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SHAFFI CHEMICAL INDUSTRIES LIMITED

DIRECTORS' REPORT

Dear Shareholders,
| feel pleasure to present before you on behalf of the Board of Directors of Shaffi

Chemical Industries Limited half yearly un-audited accounts for the period July,
2016 to December, 2016 along with the Limited Scope Review of company's
auditors.

FINANCIAL HIGHLIGHTS:

Net Sales and Gross Profit/(Loss) during the period under review are Nil as against
the corresponding period ended 31/12/2015. Profit/(Loss) after taxation is Rs.
30.145 M comparing to Rs. 21.952 M of the corresponding quarter ended
31/12/2015. The major reason for earning profit is an increase in the market value
of shares of associated company. The disputed cases relating to First Capital ABN
AMRO equities (Pakistan) Ltd, Lahore Stock Exchange and others are being
contested vigorously at its proper forums by your company and are explained in the
latest annual financial statements under the title “Contingencies and

Commitments”.

FUTURE OUTLOOK:
As explained in the annual directors' report that due to remote area of Gadoon

Amazai Industrial Estate it is very difficult for the company to cope with the daily
increase in prices of raw material, power & fuel, salaries & wages and worst power
crises resulting in higher input cost which slowed down the business activities and
has badly affected overall business of the company. Therefore due to persistent
recession, increase in the financial cost & that of raw material and also because of
adverse economic factors coupled with stiff competition among the competitors
and other circumstances, the company without any incentive from the
Government, is even unable to meet the manufacturing cost of goods & allied
expenses. So on the face of multiple hurdles & crucial situation, the directors of the
company in the interest of minority shareholders, has approved the proposal of
Voluntary delisting of shares of the company from Pakistan Stock Exchange Limited
andto buy back of sharesin order to save the shareholders interest.
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SHAFFI CHEMICAL INDUSTRIES LIMITED

EARNING PER SHARE:
The earnings per share of the company for the period under review are Rs. 2.51 as

comparedtoRs. 1.83 inthe last corresponding half year ended 317 December, 2015.

ACKNOWLEDGEMENT:
The Board of Directors deeply expresses its appreciation to the staff, workers and all

other stakeholders for their continued support in achieving the reported level of

performance.

For and on behalf of Board

Lahore
Dated:- 15" February, 2017

IFTIKHAR/SHAFFI
CHIEF EXECUTIVE




SHAFFI CHEMICAL INDUSTRIES LIMITED

AUDITORS' REPORT TO THE MEMBERS ON REVIEW OF
CONDENSED INTERIM FINANCIAL INFORMATION

Introduction

We have reviewed the accompanying condensed interim balance sheet of Shaffi
Chemical Industries Limited as at December 31, 2016 and the related condensed
interim profit and loss account, condensed interim statement of other comprehensive
income, condensed interim statement of cash flows, condensed interim statement of
changes in equity and notes to the financial information for the half year then ended
(here-in-after referred to as the “condensed interim financial information”).
Management is responsible for the preparation and presentation of this 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 this condensed interim financial information based on our review. The
figures of the condensed interim profit and loss account and condensed interim
statement of other comprehensive income for the quarters ended December 31, 2016
and 2015 have not been reviewed, and we do not express a conclusion on them as we
are required to review only the cumulative figures for the half year ended December 31,
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 condensed 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 condensed interim financial information as of and for the half year
ended December 31,2016 is not prepared, in all material respects, in accordance with
approved accounting standards as applicable in Pakistan for interim financial
reporting.
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SHAFFI CHEMICAL INDUSTRIES LIMITED

Emphasis of Matter

We draw your attention to note # 2 to the condensed interim financial information, which
states that this condensed interim financial information has been prepared on the basis
of estimated realizable/ (settlement) values of assets and liabilities respectively in
addition to historical cost convention as the Company is no longer a going concern for
the reason stated in aforesaid note. Our conclusion is not qualified in respect of this
matter.

HLB IJAZ TABUSSUM & CO.
Lahore: February 15,2017
Chartered Accountants

Engagement Partner:
MRS SAIRAMUDASSAR (FCA)




SHAFFI CHEMICAL INDUSTRIES LIMITED

CONDENSED INTERIM BALANCE SHEET
As At December 31, 2016 (Un-Audited)

December 31, 2016 (Un-Audited) June 30, 2016 (Audited)
Book Value Estimated Book Value Estimated
Realisable/ Realisable/
Settlement Value Settlement Value
Note
ASSETS
Cash and Bank Balances 569,616 569,616 509,238 509,238
Trade Debts - - - R
Loans and Advances 435,762 435,762 419,740 419,740
Other Receivables 1,761,078 1,685,900 1,647,519 1,572,341
Security Deposits 223,560 223,560 223,560 223,560
Investments 5 56,952,081 48,420,935 29,753,265 37,585,910
Property, Plant and Equipment 6 16,196,989 13,389,365 16,701,699 13,389,365
TOTALASSETS 76,139,084 64,725,136 49,255,021 53,700,152
LIABILITIES
Accrued and Other Payables 10,450,545 10,450,545 9,623,886 9,623,886
Accrued Markup 16,654,810 16,654,810 16,506,353 16,506,353
Borrowings 15,166,004 15,166,004 15,166,004 15,166,004
Deferred Income Tax 7 - - - -
Provision for Taxation - - 4,509,650 4,509,650
TOTAL LIABILITIES 42,271,359 42,271,359 45,805,893 45,805,893
NET ASSETS 33,867,725 22,453,777 3,449,128 7,894,259
REPRESENTED BY:-
Authorised Capital
12,000,000 Ordinary shares of Rs. 10/- each 120,000,000 120,000,000 120,000,000 120,000,000
Issued, Subscribed and Paid Up Capital
12,000,000 Ordinary shares of Rs. 10/- each fully paid in cash 8 120,000,000 120,000,000 120,000,000 120,000,000
Fair Value Reserve 43,895 43,895 13,875 13,875
Accumulated Profits (93,879,868) (93,879,868) (124,477,179) (124,477,179)
Share Holders' Equity 26,164,027 26,164,027 (4,463,305) (4,463,305)
Surplus on Revaluation of Property, Plant and Equipments 7,703,700 - 7,912,433 -
Net Surplus on Estimated Realisable/Settlement Value - (3,710,250) - 12,357,564
Contingencies & Commitments 9 - - - -
33,867,725 22,453,777 3,449,128 7,894,259

The annexed notes 1 to 15 form an integral part of this condensed interim financial information.

Certified True Copy

Chief/Executive Director




SHAFFI CHEMICAL INDUSTRIES LIMITED

CONDENSED INTERIM PROFIT AND LOSS ACCOUNT
For The Half Year Ended December 31, 2016 (Un-Audited)

Half Year Ended Quarter Ended
December 31,2016  December 31, 2015 December 31,2016  December 31, 2015
Notes Rupees Rupees Rupees Rupees
Sales - net - - - -
Cost of Sales 10 3 - 3 -
Gross Profit - - - -
Distribution Expenses - - - -
Administrative Expenses (1,294,491 (3,452,323 (678,605 (3,066,219
Other Operating Income 185,814 251,325 185,797 (381,487
(1,108,677) (3,200,998) (492,808) (3,447,706)
(1,108,677) (3,200,998) (492,808) (3,447,706)
Finance Cost (149,690) (753,182) (75,017) (268,316)
(1,258,367) (3,954,180) (567,825) (3,716,022)
Derecognition of Financial Liabilities B 32,445,761 - 32,445,761
(1,258,367) 28,491,582 (567,825) 28,729,740
(Impairment)/Reversal of Impairment on Long Term Investment 5.1 24,667,389 (10,928,650) 18,633,814 (2,380,486)
23,409,022 17,562,932 18,065,989 26,349,254
v
Share of Profit / (Loss) of Associated Company 9,308,668 (1,557,679) 916,005 (289,145)
Profit / (Loss) before Taxation 32,717,690 16,005,253 18,981,994 26,060,109
Taxation
_Current " 4,509,650 - 4,509,650 -
-Share of Tax of Associated Company (7,082,530 5,946,938 (271,785 469,538
(2,572,880) 5,946,938 (4,237,865) 469,538
Profit / (Loss) after Taxation 30,144,809 21,952,191 23,219,858 26,529,647
Earnings per share 12 2.51 1.83 1.93 2.21

The annexed notes 1 to 15 form an integral part of this condensed interim financial information.

Certified True Copy

Chief/Executive Director




SHAFFI CHEMICAL INDUSTRIES LIMITED

CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME
For The Half Year Ended December 31, 2016 (Un-Audited)

Half Year Ended Quarter Ended
December 31, 2016 December 31,2015  December 31, 2016 December 31, 2015
Rupees Rupees Rupees Rupees
PROFIT / (LOSS) FOR THE PERIOD 30,144,809 21,952,191 23,219,858 26,529,647

OTHER COMPREHENSIVE INCOME

Items that will not be reclassified to profit or loss

Items that may be reclassified subsequently to profit or loss:
Unrealized gain / (loss) arising on remeasurement of
available for sale investments of associated (2,527,224) 1,092,810 67,286 (1,043,093)
Unrealized gain arising on remeasurement of

) ) 30,021 (1,724) 20,852 (4,900)
available for sale investments

Other Comprehensive income for the period (2,497,203) 1,091,086 88,138 (1,047,993)
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 27,647,606 23,043,277 23,307,996 25,481,654

The annexed notes 1 to 15 form an integral part of this condensed interim financial information.

Chief/Executive Director




SHAFFI CHEMICAL INDUSTRIES LIMITED

CONDENSED INTERIM STATEMENT OF CASH FLOWS
For The Half Year Ended December 31, 2016 (Un-Audited)

Half Year Ended
December 31, 2016 December 31, 2015

Rupees Rupees
CASH FLOWS FROM OPERATING ACTIVITIES
Profit/ (Loss) before taxation 32,686,190 16,005,253
Adjustments for :
Depreciation 504,711 2,628,536
Reversal of impairment on long term investment (24,667,389 10,928,650
Share of profit / (loss) of associated company (9,308,668 1,557,679
Interest income (43) (36)
Finance cost 149,690 753,182
(33,321,699) 15,868,011
Operating Profit before Working Capital Changes (635,509) 31,873,263
Changes in Working Capital
(Increase) / Decrease in Current Assets
Stock in Trade - -
Trade Debts - -
Loans and Advances (16,022) (207,986
Other Receivables (113,559) (210,535
(129,582) (418,521)
Increase / (Decrease) in Current Liabilities
Trade and Other Payables 826,659 (148,161)
Changes in Working Capital 697,077 (566,682)
Cash Generated from / (used in) Operations 61,568 31,306,581
Taxes paid - (2,076)
Finance Cost Paid (1,233) (1,675)
Net Cash Generated from / (Used in) Operating Activities 60,335 31,302,830
CASH FLOWS FROM INVESTING ACTIVITIES
Net Cash Generated from Investing Activities - -
Net Cash Flows Before Financing Activities 60,335 31,302,830
CASH FLOWS FROM FINANCING ACTIVITIES
Short Term Borrowings - (31,371,273)
Interest Income 43 36
Net Cash Flows From Financing Activities 43 (31,371,237)
Net Increase / (Decrease) in Cash & Cash Equivalents 60,378 (68,407)
Cash & Cash Equivalents at the Beginning of the Period 509,238 539,246
Cash & Cash Equivalents at the End of the Period 569,616 470,839
The annexed notes 1 to 15 form an integral part of this condensed interim financial information.
Director

Chief/Executive @




CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY
For The Half Year Ended December 31, 2016 (Un-Audited)

Balance as at 01 July 2015
Effect of items directly credited in equity by the associated
companies

Incremental depreciation on surplus on revaluation of property,
plant & equipment

Loss for the period
Other comprehensive income for the period
Total comprehensive loss for the period

Balance as at 31 December 2015

Balance as at 01 July 2016
Effect of items directly credited in equity by the associated
companies

Incremental depreciation on surplus on revaluation of property,
plant & equipment

Loss for the period
Other comprehensive income for the period
Total comprehensive loss for the period

Balance as at 31 December 2016

SHAFFI CHEMICAL INDUSTRIES LIMITED

CAPITAL RESERVE$

EVENUE RESERVEB

(Accumulated

SHARE CAPITAL Fair Value Loss) / TOTAL TOTAL EQUITY
Reserve Unappropriated RESERVES
Profit
(Rupees)
120,000,000 7477 (140,153,339) (140,145,862) (20,145,862)
- - (72,525) (72,525) (72,525)
- - 2,291,437 2,291,437 2,291,437
- - 21,952,191 21,952,191 21,952,191
- (1,724) 1,092,810 1,091,086 1,091,086
- (1,724) 23,045,001 23,043,277 23,043,277
120,000,000 5,753 (114,889,427) (114,883,674) 5,116,326
120,000,000 13,875 (124,477,179) (124,463,305) (4,463,305)
- - 2,802,492 2,802,492 2,802,492
- - 208,734 208,734 208,734
- - 30,113,309 30,113,309 30,113,309
- 30,021 (2,527,224 (2,497,203 (2,497,203
- 30,021 27,586,085 27,616,106 27,616,106
120,000,000 43,895 (93,879,868) (93,835,973) 26,164,027

The annexed notes 1 to 15 form an integral part of this condensed interim financial information.

Chief/Executive

Director
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SHAFFI CHEMICAL INDUSTRIES LIMITED

CONDENSED INTERIM NOTES TO THE FINANCIAL INFORMATION
For The Half Year Ended December 31, 2016 (Un-Audited)

STATUS AND NATURE OF BUSINESS

The Company was incorporated under the Companies Ordinance, 1984 as Public Limited Company on 27" September 1994. The
shares of the company are quoted on Karachi and Lahore Stock Exchanges of Pakistan. The main activity of the company is to
manufacture and process of Di-Octyle-Ortho Phathalates (DOP) Chemicals. Currently the company is producing Lith and Diltex
Binder. The registered office of the company is situated at Gadoon Amazai, Industrial Estate, Swabi, Khyber Pakhtoonkhwa.

GOING CONCERN ASSUMPTION

During the half year ended December 31, 2016, the company reported gross loss of Rupees =Nil. The company has accumulated
losses and shareholders' equity Rupees 93.88 Millionand Rupees 26.164 Millionrespectively as on December 31, 2016. During the
halfyear Sales of company was Nil(2016: Nil). Company remained closed for the halfyear. Managementof the company had decided
to go for delisting therefore all the employees were laid off in the year ended June 30, 2015. These factors have raised uncertainties that
the company may notbe able to continue as a goingconcern. Thereforethese financialstatements have been preparedon the basis of
estimated realisable/ settlement values of assets and liabilities respectively in addition to historical cost convention. All assets and
liabilities in these financial statements have been presented in the order of liquidity.

BASIS OF PREPARATION

Keepingin view the fact that company may not be able to continue as going concern, these financial statements are prepared on the
basis of realisable/ settlement values of assets and liabilitiesrespectively. In realisable/ settliement value basis, assets are carried at
amountof cash and cash equivalentsthat could currently be obtainedby sellingthe assets in an orderly disposal. Liabilities are carried
at their settlement values, that is undiscounted amounts of cash or cash equivalentsexpectedto be paid to satisfy the liabilitiesin the
normal course of business. Realisable/ settlement values of assets and liabilitiesrespectively as disclosed in the balance sheetare
based on the managements' estimate, except for property, plant and equipment which are valued by independent valuer.

In additionto the accounting convention of realisable / settlement values of assets and liabilities,these financialstatements havealso
been prepared under historical cost convention except for Building, Plant & Machinery which is stated on revalued amounts.

These condensedinterim financial statements are un-auditedand are submitted to the shareholders as required under Section 245 of
the Companies Ordinance, 1984. These interim financial statements are prepared in accordance with the requirements of the
International Accounting Standards 34 ' Interim Financial Reporting '.

ACCOUNTING POLICIES
The accounting policies adopted in preparationof these financial statements are the same as those appliedin the preparation of the
preceding annual audited published financial statements of the Company.

Un-Audited Audited
December 31, 2016 June 30, 2016
Rupees Rupees
INVESTMENTS
Long term investment in associated company under equity method 5.1 56,898,000 29,729,205
Long term investment available for sale 54,081 24,060
56,952,081 29,753,265
Long term investment in associated company under equity method
Long term investment in associated company under equity method 105,198,928 102,697,522
Less: Impairment loss
At the beginning of the period 72,968,317 57,872,250
Reversal of impairment loss during the period (24,667,389 -
Impairment loss for the period - 15,096,067
At the end of the period 48,300,928 72,968,317
56,898,000 29,729,205

O,
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SHAFFI CHEMICAL INDUSTRIES LIMITED

Un-Audited Audited
December 31, 2016 June 30, 2016
PROPERTY, PLANT AND EQUIPMENT Rupees Rupees
Book value at the beginning of the period 16,701,699 67,611,462
Add: Revaluation arising during the period - (45,652,692)
Less: Depreciation charged during the period 6.1 (504,710) (5,257,072)
16,196,989 16,701,699
Allocation of Depreciation
Cost of Goods Sold - -
Administrative Expenses 6.2 504,710 5,257,072
504,710 5,257,072
DEFERRED INCOME TAX Dec-2016
Ballanlce at the Recogmzed in Balance at the
beginning of the profit & loss .
: end of the period
period account
Accelerated tax depreciation allowance 1,237,307 38,947 1,276,254
Surplus on revaluation of property, plant and equipment 1,955,979 (125,832 1,830,147
Unused alternate corporate & minimum tax (4,627,846 4,509,650 (118,196)|
Net temporary differences (1,434,560) 4,422,765 2,988,205
Effect of accumulated tax losses - (6,014,491) (6,014,491)
(1,434,560) (1,591,725) (3,026,285)
Non-recognition of deferred tax asset 71 1,434,560 1,591,725 3,026,285

Deferred tax asset of Rs. 3.026 million (2016: 1.435 million; 2015: 50.163 million) has not been recognised because the company is
continuously sustaining losses and in the future years sufficient taxable profits will not be available against which they can be utilized.

ISSUED, SUBSCRIBED AND PAID UP CAPITAL

Number of shares Un-Audited Audited
December 31, 2016 June 30, 2016 December 31,2016  June 30, 2016
Rupees Rupees
12,000,000 12,000,000 Cash 120,000,000 120,000,000
12,000,000 12,000,000 120,000,000 120,000,000

CONTINGENCIES AND COMMITMENTS
There is no major change in contingencies and commitments as have been disclosed in last audited financial statement of the
Company.

Un-Audited Un-Audited Un-Audited Un-Audited
Half Year Ended Quarter Ended
December 31,2016 December 31, 2015 December 31,2016 December 31, 2015
Rupees Rupees Rupees Rupees
COST OF SALES
Cost of goods manufactured - - - -
Opening stock of finished goods - - - -
Closing Stock of finished goods - - - } -
TAXATION
Taxation (4,509,650) - (4,509,650) -
(4,509,650) - (4,509,650) -

@
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EARNINGS PER SHARE

Profit / (loss) after taxation

Issued, Subscribed and Paid up Capital

Earnings per share

TRANSACTIONS WITH RELATED PARTIES

SHAFFI CHEMICAL INDUSTRIES LIMITED

30,144,809 21,952,191 23,219,858 26,529,647

Number of shares Number of shares

12,000,000 12,000,000 12,000,000 12,000,000
Half Year Ended Quarter Ended
December 31, 2016 December 31, 2015 December 31, 2016 December 31, 2015
Rupees Rupees Rupees Rupees
2.51 1.83 1.93 2.21

Transactions and contracts with the related parties are carried out at arm's length prices determinedin accordance with comparable

uncontrolled price method.

The related parties comprises of associated companies, directors of the companies, key management personnels and staff

retirement funds.

Detail of transactions with related parties:

Other Payables
Capital Industrial Enterprises (Private) Limited

Disposal of Trucks
Capital Industrial Enterprises (Private) Limited

Receivable from SRS Settled
Symbol Industries (Private) Limited

Loan from related party
Capital Industrial Enterprises (Private) Limited

Mark-up on loan from related party
Capital Industrial Enterprises (Private) Limited

Un-Audited Audited
December 31, 2016 June 30, 2016
Rupees in Millions

(1.087) -
- 1.800
- 4.340
(2.278) (2.278)
(3.344) (3.196)

Figures have been rounded off to the nearest rupee.

These condensed set of interim financial information was authorised for issue on February 15,2017 by the board of directors of the

Company.

Chief/Executive

Director
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