by the
Companies responsible under the Act to recover from their consumers;

-

Gas companies responsible to collect GIDC under the Act should collect the unpaid GIDC (which has accrued but yet not
collected) in twenty-four equal monthly installments, without the component of Late Payment Surcharge (“LPS”);

-

LPS shall only become payable for the delays that may occur in the payment of any of the twenty-four installments; and

-

The Federal Government shall take all steps to commence work on the laying of the pipelines. In case, no work is carried out
on the pipelines (in the manner and/or time specified in the Judgment), the purpose of levying GIDC shall be deemed to have
been frustrated and the Act would become completely in-operational and considered dead for all intents and purposes.

The Company aggrieved by the Judgment has filed a review petition before the SCP. Further, after SNGPL issued an invoice for the
first installment of GIDC on feed gas supplied to the Company under a fixed price gas sale and purchase agreement dated April 11,
2007 (“GSPA”), the Company also approached the Sindh High Court (“SHC”) to challenge this imposition. The Company has
obtained a stay order in its favour and the SHC has restrained SNGPL from taking any coercive action against the Company on
collecting GIDC on feed stock gas supplied to the Company under the GSPA.
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(Amounts in thousand)
As of September 30, 2020, the Company carries a provision of Rs. 19,581,117 in respect of GIDC on supply of non-concessionary
gas (i.e. gas other than the feed gas supplied under the GSPA). The management has made an assessment (and as also confirmed
by the legal advisor) there are reasonable chances of a favourable outcome in relation to the legal proceedings filed against SNGPL
for feed gas supplied under the GSPA. Hence no provision on account of GIDC has been recorded by the Company in respect of
feed gas received under the GSPA.
10.

SHORT-TERM BORROWINGS
The Company has funded facilities for short-term finances available from various banks and institutional investors amounting to Rs.
16,350,000 (December 31, 2019: Rs. 15,125,000) along with non-funded facilities of Rs. 3,827,000 (December 31, 2019: Rs.
3,827,000) for bank guarantees. The rates of markup on funded bank overdraft facilities ranged from 0.2% to 0.5% per annum over
1-month & 3-month KIBOR and all facilities are secured by floating charge upon all present and future stocks including raw and
packaging materials, finished goods, stores and spares and other merchandise and on all present and future book debts,
outstanding monies, receivable claims and bills of the Company. The Company has utilised Rs. 539,949 (December 31, 2019: Rs.
1,546,685) from funded facilities and Rs. 3,571,468 (December 31, 2019: Rs. 2,610,188) from the non-funded facilities as at the
reporting date.

11.

CONTINGENCIES AND COMMITMENTS
Contingencies

11.1

As at September 30, 2020, bank guarantees of Rs. 3,571,468 (December 31, 2019: Rs. 2,610,188) have been issued in favour of
third parties.

11.2

As at September 30, 2020, claims, including pending lawsuits, against the Company, not acknowledged as debts amount to Rs.
61,914 (December 31, 2019: Rs. 61,914).

11.3

In the year 2017, the High Court of Islamabad in its order dated June 8, 2017 declared that the income derived by a Contractor from
its contract with the Company, is subject to tax as per Clause 4 of Article 5 of Double Taxation Treaty between Pakistan and the
Netherlands. Thus confirming demand order issued of Rs. 1,150,921. In respect thereof, the Contractor preferred an appeal in the
Supreme Court of Pakistan (SCP) and the proceedings in relation thereto are currently pending. It is expected that on adjudication
on the merits of the case, the exposure will not exceed Rs. 200,000 for the Company.
Although certain implications arise under the terms of the Contract, the chances of any obligation crystallising on part of the Company
given the time lines of any separate proceedings under the Income Tax Ordinance, 2001 are remote. Accordingly, no provision has
been made in respect of the demand order issued by the tax department.

11.4

11.5

Except as mentioned above, as at September 30, 2020, there is no material change in the status of matters reported as
contingencies in note 23 of the audited financial statements of the Company for the year ended December 31, 2019.

Commitments
Commitments in respect of capital expenditure
and other operational items

Unaudited
Audited
September 30,
December 31,
2020
2019
-------------------------Rupees-------------------------

8,938,996

6,565,922
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(Amounts in thousand)
12.

NET SALES

Unaudited
Quarter ended
Nine months ended
September 30,
September 30, September 30,
September 30,
2020
2019
2020
2019
----------------------------------------Rupees----------------------------------------

Gross sales:
- manufactured product
- purchased and packaged product
- services
Less: sales tax

13.

22,424,748
278,028
124,577
22,827,353
406,269
22,421,084

18,595,440
299,149
13,069
18,907,658
368,314
18,539,344

53,689,823
715,330
500,691
54,905,844
1,072,870
53,832,974

53,034,429
880,060
13,069
53,927,558
1,046,371
52,881,187

OTHER INCOME

Unaudited
Quarter ended
Nine months ended
September 30,
September 30, September 30,
September 30,
2020
2019
2020
2019
----------------------------------------Rupees----------------------------------------

On financial assets
Dividend income
Income from working capital loan to EAPL
Income on government securities, term deposit
certificates and bank deposits

138,134

178,241
87,115

426,470
713,808

1,724,976
727,851

500,320

1,058,041

1,000,917

1,703,010

638,454

1,323,397

2,141,195

4,155,837

211,97318,107
629

118,685
4,019
1,412,189
12,892
15,316

343,634
32,620
1,347
2,680

350,878
2,899
698,227
999,423
1,412,189
43,675
33,954

230,709

1,563,101

380,281

3,541,245

869,163

2,886,498

2,521,476

7,697,082

On non-financial assets
Commission income from EAPL
Sub-licensing income from EAPL
Rental income
Gain on disposal of property, plant and equipment
Reversal of liability for workers’ welfare fund
Gain on disposal of subsidiary
Gain on disposal of spares / scrap
Others
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(Amounts in thousand)
14.

TAXATION

14.1

In previous years, the income tax department amended the assessment filed by the Company for the tax years 2015, 2016 and 2017.
The Company filed appeals there against before the Commissioner Inland Revenue Appeals (CIRA) for disallowances made in the
orders which mainly included proration of expenses to exempt / FTR incomes, exchange loss disallowances, loss on derivatives and
losses purchased from Engro Eximp Agriproducts Limited under section 59B of the Income Tax Ordinance, 2001, resulting in
cumulative addition of Rs. 16,173,826 to taxable income of these tax years. Last year, CIRA passed an order for tax years 2015,
2016 and 2017 maintaining most of the additions made by taxation officer in the amendment order, whilst allowing deletion of
expenses on allocation basis to exempt income and claim of exchange losses on realised basis. The Company as well as the tax
department has filed appeals against the order of CIRA before the Appellate Tribunal, Inland Revenue (ATIR). The matter was heard
by the ATIR for tax year 2015 and 2016 on January 7, 2020.
During the period, ATIR passed an order for tax year 2015 and 2016 and decided all matters in favor of the Company, except for
disallowance of provisions on inventories that was maintained. The department has proceeded to file review application thereagainst
before the Sindh High Court.
The Company is confident of a favorable outcome on these amendments and therefore no provision has been recognised in this
respect in these condensed interim financial statements.

14.2

In FY 2019, the Company received recovery notice from income tax department for payment of Super Tax in respect of tax year 2018
against which the Company filed a constitutional petition before High Court of Sindh (HCS) and obtained stay therefrom.
On July 21, 2020, the HCS confirmed the levy of Super Tax as intra vires to the Constitution. Aggrieved by this, the Company filed a
Constitutional Petition for Leave to Appeal (CPLA) before the Honorable Supreme Court of Pakistan. Subsequent to the HCS
decision, the tax department passed an order against the Company for tax years 2015 and 2016 having demand in aggregate of Rs.
1,202,703 and raised show cause notices for all relevant tax years (TY 2015-2019). The Company is in the process of filing appeal
against the said orders.
Adequate provision for Super Tax for the respective tax years is being maintained in these condensed interim financial statements.

14.3

During the period, the management has re-assessed its tax provisions based on the finalization of its assessment of prior tax years
with the department. In this regard, management has recognized reversal of tax provisions amounting in aggregate to Rs. 2,116,622
in these condensed interim financial statements.

14.4

Except as mentioned above, as at September 30, 2020, there is no material change in the tax related matters reported in note 31 of
the audited financial statements of the Company for the year ended December 31, 2019.
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(Amounts in thousand)
Unaudited
Nine months ended
September 30,
September 30,
2020
2019
-------------------------Rupees------------------------15.

CASH GENERATED FROM OPERATIONS
Profit before taxation

13,683,833

19,160,582

3,910,945
78,976
(2,899)
3,780
55,889

4,249,884
25,512
(2,891)
(698,227)
59,277

(1,714,724)
2,623,397
159,345
4,113
(426,470)
3,294

(2,430,861)
(1,412,188)
2,639,521
267,600
15,137
(1,724,975)
13,371

55,983
20,295
893,727
1,950,613

28,591
7,550
3,399,565

21,300,097

23,597,448

Adjustment for non-cash charges and other items:
Depreciation
Amortisation of intangibles
Amortisation of deferred income
Loss / (Gain) on disposal of property, plant and equipment
Provision for retirement and other service benefits
Income on government securities, term deposit certificates
and bank deposits
Gain on disposal of subsidiary
Finance cost
Exchange loss on revaluation of long-term borrowings
Amortisation of transaction cost
Dividend received
Provision for impairment against receivables
Provision for net realisable value of purchased and
packaged products
Provision for surplus and slow moving stores and spares
Provision against input tax disallowance
Working capital changes (note 15.1)

15.1

Working capital changes

Nine months ended
September 30,
September 30,
2020
2019
-------------------------Rupees-------------------------

Decrease / (Increase) in current assets
- Stores, spares and loose tools
- Stock-in-trade
- Trade debts
- Loans, advances, deposits and prepayments
- Other receivables
Increase in trade and other payables
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(2,040,641)
(3,160,415)
5,904,164
556,917
(135,679)
1,124,346
826,267

(162,612)
(2,222,856)
258,216
(92,143)
(1,631,073)
(3,850,468)
7,250,033

1,950,613

3,399,565

(Amounts in thousand)

16.

Nine months ended
September 30,
September 30,
2020
2019
-------------------------Rupees-------------------------

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

1,542,660
9,823,842
(539,949)
10,826,553

17.

FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENTS

17.1

Financial risk factors

723,799
19,628,710
(1,480,547)
18,871,962

The Company's activities expose it to a variety of financial risks: 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 these condensed interim financial
statements do not include all the financial risk management information and disclosures required in the annual financial statements.
17.2

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

Quoted prices (unadjusted) in active markets for identical assets or liabilities (level1);

-

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); and

-

Inputs for the asset or liability that are not based on observable market data (level 3).
Level 1
Level 2
Level 3
Total
----------------------------------Rupees -------------------------------------

Assets
Short-term investments
Fair value through other
comprehensive income

-

18,955,195

-

18,955,195

Level 2 - The fair valued financial instruments comprise Government Securities which are valued using discounted cash flow model.
There were no transfers amongst the levels during the period.
17.3

Fair value of financial assets and liabilities
The carrying value of all financial assets and liabilities reflected in these condensed interim financial statements approximate their fair
values.
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18.

TRANSACTIONS WITH RELATED PARTIES
Related parties comprise of Holding Company, associated companies, 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
these condensed interim financial statements, are as follows:

Holding company
Purchases and services received
Services provided
Reimbursements made:
- to the Company
- by the Company
Royalty charged to the Company
Dividend paid by the Company

Unaudited
Nine months ended
September 30,
September 30,
2020
2019
-------------------------Rupees------------------------483,332
51,746

401,789
49,417

174,091
27,650
790,891
4,507,872

61,179
141,603
778,579
2,253,936

28,952,735
713,807
7,664,370

28,467,410
727,851
22,781,400

18,140,564
110,329

26,699,600
-

13,264
47
426,470
343,634
32,620
30,649

3,097
22,235
1,724,975
350,878
-

120,426
79,108

124,349
60,356

38,030
9,295
-

47,550
11,874
1,736
705,600

68,800

53,500

434

237

Subsidiary company
Payment of funds collected against sales made
on behalf of subsidiary
Mark-up received on working capital loan to subsidiary
Disbursements of working capital loan to subsidiary
Repayment received against working capital loan to
subsidiary
Services provided by the Company
Reimbursements made:
- by the Company
- to the Company
Dividend received by the Company
Commission income earned from subsidiary
Sub-licensing income from subsidiary
Purchase of product from subsidiary
Associated companies
Purchases and services received
Services provided by the Company
Reimbursements made:
- by the Company
- to the Company
Proceeds against sale of products
Proceeds against sale of land
Donation to Engro Foundation under
Corporate Social Responsilibility
Dividend paid to trustees of Engro Foods Limited
Gratuity Fund
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Unaudited
Nine months ended
September 30,
September 30,
2020
2019
-------------------------Rupees-------------------------

Contribution to staff retirement benefits
Pension fund
Gratuity fund
Provident fund

5,672
105,458
116,169

7,582
96,793
106,733

101
1,420
2,078

267
974
1,836

171,524
9,794

198,107
-

Dividend paid to staff retirement benefits
Pension fund
Gratuity fund
Provident fund
Others
Remuneration of key management personnel
Director's fee

19.

OPERATING SEGMENT RESULTS
Urea

Specialty Fertilizers Business

Unaudited
September September
30, 2020
30, 2019

Unaudited
September September
30, 2020
30, 2019

Others

Total

Unaudited
September September
30, 2020
30, 2019

Unaudited
September September
30, 2020
30, 2019

---------------------------------------------------------------------------- Rupees -------------------------------------------------------------------------------Sales
Intersegment sales
Sales tax

46,508,215
1,350,517
(926,813)
46,931,919

46,661,236
1,162,371
(914,162)
46,909,445

6,896,463
(140,168)
6,756,295

6,380,663
(126,154)
6,254,509

1,501,166
541,627
(5,889)
2,036,904

885,659
27,404
(6,055)
907,008

54,905,844
1,892,144
(1,072,870)
55,725,118

53,927,558
1,189,775
(1,046,371)
54,070,962

Profit/(loss) before tax

13,649,607

19,185,535

125,328

388,115

(91,102)

(413,068)

13,683,833

19,160,582

3,694,370

4,090,294

28,612

64,084

266,939

121,018

3,989,921

4,275,396

Capital Expenditure

790,102

1,538,104

10,647

25,168

1,683,975

1,581,040

2,484,724

3,144,312

Segment Assets
Unallocated assets
Total assets

86,404,795
86,404,795

96,776,647
96,776,647

2,534,892
2,534,892

4,205,998
4,205,998

15,412,436
15,412,436

18,433,765
18,433,765

Depreciation & Amortization

20.

104,352,123 119,416,410
21,116,833
9,691,515
125,468,956 129,107,925

SEASONALITY
The Company's fertilizer business is subject to seasonal fluctuations as a result of two different farming seasons viz, Rabi (from
October to March) and Kharif (from April to September). On an average, fertilizer sales are more tilted towards Rabi season. The
Company manages seasonality in the business through appropriate inventory management.
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21.

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

22.

NON-ADJUSTING EVENT AFTER THE REPORTING DATE
The Board of Directors in its meeting held on October 21, 2020 has approved an interim cash dividend of Rs.5 per share for the year
ending December 31, 2020 amounting to Rs. 6,676,496. These condensed interim financial statements do not include the effect of
the said interim dividend.

23.

DATE OF AUTHORISATION FOR ISSUE
These condensed interim financial statements were authorised for issue on October 21, 2020 by the Board of Directors of the
Company.

Chief Executive Officer
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