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DYNEA PAKISTAN LIMITED
DIRECTORS' REPORT TO THE SHAREHOLDERS

FOR THE NINE MONTHS ENDED 31 MARCH 2019

The Directors of your Company are pleased to present this report along with the unaudited 
financial results for the third quarter and the nine months ended March 31, 2019.

During the nine months ended March 31, 2019, the Company earned a profit before tax of 
Rs.269.17 million and an after tax profit of Rs.190.95 million compared to the profit before tax of 
Rs.353.72 million and  after tax profit of Rs.275.44 million during the corresponding period last 
year. The decline in profit is due to increase in the cost of imported raw materials largely caused 
by the ongoing devaluation of the Pak rupee. This has significantly increased the cost of finished 
products which could not be fully passed on to our customers due to intense competition in the 
market. The basic and diluted earnings per share decreased from Rs. 14.59 to Rs. 10.12.

Resin Division
The Resin Division generated sales revenue of Rs. 2,005.51 million compared to Rs.1,600.92 
million achieved during the same period last year. The increase of 25.27% was due to increase in 
the sales price rather than an increase in  volume. The Resin Division result was Rs.184.06 
million compared to Rs.264.37 million for the corresponding period of the previous financial year. 

Moulding Compound Division
The Moulding Compound Division generated sales revenue of Rs. 2,029.66 million compared to 
Rs.1,315.72 million achieved during the same period last year, showing an increase of 54.26%. 
As  compared with the Resin Division, the increase in revenue was a consequence of both the 
increase in sales price coupled with an increase in sales volume. The Moulding Compound 
Division result was Rs.255.18 million compared to Rs.219.72 million for the corresponding period 
of the previous financial year.

Future Outlook
Despite the challenging economic environment, management holds a positive outlook and 
believes that the strategy which it has been following  will continue to drive the Company forward 
into the future.

Vend Fee and Permit Fee Case
Presently the case is pending before the Honourable Supreme Court of Pakistan.The Sindh High 
Court has already twice given decisions in favour of the Company. In view of the legal merits of 
the case and the previous two favourable decisions of the Sindh High Court, the Company 
expects the Supreme Court to confirm the previous decisions.

Acknowledgement
In conclusion, as Directors of the Company, we would like to thank the Almighty Allah for all His 
blessings in these challenging times. We wish to convey our appreciation to our shareholders, 
customers, financial institutions and other stakeholders for their continued support and the 
confidence that they have shown in the Company. We also wish to recognise the efforts of our 
management team and workers who continue to strive to achieve better results.

On behalf of the Board 

Shabbir Abbas            
Chief Executive Officer

Dr. Donald Jenkin
Chairman

Karachi: April 23, 2019
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DYNEA PAKISTAN LIMITED
CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION

AS AT 31 MARCH 2019
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DYNEA PAKISTAN LIMITED
CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS

FOR THE NINE MONTHS ENDED 31 MARCH 2019
(UN-AUDITED)
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DYNEA PAKISTAN LIMITED
CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME
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DYNEA PAKISTAN LIMITED
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

FOR THE NINE MONTHS ENDED 31 MARCH 2019

1. THE COMPANY AND ITS OPERATIONS

Dynea Pakistan Limited (the Company) was incorporated on June 20, 1982, in Pakistan as a public 
limited company and is listed on Pakistan Stock Exchange Limited. It is engaged in the manufacture 
and sale of formaldehyde, urea / melamine formaldehyde and moulding compounds. The registered 
office of the Company is situated at Office No. 406, Parsa Tower, Plot No. 31/1/A, Block-6, 
P.E.C.H.S, Shahrah-e-Faisal, Karachi, Pakistan.

2. BASIS OF PREPARATION

These  condensed interim financial statements have been prepared in accordance with the 
accounting and reporting standards as applicable in Pakistan for interim financial reporting. The 
accounting and reporting standards as applicable in Pakistan for interim financial reporting 
comprise of:
     - International Accounting Standard (IAS) 34, Interim Financial Reporting, issued by the 

International Accounting Standards Board (IASB) as notified under the Companies Act, 
2017; and

     - Provisions of and directives issued under the Companies Act, 2017. 

Where the provisions of and directives issued under the Companies Act, 2017 differ with the 
requirements of IAS 34, the provisions of and directives issued under the Companies Act, 2017 
have been followed.

These  condensed interim financial statements do not include all the information and disclosures as 
required in the annual financial statements and should be read in conjunction with the Company's 
annual  financial statements for the year ended June 30, 2018.

3. ACCOUNTING POLICIES

The accounting policies and the methods of computations adopted in the preparation of these  
condensed interim financial statements are consistent with those followed in the preparation of the 
Company's annual  financial statements for the year ended June 30, 2018 except for as disclosed in 
note 4.

4. NEW / REVISED STANDARDS, INTERPRETATION AND AMENDMENTS

The Company has adopted the following standards and amendment to IFRSs which became 
effective for the current period:

Standard or Interpretation

IFRS 2 - Share-based Payments – Classification and Measurement of Share-based 
Payments Transactions (Amendments)

IFRS 4 - Insurance Contracts: Applying IFRS 9 Financial Instruments with IFRS 4 
Insurance Contracts – (Amendments)

IFRS 9 - Financial Instruments

IFRS 15 - Revenue from Contracts with Customers

IAS 40 - Investment Property: Transfers of Investment Property (Amendments)

IFRIC 22 - Foreign Currency Transactions and Advance Consideration

The adoption of the above standards and amendments in the accounting standards did not have 
effect on the accounting policies of the Company except as follows:
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4.1 IFRS 15 Revenue from Contracts with Customers

IFRS 15 'Revenue from Contracts with Customers' supersedes IAS 11 'Construction Contracts', IAS 
18 'Revenue' and related interpretations and it applies to all revenue arising from contracts with 
customers, unless those contracts are in the scope of other standards. The new standard 
establishes a five-step model to account for revenue arising from contracts with customers. Under 
IFRS 15, revenue is recognised at an amount that reflects the consideration to which an entity 
expects to be entitled in exchange for transferring goods or services to a customer. The standard 
requires entities to exercise judgement, taking into consideration all of the relevant facts and 
circumstances when applying each step of the model to contracts with their customers.

The Company is engaged in manufacture and sale of formaldehyde, urea/melamine formaldehyde 
and moulding compounds. The Company has assessed that significant performance obligation in 
contracts with customers, across all divisions, is to deliver the goods which also coincides with the 
transfer of control and is discharged at that point of time.

The Company has concluded, based on the assessment carried out by the management, that it is in 
compliance with the requirements of the new accounting standard.

4.2 IFRS 9 Financial Instruments

IFRS 9 'Financial Instruments' has replaced IAS 39 'Financial Instruments: Recognition and 
Measurement' for annual periods beginning on or after 1 July 2018, bringing together all three 
aspects of the accounting for financial instruments: classification and measurement, impairment, 
and hedge accounting. The Company has applied IFRS 9 retrospectively, with the initial application 
date of 1 July 2018 as notified by the Securities and Exchange Commission of Pakistan (SECP)

The Company's financial assets mainly includes long term loans, long term deposits, trade debts, 
loans, deposits, other receivables, bank balances held with commercial banks and cash in hand.

IFRS 9 retain but simplifies the measurement model and establishes the measurement categories 
of financial asset: amortised cost, fair value through other comprehensive income (FVTOCI) and fair 
value through profit or loss (FVTPL). The basis of classification depends on the entity's business 
model and the contractual cash flow characteristics of the financial assets. The Company’s trade 
debts and other financial assets previously classified as loans and receivables are now measured at 
amortised cost.

Further the adoption of IFRS 9 has changed the accounting for impairment losses for financial 
assets by replacing the incurred losses model approach with a forward looking expected credit loss 
(ECL) approach. Expected Credit Loss (ECL) are based on the difference between the contractual 
cash flows due in accordance with the contract and all the cash flows that the Company expects to 
receive. The shortfall is then discounted at an approximation to the asset’s original effective interest 
rate.

Considering the nature of the financial assets, the Company has applied the standard’s simplified 
approach and has calculated ECL based on life time ECL.

The Company has concluded, based on the assessment carried out by the management, that it is in 
compliance with the requirements of the new accounting standard.

5. ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of these  condensed interim financial statements in conformity with approved 
accounting standards,as applicable in Pakistan requires the management to make estimates, 
assumptions and use judgments that affect the application of policies and the reported amount of 
assets and liabilities and income and expenses.

Judgements and estimates made by the management in the preparation of these  condensed 
interim financial statements are same as those applied in the Company's annual  financial 
statements for the year ended June 30, 2018 except for changes as disclosed in note 4.2 above.
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9.1

10. LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE

Minimum Minimum

lease Present lease Present

payment value payment value

2,459                  1,849 -                  -

                  

4,473                  4,032 -                  -

                  

6,932         5,881         -                  -

                  

1,051                        -   -                  -

                  

5,881         5,881         -                  -

                  

1,849         1,849         -                  -

                  

4,032         4,032         

10.1

11. SHORT-TERM RUNNING FINANCE - secured

12. CONTINGENCY AND COMMITMENTS

12.1 Contingency

31 March 

2019

30 June   

2018

Note

(Un-audited) (Audited)

Outstanding bank guarantees 23,884

        

13,084

         

12.2 Commitments

12.2.1 Outstanding letter of credits 412,845

      

364,132

       

12.2.2 Postdated cheques issued in favour of collector of customs 89,627

        

-

               

12.2.3 Commitment for capital expenditure 8,661

          

28,061

         

12.2.4 Commitment for rental under Ijarah finance agreement

Within one year 1,415 2,182

After one year but not more than five years 275 1,336
12.2.4.1 1,690 3,518

12.2.4.1

Represents utilized portion of long-term finance facility obtained from a commercial bank amounting to Rs.

500 million (June 30, 2018: Rs. 500 million). The facility carries a mark-up at the rate of three months'

KIBOR plus 0.35% (2018: three months' KIBOR plus 0.35%) per annum. The loan is repayable in sixteen

equal quarterly installments commencing from November 2018 and is secured against equitable mortgage

and hypothecation of the Company's operating fixed assets. 

12.1.2

12.1.1

Represent Ijarah finance facility entered into with First Habib Modarba in respect of vehicles. Total Ijarah

payments due under the agreement is Rs. 1.690 million (June 30, 2018: Rs. 3.518 million) and are payable in

monthly installments latest by April 2020. These liabilities are secured by on demand promissory note for

entire amount of the Ijarah rentals.

The Company is exposed to pay vend and permit fee amounting to Rs. 1,565.36 million (June 30, 2018: Rs.

1,460.12 million) on methanol consumed since July, 1990. Based on the legal advice, the Company is

expecting favourable decision from the Honourable Supreme Court of Pakistan and accordingly no provision

for any liability has been made in these condensed interim financial statements.

Represents utilized portion of running finance facilities obtained from various commercial banks amounting

to Rs. 550 million (June 30, 2018: Rs. 500 million). These facilities are secured by joint / first pari passu

hypothecation of stores and spares, stock in trade and trade debts of the Company. The rate of mark-up on

these facilities ranges from one month KIBOR+0.75% to six months' KIBOR+0.50% (June 30, 2018: one

month KIBOR+0.50% to three months' KIBOR+0.75%) per annum and mark-up is payable quarterly.

The facilities for foreign currency import financing obtained from various commercial banks amounting to Rs.

100 million (June 30, 2018: Rs. 100 million) remained unutilized at the reporting date.

-------- (Rupees in '000) --------

Not later than one year

Represent finance leases entered into by the Company with First Habib Modaraba for vehicles. Lease

rentals are payable in monthly installments latest by November 2021. These carry interest rate of 6 months

KIBOR plus 2.75% (June 2018: Nil) per annum.

31 March 2019

Less: Current portion shown under current liabilities

30 June 2018

Present value of minimum lease payments

Later than one year and not later than five years

Total minimum lease payments

----------------------- (Rupees in '000) --------------------------

Less: Financial charges allocated to future periods

         -                  -



13



14

SHABBIR ABBAS
Chief Executive Officer

DR. DONALD JENKIN
Chairman

SHAKEEL UDDIN
Chief Financial Officer 

Karachi: April 23, 2019



BOOK POST
P R I N T E D    M AT T E R 

If undelivered please return to:

Dynea Pakistan Limited
Office No. 406, Parsa Tower, Plot No. 31/1/A, 
Block-6, P.E.C.H.S, Shahrah-e-Faisal,
Karachi-75400. 
Ph
Fax
Email

: (92-21) 34520132 - 35
: (92-21) 34392182
: info@dynea.com.pk


