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MNational Foods Limited (NFL), founded in
1970, is Pakistan's leading multi-category
Food Company today with over 250
different products in 12 categories, NFL

haolds 150 9001, 150 22000, and HACCP
certincations along with SAP business
technology to drive the company’s strong
commitment to quality and management
excellence.

MEL is an international brand sold in over
35 countries and it aims to be a Rs. 50
billion company under its Vision 20/20 plan.

MFL is dedicated to improving the
well-being of society through continuous
development of innovative food products

and through a wide-ranging corporate
social responsibility program.
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Mational Foods Limited must focus on customers’ needs We must prove ourselves good corporate citizens,
and serve them with guality products at affordable support good causes and charity and bear our fair

prices at their doorstep. share of taxes,

Qur products must be pure, r.r.-nFnrming to international Resarves must be built, new factaries created, sound

standards. profit made and fair dividends paid to our stock
holders,

QOur research must produce continuously new,

adventurous products that are scientifically tested and Through building a reliable brand, Mational Foods

hygienically wrapped in safe and attractive packages. Limited must get itself recognized as a leader in
Pakistan and abroad.

We must create an erwironment in our offices and

factories where talents are groomed and our people With the help of Almighty God, the Company can

have every opportunity to advance in their careers. achieve its targets in time to come.
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We act with intense positive energy and are not afraid to
take risks. We challenge ourselves continuously, we're
good at what we do, and we take pride in who we are.

We put our people first. We treat them with respect and
actively contribute towards their development,

We see the world through the eves of our customers. We
do everything possible that makes them happy.

We are part of the solution, never the problem. We act
like owners and have a positive influence on others,

Owr roles are dehned, not our responsibilities, We belisve
in going the extra mile to accomplish our goals. We
coach and support each other to ensune everyona wins.
We have a "WE versus I" mindset.

COREWALLIES | AMNLAL REPOAT 2010

We don't run our business at the cost of human or ethical
values.

We sav. We do. We deliver. We talk with our actions. We
strive for nothing but the best. Execution is the key to
winning!

We see. We act. We take full responsibility for our actions
and results. We don't blame others for our mistakes: we

analyze them and correct them.




. i ormation

BOARD OF DIRECTORS

Mr. Abdul Majeed ---=-——====== s e e e e o= ChAlTNAN

Mr. Abrar Hasan -----—-----======-========-s=moeeeo=e--—=-—------ Managing Director/ Chief Executive
MrWagar HasBn --——-=—==rs==remmrmm e e e e e s e e DiFBCTON

Mr. Khawaja Munir Mashooqullah -------------------=---—---—- Director

Mr. Zahid Majeet --—=--—--=scrmseseeemn e e e e e DirRCHOr

Mr. Eprahim Qassim —==—===—=r==sremrrmmeeme e e reeeeeeaee== Dir@CHOr

Mr. igbal Alimohamed -----—--—==—-=——==—-se==ce=-e—-—--- Director

AUDIT COMMITTEE

Mr. Ebrahim Qassim —=--—=-======s==-se=mmemmr s eeommeaamee=— (Chalman
Mr. Wagar Hasan —--———--——=——=r—r e e s s e MTIDET
Mr. Zahid Majeed —---—---—==—-r—mermr e e o= NEHTIDET

COMPANY SECRETARY AND SECRETARY AUDIT COMMITTEE
Mr. Fayyaz Abdul Ghaffar

CHIEF FINANCIAL OFFICER
Mr. Muhammad Kashif Igbal

INTERMAL ALDITORS
Messrs, Ernst & Young Ford Rhodes Sidat Hyder & Co, -----------Chartered Accountants

COMPANY MANAGEMENT

Mr. Abrar Hasan -—---—------=--===-======-=s=--=eocomeo—=-——--—---Managing Director / Chief Executive
Mr. Shakaib Arif e —{hief Operating Officer

Mr. Kamran Khan ---—------==========-===-==e==e=oomeoem------——--(hief Commercial Officer

Mr. Wagas Abrar Khan ---—---—---—-------=--==--=ooseeo e —-———-General Manager Human Resource

=

sl -
i Lgrig— =




AUDITORS
A.F. Ferguson & Co. ======rresrmsremsmmsmes e s smrem e eneeeeeen - Chartered Accountants

State Life Bullding, 1-C,

Ll. Chundrigar Road, Karachi
SHARE REGISTRATION OFFICE

Noble Computer Services (Pvt.) Limlted -----------==--=reeee-- Mezzanine Floor, House of Hablb Bullding
Slddigsons Tower), 3-Jinnah CH. Society,
Main Shahrah-e-Falsal, Karachi-75350.
PABX: (92-21) 3432582-87
Fax: (92-21) 34325442

PRINCIPAL BAMKERS
Bank AFHablb Limited ---------=-==--sreeeeeomreeeceee oo | Chundrigar Road Branch, Karachil
5.LT.E. Branch, Karachil
Mew Garden Town Branch, Lahore
Roval Bank of Scotland (RBS) ------------==-=ssrmeeccmeceeenaao- 16, Abdullah Haroon Road, Karachl
{Formerly ABN AMRO Bank)
MCB Bank Limlted ---===-==-==ssemeeemermecere e s e eeeo— - Shaheen Complex Branch, Karachi
United Bank Limited ---===-=====srerecemecemer e n e em e o= |, Chundrigar Road, Karachl
Bank Al Falah Limited -----==--==-===rerrerereme e e oo oo — - Pyt Qasim Authority Branch, Karachi

{Islamic Banking Group)

Barclays Bank Plc, Pakistan ---------------==-==seoeeoecceee--—- Dawood Centre, M.T. Khan Road, Karachi
Meezan Bank Limted --------=-==--====ecsmmeoeeeeoeeceemeee—eo—- M. T, Khan Road, Karachi

Bank Islami Pakistan Limlted ----------==--===-eeeeoeceeeeeeee-—- 5L TE. Branch, Karachi

Habib Bank Limited -----—----------e—-we-eeceereeceecnaneceeee—- 5 | T.E. Eranch, Karachi

Habib Metropolitan Bank Limited ----------—=--=—==ceeuw--—- Main Branch, Karachi

REGISTERED OFFICE 12/CL-6 Claremont Road, Civil Lines,

Karachl 75530 PO. Box No. 15509
Phone: (92-21) 35662687, 35670540, 35670585,
35670793 & 35672268 Fax: (92-21) 35684870



Motice is hereby given that the 39th annual general meeting of National Foods Limited will be held at the registered office

situated at 12/CL-6, Claremont Road, Clvil Lines Karachl, on Friday, October 15, 2010 at 400 p.m,, to transact the following
business:

Ordinary Business:
1. To confirm the minutes of the 38th annual general meeting held on October 31, 2009,
i To receive, consider and approve the audited acoounts for the year ended June 30, 2010,
3 To approve final dividend on the ordinary shares of the company. The directors have recommended dividend of 12%
{or As 1.20 per share) on the ordinary shares held.
4, To appoint auditors for the year 2010-2011 and to fix their remuneration.
By Order of the Board of Directors
L Rt 5{‘!.-_&
A. Majeed

Chairman Karachi, September 23, 2010
Mates:

1. The share transfer books of the Company will remain closed fram October 07, 2010 to October 15, 2010 (both days
Inclushval.

2. All members are entithed to attend and vote at the meeting. & member may appoint a proxy to attend, speak and vote
for hirm/her. A proxy must be a member of the Company,

3. In order to be valid, an instrument proxy and the power of attorney or other authority under which it ks signed, or a
reckarially certified copy of such power of authority, must be deposited at the registered office of the Company not less
than 48 hours before the time of the meeting.

4, Ay change of address of Members should be notified immediately to the Company's Share Registrar, Noble Compater
Services [Pvt) Lid, Mezzaning Floor, House of Hablb Bullding (Siddigsons Tower), 3-linnah Cooperative Housing Soclety,
Main Shahrah-a-Faisal, Karachi, Pakistan.

5 A member who has deposited hisher shares into Central Depository Company of Pakistan Lirmited,

a, im case of individuals, must bring his'her participant’s 1D number and account’sub-account number alongwith original
Computerised Natlonal Identity Card or orginal Passport at the time of attending the meeting.

b. in case of corporate entity, the Board of Directors’ resolution / power of attormey with specimen signature of the nomineea
shall be produced (unless it has been provided earlier) at the time of the meeting.

6. Members who have not yet submitted photocopy of their Computerised National identity Cards to the Company are
requested to send the same at the earliest,
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The annuwal Brand Elections are the truest gauge of which names rule the hearts of Pakistani consumers.

Brand Elections 2010 were conducted across an electorate of 10,000 voters in 50 cities of Pakistan, and Mational Foods
Limited emerged as the firm favorite in 5 food categories; Recipes; Jams, Jellies, and Marmalades; Pickles; Spices and
Ketchup.

Dwverall National Foods Limited won 15t place in Food/Household brands, and was 15t runner up in the general Elections,
competing against a total of 3500 brands.

Furthermaore, an evaluation of voter profiles lead to an even prouder achievement as National Foods Limited emerged as
the fawvorite brand of female voters. With women being the heart of the Pakistani household, we are honored to be the
brand women trust the most,
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Mational Jams, Jellies, and Marmalades are a staple on
breakfast tables across Pakistan, pleasing the eye and
appetite with their bright color, good fruit flavor, and
uniform, soft consistency that makes them easy to
spread.

Mational Foods Limited products won the Jams, Jellies,
and Marmalades category at the Brand Elections 2010,
surpassing Shezan and Mitchells, and proved to be the
preferred choice of women seeking healthy breakfast
and light meal options for thelr families.




Mational Foods Limited pioneered the pre-blended
Recipe masalas in the 70s, that let our customers recreate

the subcontinents most popular ethnic dishes with
excellent results every time.

A tried and trusted helper of homemakers for over three
decades, Mational Recipes came at the top of the recipes
category in Brand Elections 2010,

MARKETING ENDEAVOURS | AMMUAL REPORT 2000

Ketchup brands vie for supremacy in a wery tough
battlefield. Ketchup is also more severely judged than
other kinds of food because while it is exceedingly
popular among adults, by far the largest consumers of
ketchup are children = and children are very hard to
please.

We're proud to say that Mational Foods Limited has
succeeded in meeting Pakistani children's high ketchup
standards year after year,

Brand Election 2010
Winners in 5 food categories

5 .

Mobody does spices quite like National Foods Limited,
Our history marks us as the first company to retail
powdered spices during an era when consumers
mistrusted any product that was not freshily ground right

before their eyes.

More than 30 years later, we're still the number one
chioice of women all around the country. Mational Foods
Limited spice products came out clear winners of the
designated category during Brand Elections 2010,
winning the title by a mile,

Delivering the perfect balance of tart and sweet, National
Tomato Ketchup stood 15t at the Brand Elections 2010,
leaving other competitors far behind by tremendous
margins,
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SR Mission

Sustainability initiatives uphald the foundation for NFLs
business endeavors. At NFL we realize that our C5R
commitments must reflect all sides of our corporate
personality — NFL as a manufacturer, as an employer, as a
consumer tself of farm produce and other items and as
an industry leader, pioneering new processes and
systems, We reflect these commitments in our values,
policies and our practices,

MNFL engages especially in areas related to govemance
and strateglc soclal Investments, working to empower
and uplift communities.

1) Initiatives towanrds Environmenit

- Energy Efficiency

It is one of the Important sustainabllity factor of CSR. NFL
strives to save costs by softening its environmental
footprint and improving eco-efficiency. Under the
heading of Energy efficiency, replacement of energy
savers done at its all facilities.

Biodegradable packaging
Biodegradable packaging is one of the leading factor to
sustainable value creation. NFL is looking into as part of
its sustainability strategy

2) Commitment to the Society
- lodized Salt

To address the issue of Micro Mutrient malnutrition MFL
launched lodlzed salt In 1990, NFL worked Jolnt

campaign with UNICEF to promote the use of iodized salt
across Pakistan, lodized salt consumption rose from
practically zero to over 50 percent in the space of 5 vears,
leading to a marked reduction in iodine-deficiency
related health issues and it has today become a
benchmark product.

National Food Limited Nutritional Meals

Our commitment is to serving the nation in overcoming
child malnutrition and providing relief and rehabilitation
o flood victims. We focused Ly
theprevention/elimination of malnutrition activity as one
of its core CSA. To address the issue of children
malnutrition we have prepared a Nutritional Meal to fulfill
the specific nutritional needs of children in emergencies
such as IDP camips and flood refugees.

Prepared with natural, local ingredients, low cost, easy to
prepare (it can be handled in emergencies) & high
nutritional values are the important characteristics of
Mutritional Meal.

This high nutritional product has already been donated
for IDPs camp in Noshahro,NFL has also donated 36,000
serving of nutritional meals for flood affected children of
different parts of Khyber Pakhtoonkhwa, through
Mational Rural Support Program (MRSP).

MFL will continue the supply of nutritional meal through
NR5F on a long term basis for relief and rehabilitation to
overcome malnutrition issues in flood relief camps
throughout Pakistan. We aim is scale this up and make it



sustainable through our owm Flood Relief Fund in order
to provide over 500,000 sarvings to the innocent childran
who are victims of this flood.

In addition we are also working with Mercy Relief
Singapore to provide Ready-to-Eat Meals to the starving
masses in the camps. The first consignment of 19,000
meals has been dispatched and once again we intend to
work with them to increase this effort.

Drinking Water Flant at Muridke
Mational Foods Limited has undertaken a public drinking
water project to cater to an essential need of the
community arcund our production fadlity at Muridke
(2 small town about 50 miles from Lahore).

3. Commitment to Education

MFL Aagahee Adult Literacy Programme {ALP)

MFL believes on “an educated workforce is a quality
workforoe®

Certificate Is being awarded to NFL worker ALP
Certificate distribution ceremiomny

MFL focuses on workforce education and provide
education opportunity to its workforce. The owverall
objective of the Adult Literacy Program is to attain 100
percent literacy among workers.

During the wear 2009-2010 MNFL attain 90% literacy
amongst worker force,

CSR Annual Report

-Fermale Empowerment through  Aagahi  ALP
NFL is committed towards improving literacy rate
especially among women in Pakistan, Aagahi ALP is
being run with the partnership of The Citizen Foundation
Pakistan and the Literate Pakistan Foundation.
MNFL bears the cost of the books and stipends to the
teachers and other miscellaneous expenses. Four
thousand women have graduated during 2005-2010.

- Mationwide ALP Launched in 2009-2010

Current Aagahl ALP Is being run in followling districts with
the partnership of TCF and LPF;

Bahawlapur, RawalPindi, Muzaffer Gar, Texila, Lahore,
Mardan, Faisalabad, Mansehra, Chiniot, Muzafferabad,
Khushab, Karachi & Miamwali. In the future, NFL envisions
expanslon of more 150 ALP sesslons/centers natlonwide

- Aagahni ALP at Kunri (2010)

MFL with the partmership of Rotary Club, Karachi and
Rotary Club, Kuniri successfully run 12 female ALP centers
for the families of chili farmers in 12 rural areas of Kuniri.
Through this program 300 women were empowered in
basic Urdu and Math,

4. Red Chili Detoxification and modified drying through
capacity building of farmers

MNFL developed a Value Chain Empowerment business
model for Red Chilli detexification and modified drying.
The objective of this business model s improvement in
the quality of red chilli and in production and expansion
of Aflatoxin free chili in the country. As part of its
sustainability strategy, linkages were identified and
developed, between the company's growth and
stakeholder engagement, with the objective of bringing




sustainable economic benefits to the wider community.
Efforts to reduce aflatoxine through walue chain

empowermnent were found successful.

Value Chain Empowerment-Commitment to partners

5. Commitrment to Professional Development

We organizes activities, such as Students Day, Quiz
competition, certificates and prize distribution ceremony
to encourage growth and personal and professional
development of the ALFP students and teachers.

&. Corporate Philanthropy
As a corporate philanthropy NFL has donated following
during last two years

- Donation of about 24,000 packets of ready-to-eat meals
to warious charitable health clinics and WNGDs  for
malnutrition mothers,

- Donation of about 37,000 packets of ready-to-eat meals
to IDPs campswvarious charitable health projects
including Thar.

- Danation of about 5,000 packets of nutritional meal to
national rural support program for [DPs.

More than Rs 100,000 were spent on medicines for
IDPs.

A hypertension checks of employee were organized with
the collaboration of Movartis and Pakistan Hypertension
League in 5ITE, PQ and Forum Offices. The objective of
the event was to improve quality of life of workforce by
raising cardiovascular related health issues.

SR Annual Report AL REPORT 2010 |

7. Flood Relief Activities

We are working for flood relief victims with the
partnership of National Rural Support Program. As a food
company NFL is concentrating on nutritional meals/baby
food /rations for the flood victims to address
malnutrition. We have already sent donation of
nutritional meals, flour and medicines to NRSE will
continue supplies on long term basis.
Additionally, NFL has generated separate funding and
matched by company.




Cur vision reflects our belief that we can help Mational
Foods become an emplover of choice by creating an
outstanding workplace-the kind of organization where
people can grow, make an impact and stay.

The most significant achievernent this year was carving
out a Strategy in Action stating our three year business
objectives,
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It was a moment of great pride and triumph when
Mational Foods was declared 2nd amongst all local
FMCGs and Bth owverall,

A number of initiatives were taken with the aim of
creating an environment where professional growth and
development are valued and pursued. For this, we ran

management development workshops for our key talent

A strong rope is made of many strands; a strong
team made of many hands.

The Strategy In Actlon Is a roadmap for achieving long
term success and sustainable growth by 2013, 0t s a
focused plan detailing our five key strategic objectives
and hioww to execute them,

These objectives include growing current categories,
entering into new ones, expanding International markets,
creating value through developing capability and
becoming the employer of choice across industries.

We carried out an organization-wide Engagement Survey
to take the pulse of the organization. We also participated
in the Best Place to Work Survey with Pakistan's top 25,
mostly multinational, companiles.

Coming together is a beginning. Keeping
together is progress. Working together is success.

in the junior and middle management cadres to help
them meet the demands of their profession with skills
such as negotiation, communication, time management,
etc. We designed Mational Foods' first ever competency
model which will not only help in clarifying expectations,
but also aid in making individual development plans,

We launched a Learning Portal for the benefit of those
who have a thirst for knowledge. The Learning Portal is
stocked with the latest books, presentations, videos,
articles on management subjects such as leader

ship, motivation, coaching, and other self-help
categories,




At Mational Foods we are committed to setting a positive
culture that will enable us to not anly recrult and retain a
high performing and diverse workforce, but also inspire
people to create an outstanding workplace.

For that we talk about our values consistently at all levels
and use the HAMSAE platform to bulld and sustain
healthy, positive vibes across the organization

We continue to evolve a service-oriented environment
using the most modern technology and enterprise
systems. We systemized ouwr traveling expense and
incentives through SAP this yaar,

The work [ife balance = oh, it tricky, but we
manage just fine!

MNow all our travel expenses and sales incentives will be
processed through SAP resulting In systernlzed travel
advance payments, timely disbursements, detailed data
analysis and individual summaries.

We have always believed that sourcing young talent
keeps thie organization agile and vibrant, This year we
recruited a team of fresh industrial engineers through
MWFLs first on-camipus Assessment Center,

HUKGAN RESOLRCES

After a painstaking selection process consisting of a
recruitment test, group discussion, short interview and
an hour-long panel interview, & industrial engineers from
a batch of 60 students were selected as Trainee Engineers.
The trainees will follow a cross-functional rotation plan
for 24 months before they recelve permanent functional
placermnent.

A much-awaited NFL Premier League was organized for
the cricket fans in NFL. The night cricket match proved to
be a smashing success with an enthusiastic turnowt, and
spirits that soared with every winming rumn.

Sensitivity tralning, or leaming how to
handle inflated egos?

A Farmhouse Fiesta was also part of the deal this yvear
when we took our management out for a day away from
the city. The day was filled with fun, team-building games
and proved to be a valuable way of making us stronger as
a team.
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On behalf of the board of directors of Mational Foods Limited, | present before you the accounts and the performance report
of the financial year ended June 2010,

& brief financial analysis is presented as follows:

Gross Sales

2010 2009

(Rupees In thausand)
Met Sales 4,489,945 3,758,706 e
Gross profit 1,326,747 1,126,451 s
Frofit from operations 258,545 307,543
Profit before tax 159,181 210,702 P
Profit after tax 86,559 139,461 )

BnlE oy e P M  Xe ;0
Earning Per Share 2.09 i3y
wimea el T @ e Tager Tabe

The above result is better analyoed if we separate relevant data in respect of new ventures during the year from the above,
The tables below present the core business data accordinghy:

Net Sales

NI

Core Business - Excluding New Ventures 2010 2009
(Rupees in thousand) At

Met Sales 4,350,593 3,710,645 R
Gross profit 1315631 1,118,268

B LR
Frofit from operations 31813 302,755 als
Prafit before tax 220,537 216535 p—
Profit after tax 147,915 135,254 i
Earning Per Share sy 326 T

o L e 9 i s

Performance Overview

The outgoing year has been the toughest year in terms of inflationary pressures on agri commeodities. Global recession and
stagflation has created a spiraling effect of rising prices and stagnating consumer demand, which are posing a great challenge
in controlling costs across various functions of management.

Gross Margins have been hit despite frequent price increases and cost cutting measure indicating the inflation is rising with
the commodities prices moving “too far too fast” The varable costs are increasing at an unpredictable rate, which is creating
serious pricing disparities in the market. The inflation Itself has hit the purchase power of the consumer thus creating an
emvironment of stagflation.




Operational Performance
Core Business

As can be seen from the tables above, the Core busines shave performed perfectly in line with budget with exports exceeding
earnings target. However due to the inflatonary emironment, all the top lime sales in domestic business have been generated
by imcreasing prices to cover increasing costs thus impacting real volume growth,

Mew Ventures

Rice was launched in the domestic market a year ago. This category was lunched in line with the Vision 2020 to target new
categories, which were multi billion rupees in sales potential, The company however has been selling rice through its home
brand and numerous sub brands in the international market for the past several years where it continues to perform well and
grow In line with cur expectations. The domestic sales have however been slow In the Initial year as some investment had to
be made in the brand to create awareness in the domestic market. Also significant realignment of the sales and distribution
function had to be made so that the commect potential of rice sales could be tapped. As per our plan, the domestic rice sales will
generate revenue and profit in the years to come and will then be inducted in the core business.

The kast table shows the new product launch of instant powder drinks. This is another multi billion Rupee category with the
total branded market exceeding As, 4.5 to Rs 5.0 billion, With this launch, National Foods has entered the beverage segment
and will continue to imeest and grow this category by adding new products to it. The Brand that has been created is “Fruitily”™
and Its launch has been one of the most successful launches in the company’s history, It s expected that this brand will have
to be invested for few years before it breaks evan and starts generating earnings for the core business. This 15 an Important
categaory as it has a high sales volume potential and ks also an attractive segment for the international market.

C5R

National Foods is devoted to its CSR program and continues to nurture it by building sustainable enterprise across various
stakeholders, These stakeholders have included farmers who grow key commaodities for us as we have engaged them in the
past to improve guality of Red Chillles for export. The program was a success as the experiments conducted with them have
been successful In producding extremely low Aflatoxin count Chillles, Thesae Chillles were subsequently exported and accepted
in Buropean Union market by mesting and exceeding their standards. The farmers in turn were paid a much higher produce
price for thedr efforts thus creating a successful sustainable enterprise partnership.

National Foods is also committed to furthering literacy and education within the country, We have successfully run and
supported the adult iteracy program both within the company and externally in various segments thus imparting basic
literate teachings. & complete report is presented on the achievements in the subsequent sections of the annual report.

in addition to this, National Foods |5 supporting IBA in its expansion efforts of building a world-class education center In
Karachl. In this regard, the company has donated funds to help expand and rebuild major centers of education excellence in
both the city and university campus.

Our People

Our greatest asset is our employess, | would like to acknowledge, with thanks, their important contributions to the success of

this great enterprise, Their dedication and perseverance in the face of numercus challenges has steered the company towards
success and growth. | am positive that together, we can reach ever greater helghts.



Contribution To Mational Exchequer

During the year, the contribution to national exchequer has further increased and the company paid over Rs, 388,442 million
(200%; Rs, 765.000 million) to the government and its various agencies on account of various government levies including
custorn duty, sales tax and Income tax, Moreover, forelgn exchange of Bs. 594 millien was alse generated through export of
products, further reflecting owr participation in the natlonal econammy.

Future Outlook

The outlook for 2010 remains dismal due to the continued inflation and low economic growth within the country. It is essential
that the company divert more of its focus towards the international market. Under these conditions, it is important that the
company goes into a consolidation phase to secure its profitable lines and prune and optifmize costs at all levels,

The start of the new financlal year has seen some very heavy monsoon raing which has resulted in serlous floods across the
country. In addition to a depressed econarmy 1t 1s not cdear at the moment to the extent of damage to the infrastructure and
major agricultural commedities as of mow. The position will anly be clearer towards the end of the first guarter.

The company remains committed towards growth and expansion, however under these uncertain economic conditions, it is
important that consalidation and sustainable growth is kept in focus to keep the company performing well to achieve its
objectives.

Appropriation OF Profits

‘four directors have recommended for the approval by the sharehalder a cash dividend for the year ended June 30, 2010 of Rs
1.20 per share (2009: 1 bonuws share for every 4 shares held).

Compliance With Code Of Corporate Governance

The stock exchange have included in their listing reles the Code of Corporate Governance (Code) issued by Securities &
Exchange Comrmisskon of Pakistan. The Company has adopted the Code and is Implementing the same in letter and spirit.

Audit Committes

The Board has constituted an Audit Committee consisting of three members including Chairman of the Committee. During
the year Mr. Ebrahim Qassim, a sitting member of Audit Committee, has been appointed as Chairman of Audit Committes
replacing to Mr. Wagar Hasan wiho is, howewer, continuing to serve the Audit Committee in the capacity of a member. The
Committee regularly meets as per requinerments of the Code, The Committes assists the Board in reviewing Intermal Audit
Manual and Internal Audit System,

Pattern of Sharehalding
The pattern of shareholding of the company is annexed.

Apart from following transactions, the Chief Executive, Directors, Chief Financial Officer, Company Secretary and their spouses
and minar children did not carry out any transaction in the shares of the Company during the year;

Mame Mature of transaction Mo, af shares
Mr, Abdul Majeed Glfted 863,250
Mr. Zahid Majeed Glft Recelved 883,250




All statutory returns in this connection were filled.

External Auditors

The present auditors Messrs, A F. Ferguson & Co,, Chartered Accountants are retiring and being eligible, offer themselves for
re-appaintment. The Board of Directors on the recommendation of the Avdit Committee, proposes the appolntrment of
Messrs, A, F, Ferguson & Co., Chartered Accountants as the auditor until the nestt Annual General Meeting.

Internal Auditors

On the recommendation of the Audit Committee, the Board of Directors in its meeting held on September 25, 2009, has
reappointed Messrs, Ford Rhodes Sidat Hyder & Co, Chartered Accountants as internal auditors of the Company,

Corporate and financlal reporting framework

L

The financial statements, present fairly the state of affairs of the Company, the results of its operations, cash flows and
changes in equity.

Proper books of account of the Company have been maintained.

Accounting policies as stated in the notes to the financial statements have been consistently applied in preparation of
financial statemnents and accounting estimates are based on reasonable and prudent judgment.

International Accounting Standards as applicable in Pakistan have been followed in preparation of inancial
statemnents and any departure there from has been adequately disclosed,

The systemn of Internal contral ks sound in design and has been effectively implemented and monitored,

There has been no material departurs from the best practices of corporate governancoe, as detailed in the listing
regulations.

There are no significant doubts upon the company’s ability to continue as a going concern.

The outstanding duties, statutory charges and taxes, if any, have been duly disclosed in the financial statements.

A statement reqarding key financial data for the last sheyears is annexed to this report.

The value of investments of Provident Fund based on respective audited accounts was Rs. 93,145,025/-

Diuring the last business year five meetings of the Board of Directors were held. Attendance by each Director was as
follows:

Mame of Directos Mo. of meetings attended Leawves granted

Mr. Abdul Majesd 4 1

M. Abrar Hasan

Mr. Waqar Hasan

Mr. Zahid Majeed

Mr. Khwaja Munir Mashooqullah

]
5
5
Mr. Ebrahim Casim 5 =
2
4

Mr. lgbal Alimohamed

On behalf of the Board of Directons

Wl

fbrar Hasan
Chief Executive

Karachi: September 17, 2010




VALUE ADDITION

For the year ended June 30, 2010
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OPERATING AND FINANCIAL HIGHLIGHTS

Profit & Ssatement 4005 2005 2007 2008 200 20

Salgs 1533870 1,847,700 2,351,058 3,081,746 3,758,706 4,485,546
Cast af Sales 1,138,737 1,376,437 1,572,574 2,075,965 25333255 3,183,199
Gross Profit 157,152 571,263 818,384 GHSFTT 1,126,451 1,336,747
Adminitration £1,842 73,112 &, 297 1249850 149 802 164,503
Dstribution cost iR hEg H6e, 758 513,502 Sra21B oS, el S05.018
Orther operating oot 3242 B.F5% 15,054 1FEiIS 20448 17295

Aedrninistration, 5ellng
B Orhesr Opertating Exgp. M3 3TE 66T [ ek FIF500 B35,914 1090 416
Fenamncial Charges 16,006 24850 12,675 56238 B84 00 34
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rave material supply ) - 74,095 - - .
Orther Pcima 4498 G581 &110 13309 17005 3314
Profit befors Tax 42371 106471 190,733 733,947 220,703 158,181
Taxatian 11,518 s qar Bt 430 FrAm a81.241 F14633
Profit after tacation 30553 0,384 119,363 156,548 139,461 BE&, 559
Balance Sheet

Share Capital 42,505 42,505 42 505 55,257 551,542 414427
Reverves 140,556 21,584 125375 AB0G68 313 B4 3¥75%8
Sharehalders' Equsty 183,101 247,089 367,880 515525 655,306 T41.945
Lorsg Term Dbligations %0139 206,161 183,763 197,020 140479 105,588
Current Liabilives & Prowisions 435491 5470 626815 1033710 1030476 1,626,827
TOTAL 708,731 W67 S50 1, 168456 1,746,655 1,835,341 2674,3450
Foand Assets & CWIP 130,555 366,538 456,173 LERR LY BA0.6T2 220450
Orthpr Mam curment assets 2,13% 4504 2,765 4,444 5,163 4,504
Curent Asmeis 85,737 595518 6HS, 369 1.104,653 1180506 1549392

TOTAL fETn Gy, S0 1,188,458 1,740,655 1,435,341 2574350




KEY FINANCIAL RATIOS

Perfarmance Mestunes

EMclency ratio, Dperating leverags B4.02%:
i on assers (RO 16.76%
Roetiim an et assets (ROMA) 17.52%
Rietum an capital employed [ROCE) 38545
Rt on-aquity (ROIE] . 23.81%

Frofitibality Measures

Gross margin percentage

Net masgin

Dperating mangin, Profit mangin,
Retum an sales

Earnings per shane

Imestment ulillzation

Callection pesicsd (parmod average) 2205
Creditars payrment days 06D
Inemiory Turnowes days 108.33
Iy Turnowes Ratio: : 337
Assod turnoreer Temes) X 208

Finarcial Condition

Currert ratio 1.01
Ciulck ratio .14
Drelit 1o equity ratia 21.43% 14.23%
Intersst coverage ratio : 354 2E0

Beake vl per share




PATTERN OF SHAREHOLDINGS
COMBINED PATTERN OF CDC & PHYSICAL SHAREHOLDINGS

AS AT JUNE 30, 2010
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fmjﬁwy&mwﬁé{w/&j@m Governance

For the Year Ended June 30, 2010

1. The Company encourages representation of independent non-executive directors and directors representing minority
interests on its Board of Directors. At present the Board includes four (04) independent non-executive dirsctors,

2. The directors have confirmed that none of them Is serving as a director In more than ten listed companies, including this
Company.,

3. All the resident directors of the Company are registered as taxpayers and none of them has defaulted in payment of any
loan to a banking company, a DF1 or an NBFI or, being a member of a stock exchange, has been declared as a defaulter by
that stock exchange.

il

Mo casual vacancy occurred in the Board during the vear,

5. The Company has prepared a 'Code of Business Ethics; which has been signed by all the directors and employees of the

Company.

6. The Board has developed a vision/mission statement, overall corporate strategy and significant policies of the Company. &
complete record of particulars of significant policies along with the dates on which they were approved or amended has
beren maintained.

7. Al the powers of the Board have been duly exercised and decisions on material transactions, including appaintment and
determination of remuneration and terms and conditlons of employment of the CEOQ and other executive directors, have
been taken by the Board,

8. The meetings of the Board were presided ower by the Chairman and, in his absence, by a director elected by the Board for
this purpose and the Board met at least once in every guarter. Written notices of the Board meetings, along with agenda
and working papers, were circulated at least seven days before the meetings. The minutes of the meetings were
appropristely recorded and circulated.

9, Allthe directors on the Board are fully conversant with their dutles and responsibllities as directors of corporate bodies. The
Board had previowsly arranged an orentation course of the Code of Corporate Governance for its directors to apprise them
af thedr role and respansibilities. Furthes, the Booklat on Code of Corporate Governance as published by the Securities and
Exchange Commission of Pakistan hawve been circulated amongst the directors on the Board.

10. There was no new appointment of CFD or Company Secretary during the year.

11, The directors’ report for this wear has been prepared in compliance with the requirements of the Code and fully describes
the salient matters required to be disclosed.

12, The fimancial statements of the Company were duly endossed by CEQ and CFO before approval of the Board,

13, The directars, CEC and executives do not hold any interest in the shares of the Company other than that disclosed in the
pattern of shareholding.

14, The Company has complied with all the corporate and financial reporting requirements of the Code,

15, The Board has formed an audit committee. it comprises three (03) members, of whom tweo (02 are non-executive directors,




16. The meetings of the audit committee were held at least once every quarter prior to approval of interim and final results of
the Company and as required by the Code. The terms of reference of the committee have been formed and advised to the
committee for compliance.

17. The Board has outsourced the internal audit function to M/s Ermst & Young Ford Bhodes Sidat Hyder & Co. Chartened
Accourtants, who are considered sultably qualified and experienced for the purpase and are comeersant with the policles
and procedure of the Company and they are imvalved in the internal audit function on a full time basis.

18. The statutory auditars of the Company have confirmed that they have been given a satisfactory rating under the quality
control review programme of the Institute of Chartered Accountants of Pakistan, that they or any of the partners of the
firm, their spouses and minar children do not hold shares of the Company and that the firm and all its partners are in
compliance with International Federation of Accountants (FAC) guidelines on code of ethics as adopted by Institute of

Chartered Accountants of Pakistan,

14, The statutory auditors or the persons assodiated with them hawve not been appointed to provide other services except in
accordance with the listing regulations and the awditors have confirmed that they have observed IFAC guidelines in this

regard.

20, The related party transactions have been placed before the audit committee and approved by the Board of Directors with
necessary justification for non arm’s length transactions and pricing methods for transactions that were made on terms
equivalent to those that prevall In the arm’s length tramsactions only IF such terms can be substantiated,

21. We confirmn that all other material principles contained in the Code hawve been complied with.

Ny

Karachi Abrar Hasan

Dated: September 17, 2010 Chilef Executive
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On Statement OF Compliance With Best Practices Of Code OFf Corporate Governanoe

W have reviewed the Statement of Compliance with the best practices contained in the Code of Corporate Gowernance
prepared by the Board of Directors of Matlonal Foods Limited to comply with the Listing Regulations of the Karachi, Lahare
and Islamabad Stock Exchamges where the company Is listed,

The responsibility for compliance with the Code of Corporate Governance |s that of the Board of Directors of the company. Cur
responsibility is to review, to the extent where such compliance can be objectively verified, whether the Statement of
Compliance reflects the status of the company’s compliance with the provisions of the Code of Corporate Governance and
report if it does mot. A review is limited primarily 1o inquiries of the company persormel and review of varmous documents
prepared by the Company to comply with the Code.

As part of our audit of financial staterments we are required to obtain and understanding of the accounting and internal
control systems suffickent to plan the audit and develop an effective audit approach. We have not carrled out any special
review of the imternal control system to enable us to express an opinion as to whether the Board’s statement on internal
controls covers all controls and the effectiveness of such internal controls.

Further, Listing Regulations of the Karachi, Lahore and [slamabad Stock Exchanges require the company to place before the
Board of Directors for their consideration and approval related party transactions distinguishing between transactions carried
out on terms equivalent to those that prevails in arm's length transactions and transactions which are not executed at arm’s
length price recording proper justification for using such alternate pricing mechanism. Further, all such transactlons are also
reguired to be separately placed before the awdit cormmittes, We are only required and have ensured compliance of
reguirement to the extent of approval of related party transactions by the Board of Directors and placement of such
transactions before the audit committee. We hawe not carried out any procedures to determine whether the related party
transactions were undertaken at arm's length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of Compliance does
not appropriately reflect the company’s compliance, in all material respects, with the best practices contained in the Code of
Corporate Governance as applicable to the company for the year ended June 30, 2010,

AF. Ferguson & Co.
Chartered Accountants
Karachi

Dated: September 17, 2010
Mame of the engagement partmer: Syed Fahlm ul Hasan
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We have audited the annexed balance sheet of National Foods Limited as at June 30, 2010 and the related profit and loss
account, cash flow statement and statement of changes im equity together with the notes forming part thereof, for the year
then ended and we state that we have abtalned all the inforrmation and explanations which, to the best of our knowledge and
belief, were necessary for the purposes of our awdit,

It is the responsibility of the company’s management to establish and maintain a system of internal control, and prepare and
present the above said statements in conformity with the approved accounting standards and the requirements of the
Companies Ordinance, 1984, Our rsponsibility s W express an opinion on these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan, These standands requine that we
plan and perform the audit to obtain reasonable assurance about whether the abowe sald statements are free of any material
misstaternent. An audit includes examining, on a test basls, evidence supporting the amounts and disclosures in the abowve
sald staterments. An audit also incdudes assessing the accounting pelicies and significant estimates made by management, as
well as, evaluating the owverall presentation of the above said statements. We believe that our audit provides a reasonable
basis for our opinion and, after due verification, we report that

(a) in our apinion, proper books of account have been kept by the company a5 required by the Companies Ordinance,
19E4;

[{+] In our opinion:

il the balance sheet and profit and loss account together with the notes thereon have been drawn up in conformity with
the Companies Ordinance, 1984, and are in agreement with the books of account and are further in accordance with
accounting policies consistently applied except for the change as stated in note 2.1.3 to these financial statements,
with which we concur;

(L] the expenditure Incurred during the wyear was for the purpese of the company's business; and

({11} the business conducted, investments made and the expenditure incurred during the year were in accordance with the
objects of the company;

ic) in our opinion and to the best of our information and according to the explanations given to us, the balance sheet,
prafit and boss account, cash ow staterment and statement of changes in equity together with the notes forming
part thereof conform with approved accounting standards as applicable in Pakistan, and give the information
required by the Companies Ordinance, 1984, in the manner so required and respectively give a true and fair view of
the state of the company's affalrs as at June 30, 2010 and of the profit, its cash flows and changes in equity for the
yaar then ended; and

(dl in our opinion no Zakat was deductible at sowrce under the fakat and Ushr Ordinamce, 1980.
AF. Ferguson & Co.
Chartered Accountants

Karachi

Dated: September 17, 20010
Mame of the engagement partner: Syed Fahim ul Hasan
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BALANCE SHEET

A5 AT JUNE 20, 2010

2010 2009
{Rupees in thousand)

ASSETS

MOMN-CURRENT ASSETS
Property, plant and equiprment 734,771 614,004
Intangibles 25,684 35,658
Loy term deposits 4,509 5163
824,068 654 H15

CURREMT ASSETS

Stores, spare parts and loose tools 5360 5432
Stock in trade 1,502232 846,977
Trade delts 253,050 274,556
Advances 43,667 29,044
Trade deposits and prepayments 10,118 6,660
Other receivables 20,664 2832
Cach and bank balances 14,101 15,205
1,845,392 1,180,506
2,674,360 1835341

SHARE CAMTAL AND RESERVES
Issued, subscribed and paid-up capital 414,427 337,542
Unappropriated profit 327518 323 B4

741,945 855,386

NOMN-CURRENT LIABILITIES ) )
Long term financing 20,000 0,000
Lizbdlities agabnst ascets subject to finance lease 2260 13,700
Deferred tax 72621 59,999
Retirement benefits obligations 10,507 &, 780

105,568 140459

CURAREMT LIABILITIES
Trade and other payables 530,063 460,626
Accrued interest / mark wp 28,319 17,764
Shiort term borrowings 1,185,763 485,534
Current maturity of:
Levingy terrm fimaneing 40,000 40,000
Liabilities against assets subject to finance lease 10,238 12510
Taxation - Prowvision less payment 12,407 8397
Diue to the govermmeant 16031 14,643

1,826,827 1,039476

COMMITMENTS
2,674,360 1,835341

The annexed notes 1 o 38 farm an integral part of thess Ainancial statements,

N




PROFIT AND LOSS

FOR THE YEAR EMDED JUME 30, 2010

Mote 2010 2009
[Rupees in thousand)

Sales 21 4,485,545 3. 758,706
Cost of sales 22 (3,163,199 (1532,255)
Gross prohit 1,326,747 1126451
Dstribution costs 23 (509, 81E) {G65,564)
Admindstrative expenses 24 (164,303) (149.802)
Other operating expenses 25 {17,265] [20,448)
Other operating income 26 23214 17006
Operating profit 258,545 307543
Finance costs 27 1540, 354 (85 841}
Profit before taxation 155,181 220,702
Taation il 72,621 (81,241)
Profit after taxation 86,555 139,461

Other comprehendive income

Total comprehensie Inoome 86,559 139,451

Eamnings per share 29 Rs 206 Rs 3.37

The annexed notes 1 to 38 form an integral part of these financial statements.

5 e

Chief Executive Direscnos




CASH FLOW STATEMENT

FIOR THE YEAR EMDED JUME 30, 2010

Mota H010 2009
[Rupess in thowsand]

CASH FLOWS FROM OPERATING ACTIVITIES
Cash (used In)f generated fram operations 30 (247 050] 30,74
Finance cost paid (88,809] {86,263)
Income tax paid (55,990) {81,585)
MNet decreasa / {Increase] in long tenm depasits 654 (719}
Met cash [used in) / generated from operating activities (391,195} 202,147

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment (265,844 [76,454)

Sale proceeds on disposal of property, plant and equipment 1411 3368

Purchase af intangible assets (7612) (30,949}
Met cash used in investing activities (259.281) [94,035)
CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of long term financing {40,000 (43,0000}

Liabilities against assets subject to finance lease (net) [14,848) (12,393}

Dividend paid (15) (205)
Met cash used in financing activities [54,861) (55.598)
Met (decrease) / increass in cash and cash equivalents (705337 52,514
Cash and cash equivalents at the beginning of the year 470,331) (522,845)
Cash and cash eguivalents at the end of the year k] | {1,175,668) (470,331}
The anmexed notes 1 10 38 form an integral part of these financial statements.

Chief Executive Director
]
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STATEMENT OF CHANGES IN EQUITY

FORTHE YEAR ENDED JUNME 20, 2010
Issued, Capital Unappropriated
subscribed reserve - profit
and paid-up Share
capital premium Tatal
............................... (Rupees in thouSand) . .0
Balance as at June 30, 2008 55,257 6,102 454,566 515925

Issue of 5 bonus shares for every 1

share held 276,285 {6,102) (270,183) e
Profit for the vear ended June 30, 2009 - - 139461 139461
Balance as at June 30, 2009 331,542 = 323844 655386
Issue of 1 bonus share for every 4

shares held B2.885 - {(82.885) -
Profit for the year ended June 30, 2010 - - 85,559 85,559
Balance as at Jume 30, 2010 414,427 - 327518 741,945

The annexed notes 1 to 38 form an integral part of these inandial statements.

M\--—-—- F_._._;. 'Ia-'l-:r.._i

Chief Executive Director




NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR EMDED JUNE 30, 2010

L1

2.1.1

213

113

(&)

THE COMPANY AND ITS OPERATIONS

The company was iIncorporated in Pakistan on February 19, 1970 as a private limited company under the Companies Act,
1913 and subsequently converted into a public limited company under the Companies Ordinance, 1984 by special
resolution passed in the extra ordinary general meeting beld oo March 30, 1988, The company 15 principally engaged in the
rmanufacture and sabe of spices, pickles, ketchup, jams, jellies, sauces, cooking pastes, rice, salt, juices, and ready-to-eat meals.
it is listed on Karachi, Lahore and 1slamabad Stock Exchanges. The registered office of the cormpary is siteated at 12 /CL- 6,
Clarermont Road, Civil Lines, Karachi,

SLIBAMARY OF SIGRIFICANT ACCOUNTING BOLICIES

The principal accounting policles applied in the preparation of these financial statements are set out below.
Basis of preparation

Statement of compliance

These financial staternents have been prepared in acoordance with approved accounting standards as applicable in Pakistan.

Approved accounting standards comprise of such International Financial Reporting Standards (IFAS) issued by the
International Accounting Standards Board as are notified under the Companies Ordinance, 1984, provisions of and directives
Esued under the Companles Ordinance, 1984, In case requirements diffes, the provisions or directives of the Companles
Ordinance, 1584 shall prevail,

Critical accounting estimates and judgements

The preparation of finandal statements in conformity with the above requirerments requires the wse of certain critical
accounting estimates, It also requires management to exercise [ts judgement In the process of applying the compamy's
socounting policies, The matters involving a higher degree of judgement of complexity, or areas whene assurmptians and
estimates are significant to the finandial statements, are disclosed in respective notes to the financial statements.

Estimates and judgements are continually evaluated and are based on historical experience and other factors, ncluding
expeciations of future events that are believed to be reasonable under the circumistances,

There have Been no critical judgements made by the company's management in appling the sccownting policies that
would have the most significant effect on the amounts recognised in the financial statements.

Changes in accounting policies and disclosures

MNew standards, amendments to published standards and new interpretations effective in current year and adopted
the company

IAS 1 {revised) ‘Presentation of Anancial statements, requires presentation of transactions with owners in Statement of
Changes in Eguity and with non-owners in the Statement of Comprehensive Income. The revised standard requires an entity
to opt for presenting such transactlons elther In 2 single statement of comprehensive income or in an income statement and
a separate statement of comprehensive incame. The company has applied 185 1 (revised) from July 1, 2009 and elected 1o
prasent one performance statement (iLe. the profit and loss accownt). However, since thena are no non-cwner changes in
equity, there is no impact of such revised standard on these financial statements,

145 23 {Amendment) 'Bormowing Costs' requires an entity to capitalise bosrowing costs directly attributable to the
acguisition, construction or production of a gualifing asset (one that takes a substantial period of time o get
ready for useor sale) as part of the cost of that asset.




NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2010

IFAS 8 'Operating segments’ replaces 1AS 14, Segment reporting, The new standand reguires a “‘management
approach’, under which segment information is presented on the same basis as that wsed for internal reporting purposes
by the Chiefl Operating Decision Maker, who is responsible for allocating resources and assessing performance of
the operating segment, There is no material impact on the com pany's financial statements of this standard.

(B} Sandards, amendments and interpretations to existing standards effective in cwrrent year but not relevant to the company
IFRS 3 ([rewised), 'Business combinations, and comsequential amendments to AS 27, 'Consolidated and separate
financial staternents) IAS 2B, 'Investments in asuociates), and [AS 31, 'Interast in joint ventures) ane effective prospectively
to business combinations for which the acquisition date is on or after the beginning of the first annual reporting period
beginnéing on or after July 1, 2009,

IFREC 17, "Distributions of non-cash assets to owners' effective for annual periods beginning on or after July 1, 2009,

IFRIC 18, ‘Transfers of assets from customers), effective for transfer of assets received an or after July 1, 2009,

Standards, Interpretations and amendments to published approved accounting standards that are not yet effective
Standards, amendments to existing approved accounting standards and new interpretations have been published that are
mandatory for future years. However, these are not expected to affect materally the financal statements of the company
for the accounting periods beginming on the dates prescribed therein

Orverall valuation pallcy

These financial statements have been prepared under the historical cost comention except as disclosed in the accounting
policles below.

Property, plant and equipment

Property, plant and equipment are stated at cost less residual value if not insignificant, impairment and accumulated
depreciation except capital work in progress which is stated at cost.

Depreciation on property, plant and equipment is charged to income appdying the straight-ine meathod over the estirmated
useful lives of related assets. Depreciation on additions is charged from the month in which the assets are pat to use and
on disposals up to the month of disposal,

Maintenance and normal repairs are charged to income as and when incurred. Major renewals and improvements are
capitalised and assets so replaced, if any, are retired.

Profit and loss on sale or metiement of property, plant and eguipment is incleded In ncome curmenth
Intangibles - computer software

These are stated at oost less accurnulated amortisation and irmpalenent, If any, Generally, cost assoclated with developling
or maintaining computer software programmes ane recognised as an expense as incurred, Howewver, cost that ane directly
associated with Identifiable software and hawve probable economic benefit exceeding one year, are recognised
as intangible assets. Direct costs include the purchase cast of saftware and related overhead cost.

Amortisation charge |5 based on the straight-line method whereby the cost of an intangible is written off ower its
estirmated useful life of three years
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Tanation
Current

Charge for cumment taxation i based on taabde income at the cument rates of taxation after taking into account tax
credits and rebates available, if ary, and taxes paid under the final tax redgirme.

Dreferred

Deferred tax is accounted for using the balance sheet lisbility method on all temporary differences arising between tax
base of assets and liabilities and thelr casnding amouwnts in the financial statements. Deferred tax lEability i generally
recognised for all taxeble temporary differences and deferred tax asset & recognised to the extent that it is probable that
future taxable profits will be available against which the deductible temporary differences, unused tax losses and tax
credits can be wtllised.

Deferred tax is charged or credited in the profit and loss account.
Employes retirement benefits
Defined benefit plans

The company operates an unfunded pension scheme and post retirement medical beneft for chief executive and
executive directors. The charge |s based on actuarial valuation using Projected Unit Credit method. Cumulative net
unrecognised actuarial gains and [osses at the beginning of the wear which exceed 109% of the present value of the
obligations are amortised owver the average remaining working life of the employees. The latest actuarial valuation of the
defined benefit plams was conducted at June 30, 2010,

Defined contribation plan

The company operates an approved contributory provident fund for &l employees. Equal monthly contributions ane
made, both by the company and the employees, to the fund at the rate of 10% per annum of the basic salary,

Stores, spare parts and loose tools

These are valued at welghted average cost less provision for slow moving and obsolete stores, spare parts and loose bools,
if ary. feems in transit ane valwed at cost compriging invaios value plus other changes incurred therson.

Stock bn trade

All stocks are stated at the lower of cost and estimated net realisable value, Cost is determined by weighted average
rethod except for those In transit where it represents Involce value and ather changes Inourred thereon. Cost of work In
process and finished goods includes direct cost of materials, direct cost of labowr and production overheads, Net realisable
value signifies the estimated selling price in the ordinary cowrse of business less cost necessarily to be incwrred in order to
rrake the sale,
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Trade and other debis

Trade and other debts are recognised at fair value of consideration recelwable. Debts considered Irrecowerable are written
off and provision is made against those considered doubitful of recovery,

iCash and cash equivalents

Cash and cash equivalents are carried at cost. For the purposes of cash fiow statement, cash and cash eguivalents
comprise cash, balances with banks on current, savings and deposit accounts and short term borrowings.

Impairment losses

The carrying amount of the company's assets are reviewed at each balance sheet date to determing whether there is any
indication of impairment loss, If such indications exist, the assets’ recoverable amount is estimated in order to determine
ithe extent of Impalrment loss, If any. iImpalrment losses are recognised as expense in the profit and loss account.

An impairment loss is rewersed if there is a change in the estimates used to determine the recovarable amount. &n
impairment loss Is reversed only to the extent that the assets' carrylng amount does not exceed the carrylng amount that
would have been determined, net of depreciation or amortisation, if no impairment loss had been recognised.

Finance leases

Leases that transfer substantially all the risks and rewards incidental to ownership of assets are classibed as finance
leases, Finance leases are capltalised at the Inception of the lease term at the lower of falr value of the leased assets and
the present value of minimum lease payments, The outstanding cbligation under the lease less finance charges allocated
to future pariods is shown as a liability. Financial charges are allocated to acoounting pericds in a manner so as to provida
a constant periodic rate of charge on the outstanding liability,

ljarah

Ini ijarah transactions significant portion of the risks and rewards of cemership are retained by the lessor, Islamic Financial
Accounting Standard 2 - Tjarah' reguires the recognition of ‘ujrah payments” (lease rentals) against jjareh finanding as an
expense n the profit and loss account on a stradght-line basks over the ljarah term

Trade and other payables

Trade and aother payables are recognised indtially at fair vabue and subsequently measured at amortised cost using the
effective interest rate method.

Barrowing costs

Borrowings are recognised initially at fair value, net off transaction costs incwrred and are subseguently measured at
amarised cost wsing effective interest method,

Borrowing costs are recognised as an expense in the period in which these are incurred except to the extent of
borrowing costs that are directly attributable to the acquisition, construction or production of the qualifying assat,
if any, are capitalised as part of the cost of that asset.
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Pronigioms

Prowisions are recognised when the company has a present legal or constructive obligation as a result of past event, it s
probable that an outflow of resources embodying econamic benefits will be required to settle the obligation, and a relizble
estimate of the amount can be made,

Financial instrurnents

Finamcial instruments include deposits, trade and other debts, cash and bank balances, long term finance, labilities against
aisets subject to finance lepse, trade amd other peyables, accrued interest / mark wp and short term Bostowings.
The particular recognition methods adopted are disclosed in the respective policy notes.

Foreign currency transactions and ranslation

These financial staterments are presented in Pak Rupee which is also the functional currency of the company.

Foreign currency transactions are translated into Pak Rupee using the exchange rates approximating those prevailing at the
dates of the transactions. All monetary assets and liabilities in foredgn currencles are translated into Pak Rupee at the rates
of exchange approximating those prevailing at the balance sheet date, Exchange gaing / lossed on translation are included
in income currently.

Revenue recognition

Revenue comprises the falr value of the conslderation recetved or recelvable for the sale of goods and services In the
crdinary course of the company’s activities.

The company recognises revenue when the amount of revenue can be rellably measured, it s probable that future
econamic benefits will flow to the company and specific criteria has been met for each of the company's activities as
described below:

Sale of goods

- Sales are recognised on despatch of goods to customers,

Interest / Mark wp income

- Incarme on bank deposits is recognised on accrual basis,

Reseanch and development

Ressarch and development expenditure is charged to profit and loss account in the pericd inwihich it is incurred.

221 Offsetting

2,22

Financial assets and llablitles are offset and the net amount ls reported In the balance sheet where there s a legally
enforcable right o set-off the recognised amounts and the company intends to either settle an a net basis, or to realise the
asset and settla the Bability simultaneoushy.

Dividends

Dividend distribution to the company’s sharehalders is recognised as liability at the time of their approval.
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200 2004
(Fupees in thowsand]
3, PROFERTY, FLANT AND EQUIPMENT
Crperating assest - note 3.1 7367 565,799
Capatal work in progress - at cost - note 3.2 63,604 48205
T4 7T 674,004
L | Operating assets
Leznzhold Buldingon  Plantand Furnkure  Offceand Compiners Labcrabory verides Fotal
lard biapfal migshirsry and fgtings (o rrwra] st i aquipiments chamed iy ba
lanal el pmaEnys france lease Enance lease
{Rupees in thousandl
Mt carrying value basis
Vinar enched June 30, 20010
Diparirig neq Bk value [NBV] 152668 256,555 ded, B 13276 okl 5025 6264 LT 8853 IRMET 565,700
Bhd thores [ oo 154418 431,127 36208 123 1855 & TES ko] 2457 B8 145 251575
Danpakals (an KBV - . 7 S - E . : ISR .77 [ ket
Deprecisbion charge [l 12 135838 92211 [ R LE- 1357 [FoE (55800 |F BN AT
Chosing rat beok vk 150,060 TET 603 237 831 G430 7008 B33 3,554 LT 0155 13,513 TILIET
Gross CHTying value bask
&t Jgnee 30, 2010
Casl 11,65 EERRE-] LT F LY F 46 5,008 13815 BEEY A0 A5 1064154
Acrumulated depeeciation 2573 syl 110D, 534} 114, 153] (21,53 16395 9,161) (LEAZ) [30.H24) TR (352 9ET)
Mt Boak walue 160080 JETEDT 3T HE 2480 108 032 JESE L0 RIsS 13,513 731,147
Mt carnyir vkl hash
Vinar anched June 50, 20049
Cpening ret book vahes (NEY) 1 Sk 2057 J8ETE (LKL BT &5 a.7nd 4051 1R800 11365 BEAS514
Fbd ithoires |38 oo - 50 581332 anar 1,041 3008 - 33 4535 - TT06
Dispasals (an WEV] - - - - - {35 - {1,054 (12 T R |
Depreciation charge 395 {11, 228] 133010 4,103 §1,853] I 13518 33 6431 (B30 o4 ]
Chealng Pt Book valug 15288 335 E2E a4 028 13378 7a4 025 &4 3007 poel 23037 555, T
1Gross CaTying value bask
&t Jugne 30, 3000
it 17214 304247 107453 PRk 27023 | 11,0003 T 34565 A48 HFSERD
Acrumulated depeeciation 115286 (5T G55 [T AT | el 1253 2437 14738 13,138 25003 REIVET) [305ERT]
Mt bk el ue 15,208 736,506 J44 038 13,378 T &84 5035 5, 254 3007 OS2 13037 565,790

sl Bl CYioars) 38 1053 5«10 5 &7 3 5 L1} 5 5
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2010 2009

{Fupess in thousand)
32 Copital work in progress

These comrise af:

Civill work in progress 14,982 5341
Plant and machimery 34 593 B, 737
Advance against acquisition of land - note 3.2.1 120102 AT
Advances to suppliers - 4,196
Viehicles pending delivery 16 897
Computer software under developrment 1,146 1,517
COrffice equipment 55 -

63,604 48,205

3.2.1 Thisinchsdes an amount of Bs 10,05 million paid for the acquisition of land at Sundar Industrisl Estate, Labore,

33 The details of property, plant and equipment sold during the year are as follows:

Cost Aorumulated Mot Book Sale Mode of Particulars of punchaser
diepneciation walue proceeds chsposal
[Rupess in thousand)
Miabor wehices
Toypata Camry 2,750 1,690 1,054 2,700 Negotiation M. Bhagreran Das Dhirani
F-&% Block-F, Morth Nazimabad
Karachd
Sk Liana ol 2 5] 145 E5 T Coom pady Mr. Nawsen Mukhtar
policy Exacutive
Dbty Cudre 437 31 186 M4 . MAr. Rashid Shamshad Lodhi
Erployee
Honda City HHL 650 i 190 \ Mr. Juraid Ahmed Khan
Ex- Exsmrurtive:
Sl Alto L 430 B4 160 B M. Syed Muzammd Mustafa
Emeistive
Suruki Mahran 395 330 a5 125 5 MAF. Mizar Lakkani
Esoist i
Hianda CD 100 i) 15 55 &1 Irsurance EFU General Insuramce Lid.
Cladrn
Honda S0 70 [E] a 11 L] ' EF Genaral Insumance Lid,
Handa CD 70 63 a8 1] 51 T BFJ General InsuFamnce Lid.
Plarit and Machinsry
‘Wertical Form Fill 014 1,135 L 7a3g Retumed Pakona Engineerings [P Lid.
Seal Machine 120, Wadsa Charaties Building
15t fooe, 54 Brohdd Boad
Musmbal India
Cold Storage Flamt 7034 0305 G B Megotiation Moor enterprises
Fi3T8 S TE Karachi
AR having Ret
bk value less than

3. 50,000 L5784 £5:3404 440 1,316
05 36,950 1
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2010 200

(Aupess in thousand)
4, INTAMGIRLES - computer softwane

Met carrying value basis

Dpening net book value 35,668 21594
Additions (at cost) FH12 42,903
Arportisation for the year {17,553 (9.429)
Closing net book valus 25 688 15,668
Girgss carrying value basis
Cost - Comparter software and ERP System 58,397 54406
Accumulated amortisaticn (33,70 {16,738)
Met book value 25,688 35,668
2010 200

(Rupees in thowsand)]
5. STOCK INTRADE

Raw miaterials (incheding in transit

s 280 milllon; 2009: As 2279 million) 707 550 360,230
Prowision for ohsolescence {2,956] 13,580
704,594 356,650
Packing materials .\ 1ag318| | 11709
Prowision for obsalescence | {18,528 | (34,155
129,391 #2931
Work In process 359,387 238,579
Prewizion for obiolewcence 16,631) 2,73 5:|
352,756 235,844
Finished goods | 3Mg930| | 179763 ]
Prowision for obialelcence {9.430] 2212
315,491 171,551

1,502,232 B465.977
5l Stock in trade inchudes Rs 108.21 millicm (200%: Rs 140.31 million) held with third parties.

52  The above balances inchude items costing As 12067 million (2009 Mil) valued at net realisable value of Bs 10,90 million
[2008: Mil)

53  The company has recognised a prowvision of Rs 608 million for obsodescence [2009: Rs 30.46 million) and has writben off
stocks amounting to As 16.81 millllon (200%: NIl against the provision durng the year.
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2010 2008
(Rupees in thousand]
6, TRADE DEETS
Considered good
Ralated parties - note 6,1 14,918 21,006
Others
- lescal 81,683 F0E14
- fareign 156,445 182,72
253,050 274,556
Considered doubtful 31,5906 3,906
256,956 278462
Less; Provision for doutful trade debts {3,906} (3,506}
253,050 274,556

As of June 30, 2010, trade debts of As 133.47 million (2009: Rs. 128.50 million] were past due but not impaired. Thase
relate to a number of iIndependent custorners for whom there s mo recent history of default The age analysls of thase
trade debits ig a4 follovws:

20710 2005
(Rup=es In thousand)
Up to 3 months 83,353 62,100
3 to 6 months 20551 34,546
Mare than 6 manths 79 565 32 B54
133,468 129,500

6. D from related parties
Premier Distributor 13,046 14,404
Premier Agency 14872 6,572
14918 21,016

z ADVANCES

Considered good
Emiployees
- BH AR X pense 5 143
- against salary 147 581
Suppllers 43,621 18226
Others Q4 Cu}
43,867 29,044
B TRADE DEPOEITS AND PREPAYMENTS
Deposits &, 705 1.601
Prepayments 5413 4 859
10,118 6,680

k b
[)
1

i

B
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2010

L OTHER RECENVABLES

Diue from related party - Precision Rubber
Products (Private]) Limited

Workers' Profits Participation Fund - note 9.1
Receiveahle from Sundar Industrial Estate, Lahore
COthers

.1 Workers' Profits Participation Fund

Balance as at July 1
Allocation for the year
Interest on funds utilised in the company’s business

Amount paid during the year
Balance as at Juna 30

10, CASH AND BANK BALAMCES

Cash in hand

Cash at bank
CUMMERNT Accounts
- lncal currency

- foralgn curmency

11. SHARE CAPITAL

Authorised share capital

Mumber of shares
Oirdinary shares of
Az 10 sach

45,000,000 75,000,000
Issuwed, subscribed and paid-up capital
Ordinary shares of s 10 each

Mumber of shares
2010 2009
Shares allotted:
1.255,950 1,255,900 for consideration
pald m cash
40,184, 753 31,898,304 a5 Banus shares

41,442,743 33,154,194

2000

(Rup=es in thousand)

G636
2,533 -
17,368 -
127 2632
20664 2632
(5200 i2,862)
18,558) 111.503)
(6] (177
(8,124} (14,242}
11,657 14423
2533 (5200
1,122 B30
11,089 4,668
1,880 4,647
12,579 14,315
o 15205
750,000 7500000
12,560 12,560
401 867 3R9E2
414427 331,547
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il 2009
Nurnber of shares
117 Reconciliation of number of ordinary shares outstanding
Al the beginning of the year 33,154,194 5,525,700
Issue of 1 bonus share for every 4 shares
{2008: 5 bonus shares for every 1 share) held B.2848,549 2T 528,404
At the end of the year A7 442,743 33,154,194
12, LONGTERM FINANCING
MCE Bank Limited - note 12,1 60,000 100,00
Less; Current maturity shown under current labilities {40,000 20,00
20,000 60,000

121 The facility |s secured by way of equitable mortgage ever land, bulldings, plant and machimery installed or to be installed
at factory buildings. Mark up is charged at the rate of three months KIBOR + 1,25% (2009; thres months KIBOR + 1,25%)
per annum, The koan is repayabde in egual quartery installments, updill October 13, 2001,

13, LIABILITIES AGAINST ASSETS SLIBJECT TO FINAMCE LEASE

Present value of minimum lease payrments 12,438 26210
Current maturity shown wnder current liabilities (10,238 [12,510)
2250 13,700
Minimurn leade payrhents
Haot later than 1 year 11,156 15716
Later than one year but not later than 5 years 2355 15,052
13,511 30,768
Future finance charges on finance lease (1013 (4,558)
Present value of finance lease liabilitles 12494 26210
Prasent value of finance lease liabilitias
Mot later than 1 year 10,234 12510
Later than ane year but not |ster than 5 years 2,260 13,7040
12,498 26,210

131 Finance leases are entered into with various modarabas for acquistion of motor wehicles and computer equipments,
The balance of llability ks payable by June 2012 in monthly instaliments.

Monthly lease payrments Indude fineance charge ranging from sle months KIBOR + 1.29% to sl months
KIBOR + 2.75% (2009 six months KIBOR + 1.25% to six months KIBOR + 2.75%) per annum which & used
a5 discounting factor,
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200 M09
{Rupees in thousand)
14, DEFERRED TAX

iDebit) / credit balance arising in respect of:

Accelerated tax depreciation / amortisation ar, 1M 78,282
Prowision for stock obsolescens (11,545 (14,893)
Prowision for doubtfiul trade debes (1,188} (1,195)
Prowision for retirement benefits obligations (3.257) (22400
Liabilities against assets subject to Ainance lease 1420 943
Others - {B9E)

72621 59,399

15 RETIREMIEMT BEMEFITS OBLMATIOMNS

151 The discloswres made in notes 152 1o 1510 are based on the information included in the actuarial valuation as af
June 30, 2010,

Pension Plan Pendgianers
Medical Plan
200 2009 2010 2009
(Rupeet in thousand)

15.2 Balance Sheet Reconciliation
Fairvalue of plan assets - - - -
Present value of defined

benefit obligations 20,045 16870 1,082 1,10

20,045 16,870 1,082 1,040
Unrecognised past service cost (10,089) (10.930h (260 {313}
Unrecognised actuarlal galnd (loss) 207) 54 166 59
Recognised liability 3,745 5,904 Qo8 Tas

153  Mowement in the net [kabillty
recogmised in the balance sheet
Cipening balance 5,504 - Fa6 -
Charge fior the year 3735 5,504 172 786
Payments during the year .

Closing balance 89,745 5,994 958 ]
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154 Cost
Current service oot a339 542 23 15

Interest cost 2,075 1313 126 85
Expected return on plan assets = - - -
Amortisation of vested portion

of past service Rability . 3,258 - 561
Armortisation of non-vested

portion of past service liability B41 41 23 24
Cost for the year 3,755 5,554 172 785

155 Movement in the present value

of defined benefit obligations

Cihligation as at July 1 16,E7D 15,069 1,040 G5a
Current service cost 839 542 23 15
Interest cost 2075 1,313 126 ]
Benelits paid - - - -
Actuarial loss! (gain) 261 i54) (107} (55
Obligation as at June 30 20,045 16870 1082 1,040

2010 2009
(Percent pes anmumm|

156  Principal actuarial assumptions

Expected rate of Increase in salaries 1275 1200
Expected rate of iIncrease in pension 6.75 &.00
Expected rate of Increase in medical benefits 6,75 6.00
Diiscount factor used 1275 12.00

157 The effects of a 1% movement in the sssurmed medical cost trend rate are as follows;

Increase Decrease

{Rupees in thousand)
Effect on the aggregate of intersst costs (25) ER |
Effect on the defined benefit obligations (151} 187

158 The actuary conducts separate valuations for calculating contribution rates and the company contributes to the pension
plan according to the actuary’s advice. Expense of the defined benefit plan |s cabculated by the actuary.

155 Expected charge for the year ending June 30, 2011 works out to be Rs, 4,44 million and Rs. 0.19 millon for Pension plan
and Pensioners' medical plan respectively.

1510 During the year the company contributed Rs 10,64 million (3009: Rs, £.55 million] to the provident fund
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200 J009
{Rupess in thousand)

16.  TRADE AMD OTHER PAYABLES

Creditors 210,763 144,363
Accrued llabilitles 255,647 259,609
Workers' Profits Participation Fund - note 9.1 - 520
Workers" Welfare Fund 6436 faz
Advances from customers 23173 20,017
Payable to provident fund 1,364 2,500
Security deposits from customers 4238 4,085
Tax deducted at source 2488 4,015
D to relsted parties - directons 76 L]
- pithers - note 161 243 152
Advances from employess againts sale of wvehicles 16,931 14,902
Uniclaimed dividend 752 TET
Other liabilities 5,752 1,685
530,063 A60,626

161 Duse to related parties - others
Associated Textile Consultants (Private) Limited 243 752
243 752

17, ACCRUED INTEREAT Jf MARK UP

- on short term borrowings 26,583 14,604
- ay |ewrucy b fimanding 1.736 3,160
28318 17,764

1B, SHOART TERM BORROWVINGS

Running finance under mark up arrangements 634,989 269,668
Murabaha loan 264,780 65,538
Export re-finance 240,000 149,330
Short term loans 50,000 -

1,189,765 485 536

181 The facilities available from various banks amounts to Rs 1.53 billion (2009 Bs 890 million). The arraments are secured
by way of pari-passu charge against hypothecation of company's stock in trade, mowabdes and trade debis.
The facilities expiring within one year are annual facilities subject to review at vanous dates during 20010 and 2011,

182 The fadilities for opening letters of credit amount As 216,15 million (200%: Rs 200 million) and for letter of guaranteas
arnount As 15 millkon (2009 fs 15 million) as at June 30, 2000 of which the amount remaining unatilised at year end was
Rs 163.85 million (200 As 173,58 million] and Rs 1,09 million [2009; Bs 5.19 million] respectivehy,

1E3 The rates of rark up range frorm one manth KIBOR + 035% to three months BIBOR + 266% per anmum
(2008 one month KIBOR + 1.00% to three months KIBOR + 2.41%),
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2010 2009
[Rupees in thouwsand]
18, [DUJETO THE GOVERMMENT
Sales lax 14,500 13,597
Special excisa duty 1,431 105
16:031 14,643

20, COMMITMENTS
Aggregate commitrments for capital expenditure a3 &t June 30, 2010 amount to Rs 1837 million (2009: As 4,14 millige).
Aggregate commitments In respact of ujrah payments for ljarah finandng of motor vehicles, plant and machinery and

computer equipments bearing a mark up ranging from three months KIBOR + 1,25% to six months KIBOR + 1.95% (200%
three months KIBOR 4 1.25% to sl momths KIBOR + 1.95%) per annum for rentals payable monthly as at June 30, 2010

amaoant to:
2010 2009
{Rupees in thousand]
Mot later than o year 13,8959 9153
Cwer one year to frve years 25,052 21,249
34,051 30402
1. SALES
Manufactured goods
Gross sabes
Local sales 5.395,503 4,519,132
Export sales 597 878 493 B44
5,993,381 5013076
Sales ta | {681,175) =62, 180)
Special excise duty {35,005) | {28.5931)
{M16,180) 1591,111)
527720 4,421,965
Less )
Déscount, rebates and allowances | &HU,-DE|4| 569,050
Sales retums 107,221 94,165
787,255 663,255
4,489,945 3,756,706
21.1 Export sales comprise of sale made in the following regions
UsA f Canada 190,715 129,676
Africa 13E,118 133,058
Middle East Asia 114,875 103,653
Others 154170 127 A5F

597,878 453 844

212 The company’s customer base is diverse with mo single customer accounting for mone than 10% of net revenues,
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2010 2000
{Fupess in thousands)

22, COST OF SALES

Raw material consumed 2190781 1,635,565
Paicking material conswmed 720,522 500,152
Salaries, wages and other benehits 242 Tan 203,586
Contribution to provident fund 3981 1574
Lepreclation / amaortisation 60,244 20,905
Ujrah payments 1543 539
Fuel and power 71.274 #2711
Ingurance 11473 2088
Laboratory, research and development 3495 565
Postage and commanications 1,631 1974
Printing and stationary 59 415
Rent, rates and Taxes 20133 14,818
Repairs and malntenance 52,165 47,915
Travelling 5582 ar e
Security changes 3327 2538
Others oog 2528

34209 002 2652 050
Opening work in process 235,844 23773
Llsing work in process (352, 756) |235,B44)
Cost of goods manufactured 3307180 2,645,979
Opening stock of Anished goods 171,551 154,102
Clesing stock afl fnished goods {315.491) (171,551}
Export rebate (41} (275)

3,163,152 2632,235




NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENIDED JUME 30, 2010

2000 2009
(Rupsees in thousands)

23. DISTRIBUTION COSTS

Salaries, wages and other benefits 183,930 160,015
Contribution to provident fumd 2863 2,084
Advertising and sales promation 428,205 JEA.165
Crepreciation  amdortisation 13,607 14811
Ujrah payments 561 2801
Fuel and power GED 1,154
Owtward freight and handling charges 182374 134,584
Farwarding changes 7,159 5517
Ingurance 2,635 1,870
Laboratory, research and deswelopment a1 269
Legal &nd professional charges 74 152
Postage and communications 6,825 7450
Printing and statlonery 4,731 3,190
Rent, rates and taxes 14,967 11,4E9
Repairs and maintenance 6,063 12344
Trawvelling 46,460 357N
Security charges 733 3BE
Others 2281 2,450

909,818 665 6B

24, ADMIMISTRATIVE EXPEMSES

Salaries, wages and other benefits - note 24,1 74,700 72526
Contribution to provident fund 3,800 2257
Depredation f amaortisation 20,044 17,716
Lijrak payiients 4,954 3641
Fuel and power 21458 1,937
Insurance 2477 2873
Labaratory, redearch and deselopment 34 22
Legal and professional charges 10,754 7,104
Postage and cormmunications 4,246 4,108
Frinting and stationery 1,626 2051
Rent, rates and taoes 2125 1,165
Repalrs and maintenance 13,037 15,080
Tlauflling 15903 16719
Security charges 226 256
Others 7659 2,345

164,303 145,802

24.1 Salarbes, wages and other benefits include Rs. 3.93 millkon (2009 As. 678 milllon] in respect of retirement benefit plans.




NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED JUNE 20, 2010

2000 009
(Rupees in thousand)
25, OTHER OPERATIMNG EXPENSES

Auditors’ remuneration - note 25.1 2314 2,308
Donations - note 25.2 3,000 Ja3
Workers' prolfits participation fund 8,558 11,903
Workers' welfare fund 3423 5454
17295 20,448
75,1 Auditors' remuneration

Budit fee 1,000 750

Limited review, special reports and
other certifications 265 750
Taxatlon services a00 &0
Out of pocket expenses 249 208
2314 2,308

25.2 Mone of the Directors of their spouses had any interest in the donees.

26. OTHER OPERATING IMOOME

Income from financial assets

Exchamge gain - net 7.892 5677
Return on kate payments by trade debtors B4 94
Return on term deposits . 463
Incame from ather than financial assets
Profit on disposal of property, plant and equipment 4,267 1611
Liabllitles mo longer payable written back 10,207 4,666
Insurance claim 24 3,593
Cthers . 189
£3.214 17.006

27, FIMAMCE COSTS

Mark up on long term Anance 10317 16,220
Mark up on renning finance under

mark up arrangemeants 54,135 46,782
Mark up on export re-finance 16,285 9,545
Mark up on money market koan 6,245 -
Mark up on foreign currency impart finance - 2447
Mark up on finance lease 2,785 5015
Interest on Workers' Profits Farticipation Fund 48 i7?
Bank charges 0,541 6,655

95364 B6, 841




NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2010
2000 2009
{Rupees in thousand)
28 TAMATIOM
Current 448,000 82,000
Defermed 12,622 {10,759
60,622 71,241
Prior y2ars 12,000 1 CLO00
F2622 341,241
281 Recondillation between tax expense and accounting profit:
Profit before taxation 159,181 220,702
Tax at applicable rate of 35% 55,713 77,290
Tax effect of permanent differences 372 3se
Tax effect of fmal tax regime 532 6,216
Others 4005 (138)
Prowisian for prior year 12,000 10,000
T2622 81,241
9. EARMINGS PER SHARE
Profit after taxathon attributable to
erdinary shareholders 85,550 139,461
Welghted average nurnber of shares
in it during the yieas {in thowsand) 41,443 41,443
Earnings per share - {Rupees) 2.09 337

For the purpose of calculating earnings per share, number of shares cutstanding as at June 30, 2009 have been Increased
to reflect the bonus shares issued during the year.

A diluted eamings per share has not been presented as the company did mot have any convertible Instruments In |ssue
a5 at June 30, 2010 and 2009 which would have any effect on the earnings per share if the option to comaert is exercised,




NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2010

2010 2009
(Rupees in thousand)
0. CASH (USED IN} /S GENERATED FROM OPERATIONS

Profit befone taxation 155,181 220,702
Adjustments for non-cash charges and ather iterms
Depreciation 75,303 74,064
Armortisation 17,592 G428
Profit on disposal of property, plant and equiprment (4 267) (1,811)
Stock written off 23482 43,382
Finance costs 99,364 85,841
Retirerment benefits expenie 3,927 6,780
216400 218,885
Profit before working capltal changes 375,582 439,587
EFFECT OM CASH FLOWS DLUE TO'WORKING
CAPITAL CHARMGES
Decrease / (increasel in CUMmant assets
Stores, spare parts and loose toals 72 2,067
Stock In trade {678,737) {135,100
Trade debts 21,506 (15465}
Advanoes (14.823) [10L074)
Trade deposits and prepayrments 3.458) 4,337)
Other receivablbes (VEOEZY i1.433)
[EETE ] (164,337
Imcrease [ (decrease) in cusrant lizbilities
Trade and other payables 59,452 1,266
Cwue to the govermment 1,388 4,194
JE40 05 464
(247 050} 370,74
31. CASH AMD CASH EQUIVALENTS
Cash and bank balances 14,101 15,005
Shiort term borrawings (1,189,764 {485.,538)

(1.175,668) [470,331)




NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2010
32 REMUNERATION OF DIRECTORS, CHIEF EXECUTIVE AND EXECUTIVES

321 The aggregate amounts charged in these financial statements in respect of remuneration including all benefits to chief
executive, directors and executives of the company ane as follows:

Chlef Executive Directors Executives
2010 2009 2010 2009 2010 2000
(Rupees in thousand)]

Manageral
FEmuneration
and allowances 5.305 4,484 3,484 3,484 46,415 35,960
Utiltles 530 444 3B 348 4556 3,596
Bonus £ variable pay SER 2,542 4315 435 5,692 9,367
Housing 2347 2018 15648 1,548 20,735 16,182
Retirerment beneafits 3793 2,769 &h5 4303 4784 3,401
QOther expenied 957 9z 1,110 753 21,349 15,965

13,560 13,202 1610 10,80 103,615 84471
Mumber of persons 1 1 z 2z 43 36

322 Feeto non-executive directons paid during the year amounted to Rs 16,000 (2009: Rs 17,000,

323 The Chief Executive, executive directors and certaln executives of the compamy are also provided with company
raintained cart and redidential telephones,

33.  RELATED PARTY DISCLOSURES

A.  Related parties with whom the company had transactions

il Associated Companies /
Undertakings: Associated Textlle Consultants (Private) Limdted
Precision Rubber Products (Private) Limited
Premier Agency

Premier Distributor

iiil Defined Contribution
Plan; Mational Foods Limited Provident Fund




NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED JUNE 30, 2010
B. Dischosure of transacticns between the company and related parties

2010 bl
Relaticmship with the Marture of transaction [Rupees in thowsand]
Company
Associated Compandes /
Undertakings: Sale of goods 664,279 G647 586
Compensation for use of
trademark f marketing expense - 1,596
Reciprocal arrangements for
sharing of services 2,541 2400
Purchase of goods 19,228 -
Staff retirement fund: Expensa charged for
defined comtribution plan 10,643 B.E1S
Payments to retiremant
contribution plan 32486 17,000
Key management parsonnel compensation:
Salaries and other short-tesm employes benefits TE010 70,245
Post-employment benefits 7403 2,561

The related party status of outstanding balances as at June 30, 2010 s incleded n trade debts, other receivables and trade
and other payables respectively. These outstanding balances are unsecured and are settled In the ordinary course of

BUSiReLE,
J010 2009
4, PLANT CAPACITY AND PRODLUCTION Actual production
Metric Tons

Spices T A89 6,108
Fickles 6327 5,525
Faciog 6 82562 6107
Galt 19,040 20,053

34.1 The capacity and production of the company's plants are indeterminable a5 these are multk-product and Involee varylng
processes of manufactune,




NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED JUNE 30, 2010

35. FINARCIAL BSTRUMIEMTS AND RELATED DeSCLOSURES

35.1 Financlal risk factars
The company’s activities expase It to varmety of financlal rsks ramely credit sk liguidity risk and market risk (incuding foreign exchange rsk and
interest rate risk], The company's overall risk management programme foouses on having cost effective funding as well a5 manage firancial risk o
miinimise samings volatility and provide macdmum retum to sharehodders.

35.2 Finamcial assets and liabdities by category and their respeciive malurities

Interest / Mark wup beaging Blon-interest / Mon-mark up bearing
Maturity MEturity Maburity MlEturity
o arse year  after ore year Sub-sotal up e oneyear  afterone year Sulb-tatal Total
{Rupsses in thowsand]

FINAMOAL ASSETS
Trade dedis - - - 253,050 - 153,050 253,050
D:puslts = - - 4,105 4,509 Gal4 o4
Other receivables - - - 20,564 - piel.no 20,664
Cash ard bank balances - - - 14,141 - 14,101 14,1010
hanig 30, 2010 . - - T2 520 A 500 257,004 257 005
June 30, 2009 - - - FEIRET! TiET po LY 255 ILF
FINAMOIAL LIABILITIES
Ling tenm nancing ALL000 0,000 &0,000 - - - 0,000
Liabdities against assets

sulbject to finance lease 10,2598 L 12458 - - - 13458
Trade and ather payables - - - AT 6T - 477671 477 6T
#cerued inkenest f mark up - - - 28,319 - |9 =39
Shart term borrowings i, 188,759 - 1,189,763 - - - 1,189,765
June 30, 200 1,280,007 22280 1,282,287 205 990 - 205 290 1,760,257
June 30, 2005 538,046 73,700 611,746 430,034 - 435034 1,080,770
OFF BALAMCE SHEET ITEMS
Listers of ¢redit __ B3A03
Jung 30, 2008 25,413
Lipthers nlgwﬂnlﬂ'. 13,901
June 30, 2009 o A

All the financial instrumaents of the Company ane deslgnated a5 koans and receivables and hence measuned at amortised cost,

The effecties interest # mark up rates for the monetary finandal assets and liabiities are mentioned in respective notes fo the financial statements.




NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED JUNE 30, 2010
0 Credit Rk

Cradlt risk represents the accounting loss that would be recognised at the reparting date If counterparts fadled to perform as condracted. The masimum
exposurne to credit risk is equal to the canying amourt of firendal assets. Jut of the total financial assets of R 297 03 million (20049 As 25536 million) the
fnamclal assets exposed to the credit ik amount 10 29591 milllon (2005 Az 25847 milllon).

For trade debis, intemal risk assessment process detemmnines the credit quality of the customers, taldng Into account thelr fnanclal positions, past
experiences and other factors. Individual risk limits are set based on imernal or extemnal credit worthiness ratings in accordance with Bmits s=t by the
maragement. As of Jume 30, 2010 irade debes of Rs 13347 milion (200%: Rs 129,50 malion) were past dee but not impaired. The carmying amount of trade
dabis relates o number of individual customrsers for whom thene |s no recent history of default.

The kank balances represent bow credit sk as they ame placed with banks having geod credit ratings assigreed by credit rating agencies.
The aither fnamnclal asses are nejther material oo the inancial Seements nor exposed 1o any signifcant credin rsk.
The management does not expect arry losses from non-pesfiormance by these counterparties.

W Ligukiiny rigk
Liquidity risk reflects the Compamy's inability in raising funds to mest commitments. The Company manages liquidity risk by maintaining sufficent cash
and bank balances ard the avalability of financing through banking arrangemenis. Management monitons rolling forecasts of the Compary’s liguidity
resene which comprises of undrasn bareswing facility and cash and cash equivalents on the basis of expected cash flows
Mlarket Ridks.

al  Fomign exchangs risk

Foreign exchange risk arises mainly where receivables and payabiles exist in foreign currency, As at bune 30, 2010, finencial gssets of As 150,99 million
(2009 As 18273 milon) were in forelgn cumency which wene exposed to foreign cummency sk,

As gt June 30, 3010, if the Pak Rupee had weakensd / strengibensd by T4 sgainst US Dollar with all other variables held constant, proft before tax
far the year would have Deen  bower / higher by As 1043 million (200% Rs 1233 milion), mainly &5 a result of foreign exchange losses £ gaims on
transition of US Dolas denominaded trade delbs,

The sensflivity of forelgn exchange rate looks a1 the cutstanding forsign exchange balances of the Company only as at the balance sheet date and
assumes this |5 the position for a full tesbse-month period, The volatility percentages for mosement in foreign exchange rates have been used due to the
fact that historically (five years) rates hase moved on awerage basis by the mentioned percentages per annum.

By IFyienesy rate risk

The Company's inberest rate risk arises from borrowings as the Company has no significant interest-bearing assets. Borrowings ixsued at variable rabes
epnse the Comparmy o cash ficrw irtenest rate sk

Ak June 30, 2010, the Company had variable imterest bearing fnancial Babilities of As 1.25 billien (2009 Rs 81175 million). and had the Intemest ate
varied by 100 basis points (20068 200 besis points) with all the other variables held constant, profit before tax for the year would have been lower |
g et vy Appnasdimmately RS 12.56 millicn {2005 R 12 million), mainly &5 & result of higher £ kwer imberest expanse on Roating rale Bonmeen gs.

The sensitivity of 100 basis points (0059 200 basis poirts] mavement in inberest rates has been used a3 historicaly (free years) losting intenest rates have
mieved by an average of 100 basis points (2009 200 basls points) per anmurm,




NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED JUNE 30, 2010
353 Capital Risk Management

a54

.

38,

The Company's abjectives when managing capltal are to safeguard the Company's ability to continues az a going concern in order to pravide retums for
shaneholders and Banelin Tor other stake holders and 10 mainiain an optimal capital serocmune oo reduce the cost ol cagital

During 3014 the Company's strategy was o maintain leveraged gearing. The geaning ratio as at June 30, 2010 was a5 follows:

2010 J009

{Rupees in thousand)

Todal Boerowlngs: 1,290,586 E19.510

Cash and Bank (14,101} {15,205}

Nt debt 1376485 614,305

Todal Equity 741,545 55,350

Todal capital Z0EA30 125960
Geadng ratio 13 LLE

The comgany finances its cperations through equitg borowings and managemsent of wosking capital with a view to malntaining an appropriate mix
between various sources of finance bo minimise risk. The gearing ratio of the company has inoreased due o higher working cpital requirements.

Fair walues of fnancial assets and labilivies

The camying values of all firandal assets and Babilites reflected in the financial satements approadmate thedr Tair values

Evants Ocourning After Balancas Sheat Date - Proposed Dividend

The Board of Directars im its meeting held on September 17, 2000 propesed a cash dividend for the year ended Jure 30, 2000 of Rs 1.20 per share
amounting to Rs 40,73 million (2009: 1 borws shane far ewery 4 shanes held amounting to Rs BLES million) subject to the approval of the company in the

annual generl meeting.

These Financials Statemments 4o ot reflect the proposed dividend as paya ble, wiich will be acoounad for in the statement of changes In equity as an
apprapriation from the nappropriated profit in the year ending June 30, 2011.

CORAESFONDENG FEIURES

The prior year's figures hase been reclassified for the purpose of better presentation and comparison. However, no material reclassifications have been
made in these financial statements

DWTE OF AUTHORISATICN

These fnancial satemsents were autborised for issue on Septemiber 17, 3010 by the Boerd of Direciors of the oompany.




" FORM OF PROXY

Fo 39TH ANNUAL GENERAL MEETING 3
i af
being & rroemiber of

Mational Foods Limited holding anrdinary shares as per Aegistered

Failio: Mot ODC AN Moo [for members wiho have shares in C0E)

hareby appoint Mr i Miss af

(full add ress) or falling ham/her

MEMrs Mitss iif
v bl address)

" L
=

LY
% [being merrber of the Company) as my'our Prody to attend, set and wate for mesfus and behall at the 39th Annual General Meeting
of the Company ta be held cn Octaber 15, 2000 andfor any adjosmment there of.

As witness myn‘our hand seal this day of 2010,
Signed by in the
presance of (i)
Signature on
Ax5i-
[1K] Revenus Stamp

. (Signatune s agree with the specmen :
signatune raghseed with the cormpany

Impartant:

1. Thils fanm af praxy, duly compbeted and signed, must be deposited st the office of the Compary's Shares Registrar, not later than
48 hours before the meeting.

4. This fonm should be signed by the Member or by hisfher attocmey duly authorized in writing, i the member |5 a Corporation,
its comman seal shaild be afixed o the instrimenl

3. A Member entitled to attend and verte at the meeting may appoint any other Member a3 hissher proxy to attend and vote on
hig'her behalf gucept that a corporation may appaint a person who is a Member.

For O0C Account Holders/iCorporate Entitles:

In additicn to the abave following nequirements have to be met:

. Thie Proocy foem shiall b witness by two pemsons whiose names, addness and CHIC Mumbens Shall be mantioned on the fonm.
il. Attested copies of CNIC or Passport of the banaficial ewners and the proxy shall be furnished with the proxy form

iii, The proxy shall prodisce his/her ariginal CHIC or original Passport at the time of the mesting.

iv. Imcase of corporate entity, the Board of Directors’ resalution/power of attormey with specimen signatune shall be submited

funless it has been provided easlier) alongwith proogy form,

_______________________________________________________________________________
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