






























































% % % % % %
INCOME STATEMENT

Sales 22.96 19.45 22.76 28.06 29.38 20.47
Cost of Sales 24.79 20.17 26.78 31.98 23.28 12.32
Gross Profit 18.61 17.75 14.30 20.54 43.01 43.72
Administrative Expenses 9.76 9.33 15.38 42.86 24.66 43.14
Distribution Costs (2.64) 36.64 16.84 10.89 40.82 26.74
Other Operating Expenses 94.12 (15.00) 11.11 (5.26) 111.11 200.00
Financial Costs 27.27 13.79 55.36 69.70 32.00 56.25
Other Operating Income (47.83) 35.29 (22.73) (26.67) 328.57 40.00
Profit before Tax 125.63 (27.60) (5.56) 22.51 78.50 137.78
Taxation 79.45 (9.88) 5.19 24.19 72.22 200.00
Profit after Taxation 164.37 (37.86) (10.83) 21.71 81.69 115.15

BALANCE SHEET

Issued, subscribed and paid up capital 0.00 25.08 501.82 27.91 0.00 0.00
Unappropriated Profit 54.88 1.23 (29.72) 41.85 59.31 45.71
Share Capital and Reserves 24.26 13.28 26.94 40.22 48.99 34.97
Long Term Obligations 139.62 (24.29) (28.93) 1.55 (5.83) 128.89
Total Long-term Liabilities and
  shareholder equities 38.68 6.67 11.50 26.87 24.06 65.93

Fixed Assets & CWIP (4.51) 26.15 1.88 28.63 34.05 60.87
Other Non current assets (20.00) 0.00 25.00 33.33 50.00 0.00
Current Assets 11.79 56.69 6.79 60.14 15.77 25.21
Total Assets 6.73 45.72 5.04 46.93 22.83 36.72
Less: Current Liabilites & Provisions (8.11) 75.58 0.58 64.91 21.75 18.39
Net Assets 38.68 6.67 11.50 26.87 24.06 65.93

200620072008200920102011

VERTICAL ANALYSIS

% % % % % %
INCOME STATEMENT

Sales 100.00 100.00 100.00 100.00 100.00 100.00
Cost of Sales 71.49 70.45 70.02 67.80 65.79 69.05
Gross Profit 28.51 29.55 29.98 32.20 34.21 30.95
Administrative Expenses 3.26 3.65 3.99 4.25 3.81 3.95
Distribution Costs 16.05 20.27 17.72 18.61 21.50 19.75
Other Operating Expenses 0.60 0.38 0.53 0.59 0.79 0.49
Financial Costs 2.28 2.20 2.31 1.83 1.38 1.35
Other Operating Income 0.22 0.51 0.45 0.72 1.26 0.38
Profit before Tax 6.54 3.56 5.88 7.64 7.99 5.79
Taxation 2.37 1.63 2.15 2.51 2.59 1.95
Profit after Taxation 4.17 1.93 3.72 5.13 5.40 3.84

BALANCE SHEET

Issued, subscribed and paid up capital 35.20 48.82 41.64 7.71 7.65 9.50
Unappropriated Profit 43.20 38.68 40.75 64.66 57.83 45.03
Share Capital and Reserves 78.40 87.50 82.39 72.37 65.48 54.53
Long Term Obligations 21.60 12.50 17.61 27.63 34.52 45.47
Total Long-term Liabilities and
  shareholder equities 100.00 100.00 100.00 100.00 100.00 100.00

Fixed Assets & CWIP 66.58 96.70 81.76 89.48 88.26 81.68
Other Non current assets 0.34 0.59 0.63 0.56 0.53 0.44
Current Assets 175.77 218.04 148.43 154.98 122.78 131.57
Total Assets 242.69 315.33 230.82 245.02 211.57 213.69
Less: Current Liabilites & Provisions 142.69 215.33 130.82 145.02 111.57 113.69
Net Assets 100.00 100.00 100.00 100.00 100.00 100.00

200620072008200920102011
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SUMMARY OF FIVE YEAR CASH FLOWS

Cash flows from/ (used in) operating activities 423 (391) 202 (96) 101 179 
Cash flows used in investing activities (55) (259) (94) (171) (141) (150)
Cash flows (used in)/ from financing activities 94 (55) (56) (63) (40) 123 
Net increase / (decrease) in cash and cash
equivalents 462 (705) 52 (330) (80) 152 
Cash and cash equivalents at the beginning
of the year (1,176) (471) (523) (193) (113) (265)
Cash and cash equivalents at the end
of the year (714) (1,176) (471) (523) (193) (113)

200620072008200920102011
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STATEMENT OF VALUE ADDITION AND ITS DISTRIBUTION

2010 %

(Rupees in Thousand)

%2011

13.04%

51.79%

8.18%

0.12%

26.88%

To government To employees To society

To providers of
capital

To company

2011

11.42%
6.11%

50.19%

32.09%

0.19%

To government To employees To society

To providers of
capital

To company

2010

WEALTH GENERATED

Total revenue inclucive of Sales Tax
  and other income  6,485,738  5,229,340 
Brought in materials and services  4,339,966  3,633,726 

 2,145,772 100.00  1,595,614 100.00

WEALTH DISTRIBUTION

To government
Income tax, sales tax, excise duty
  and WWF & WPPF  1,111,278 51.79  800,783 50.19

To employees
Salaries, benefits and other costs  576,715 26.88  512,013 32.09

To society
Donations towards educations and welfare  2,528 0.12  3,000 0.19

To providers of capital
Interest/ mark up on borrowed funds 125,696 5.86  99,364 6.23
Dividend to shareholders  49,731 2.32  82,885 5.19

To Company
Depreciation, amortisation & retained profits  279,824 13.04  97,569 6.11

 2,145,772 100.00  1,595,614 100.00

(Rupees in Thousand)
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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 directors.

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 DFI or an NBFI or, being a member of a stock exchange, has been declared
as a defaulter by that stock exchange.

4. No casual vacancy occurred in the Board during the year.

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. A complete record of particulars of significant policies along with the dates on which they were approved
or amended has been maintained.

7. All the powers of the Board have been duly exercised and decisions on material transactions, including appointment
and determination of remuneration and terms and conditions of employment of the CEO and other executive
directors, have been taken by the Board.

8. The meetings of the Board were presided over by the Chairman and the Board met at least once in every quarter.
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 appropriately recorded and circulated.

9. All the directors on the Board are fully conversant with their duties and responsibilities as directors of corporate bodies.
 The Board had previously arranged an orientation course of the Code of Corporate Governance for its directors to
apprise them of their role and responsibilities. Further, the Booklet on Code of Corporate Governance as published by the
Securities and Exchange Commission of Pakistan have been circulated amongst the directors on the Board.

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

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

12. The financial statements of the Company were duly endorsed by CEO and CFO before approval of the Board.

13. The directors, CEO 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 two (02) are non-executive
directors.

For the Year Ended June 30, 2011

STATEMENT OF COMPLIANCE
WITH THE CODE OF CORPORATE GOVERNANCE

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 Ernst & Young Ford Rhodes Sidat Hyder & Co. Chartered
Accountants, who are considered suitably qualified and experienced for the purpose and are conversant with the
policies and procedure of the Company and they are involved in the internal audit function on a full time basis.

18. The statutory auditors 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 minor children do not hold shares of the Company and that the firm and
all its partners are in compliance with International Federation of Accountants (IFAC) guidelines on code of ethics
as adopted by Institute of Chartered Accountants of Pakistan.

19. The statutory auditors or the persons associated with them have not been appointed to provide other services
except in accordance with the listing regulations and the auditors 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 prevail in the arm's length transactions only if such terms can be
substantiated.

21. We confirm that all other material principles contained in the Code have been complied with.

Karachi Abrar Hasan

Dated: September 16, 2011 Chief Executive

STATEMENT OF COMPLIANCE
WITH THE CODE OF CORPORATE GOVERNANCE
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We have reviewed the Statement of Compliance with the best practices contained in the Code of Corporate Governance
prepared by the Board of Directors of National Foods Limited to comply with the Listing Regulation No. 35 of the
Karachi, Lahore and Islamabad Stock Exchanges where the company is listed.

The responsibility for compliance with the Code of Corporate Governance is that of the Board of Directors of the
company. Our 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 not. A review is limited primarily to inquiries of the company personnel and review
of various documents prepared by the company to comply with the Code.

As part of our audit of financial statements we are required to obtain an understanding of the accounting and internal
control systems sufficient to plan the audit and develop an effective audit approach. We have not carried out any special
review of the internal 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 Islamabad 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 prevail 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 transactions are also required to be separately placed before the audit committee. We are only required and have
ensured compliance of requirement to the extent of approval of related party transactions by the Board of Directors
and placement of such transactions before the audit committee. We have 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, 2011.

A. F. Ferguson & Co.
Chartered Accountants
Karachi

Dated: September 23, 2011

Name of the Engagement Partner: Syed Fahim ul Hasan

ON STATEMENT OF COMPLIANCE WITH BEST PRACTICES OF CODE OF CORPORATE GOVERNANCE

REVIEW REPORT  TO THE MEMBERS AUDITORS’ REPORT TO THE MEMBERS

We have audited the annexed balance sheet of National Foods Limited as at June 30, 2011 and the related profit and
loss account, cash flow statement and statement of changes in equity together with the notes forming part thereof,
for the year then ended and we state that we have obtained all the information and explanations which, to the best
of our knowledge and belief, were necessary for the purposes of our audit.

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 responsibility is to 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 standards require
that we plan and perform the audit to obtain reasonable assurance about whether the above said statements are free
of any material misstatement.  An audit includes examining on a test basis, evidence supporting the amounts and
disclosures in the above said statements.  An audit also includes assessing the accounting policies and significant
estimates made by management, as well as, evaluating the overall 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 opinion, proper books of accounts have been kept by the company  as required by the Companies
Ordinance, 1984;

(b) in our opinion:

(i) 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 accounts and are
further in accordance with accounting policies consistently applied;

(ii) the expenditure incurred during the year was for the purpose of the company's business; and

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

(c) in our opinion and to the best of our information and according to the explanations  given to us, the balance
sheet, profit and loss account, cash flow statement 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 affairs as at June 30, 2011 and of the profit, its cash flows and changes
in equity for the year then ended; and

(d) in our opinion Zakat deductible at source under  the  Zakat and Ushr Ordinance, 1980 (XVIII of 1980),
was deducted by the company and deposited in the Central Zakat Fund established under section 7 of that
Ordinance.

A. F. Ferguson & Co.
Chartered Accountants
Karachi

Dated: September 23, 2011

Name of the Engagement Partner: Syed Fahim ul Hasan

6968



FINANCIAL STATEMENT 2011



(Rupees in thousand)

2011 2010Note

ASSETS

NON-CURRENT ASSETS
Property, plant and equipment 3 774,356 794,771
Intangibles 4 8,958 25,688
Long term deposits 4,380 4,509

787,694 824,968
CURRENT ASSETS

Stores, spare parts and loose tools 5,213 5,360
Stock in trade 5 1,732,410 1,502,232
Trade debts 6 287,742 253,050
Advances 7 13,702 43,867
Trade deposits and prepayments 8 13,117 10,118
Other receivables 9 638 20,664
Cash and bank balances 10 14,225 14,101

2,067,047 1,849,392
2,854,741 2,674,360

SHARE CAPITAL AND RESERVES
Issued, subscribed and paid-up capital 11 414,427 414,427
Unappropriated profit 508,384 327,518

922,811 741,945
NON-CURRENT LIABILITIES

Long term financing 12 169,750 20,000
Liabilities against assets subject to finance lease 13 -    2,260
Deferred tax 14 79,275 72,621
Retirement benefits obligations 15 4,627 10,707

253,652 105,588
CURRENT LIABILITIES

Trade and other payables 16 816,029 530,063
Accrued interest / mark up 17 25,717 28,319
Short term borrowings 18 727,940 1,189,769
Current maturity of:
Long term financing 12 44,250 40,000
Liabilities against assets subject to finance lease 13 2,343 10,238
Taxation - Provision less payments 48,301 12,407
Due to the government 19 13,698 16,031

1,678,278 1,826,827
COMMITMENTS 20

2,854,741 2,674,360

The annexed notes 1 to 37 form an integral part of these financial statements.

Chief Executive Director

AS AT JUNE 30, 2011

BALANCE SHEET PROFIT AND LOSS ACCOUNT

(Rupees in thousand)

2011 2010Note

Sales 21 5,520,780 4,489,946

Cost of sales 22 (3,946,799 ) (3,163,199 )

Gross profit 1,573,981 1,326,747

Distribution costs 23 (886,106 ) (909,818 )

Administrative expenses 24 (179,724 ) (164,303 )

Other operating expenses 25 (32,767 ) (17,295 )

Other operating income 26 12,063 23,214

Operating profit 487,447 258,545

Finance costs 27 (125,696 ) (99,364 )

Profit before taxation 361,751 159,181

Taxation 28 (131,154 ) (72,622 )

Profit after taxation 230,597 86,559

Other comprehensive income -    -    

Total comprehensive income 230,597 86,559

Earnings per share 29 Rs 5.56 Rs 2.09

The annexed notes 1 to 37 form an integral part of these financial statements.

Chief Executive Director

FOR THE YEAR ENDED JUNE 30, 2011
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Issued,
subscribed

and paid-up
capital

Unappropriated
profit

Total

(Rupees in thousand)

FOR THE YEAR ENDED JUNE 30, 2011

CASH FLOW STATEMENT STATEMENT OF CHANGES IN EQUITY

(Rupees in thousand)

2011 2010Note

CASH FLOWS FROM OPERATING ACTIVITIES

Cash generated from / (used in) operations 30 650,075 (247,050 )

Finance cost paid (128,298 ) (88,809 )

Income tax paid (88,606 ) (55,990 )

Retirement benefits obligations paid (10,707 ) -    

Net decrease in long term deposits 129 654 

Net cash generated from / (used in) operating activities 422,593 (391,195 )

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment (63,625 ) (265,840 )

Sale proceeds on disposal of property, plant and equipment 8,868 14,171 

Purchase of intangible assets (250 ) (7,612 )

Net cash used in investing activities (55,007 ) (259,281 )

CASH FLOWS FROM FINANCING ACTIVITIES

Increase / (decrease) in long term financing - net 154,000 (40,000 )

Decrease in liabilities against assets subject to finance lease - net (10,155 ) (14,846 )

Dividend paid (49,478 ) (15 )

Net cash generated from / (used in) financing activities 94,367 (54,861 )

Net increase / (decrease) in cash and cash equivalents 461,953 (705,337 )

Cash and cash equivalents at the beginning of the year (1,175,668 ) (470,331 )

Cash and cash equivalents at the end of the year 31 (713,715 ) (1,175,668 )

The annexed notes 1 to 37 form an integral part of these financial statements.

Chief Executive Director

FOR THE YEAR ENDED JUNE 30, 2011

Balance as at June 30, 2009 331,542 323,844 655,386

Issue of 1 bonus share for every 4
shares held 82,885 (82,885) -    

Profit for the year ended June 30, 2010 -    86,559 86,559

Balance as at June 30, 2010 414,427 327,518 741,945

Profit for the year ended June 30, 2011 -    230,597 230,597

Final dividend for the year ended
June 30, 2010 @ Rs 1.20 per share -    (49,731) (49,731)

Balance as at June 30, 2011 414,427 508,384 922,811

The annexed notes 1 to 37 form an integral part of these financial statements.

Chief Executive Director
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1. THE COMPANY AND ITS OPERATIONS

The company was incorporated 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 held on March 30, 1988. The company
is principally engaged in the manufacture and sale of spices, pickles, ketchup, jams, jellies, sauces, cooking pastes,
rice, salt, juices, and ready-to-eat meals.  It is listed on Karachi, Lahore and Islamabad Stock Exchanges. The
registered office of the company is situated at 12 / CL - 6, Claremont Road, Civil Lines, Karachi.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

2.1 Basis of preparation

2.1.1 Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as applicable
in Pakistan. Approved accounting standards comprise of such International Financial Reporting Standards (IFRS)
issued by the International Accounting Standards Board as are notified under the Companies Ordinance, 1984,
provisions of and directives issued under the Companies Ordinance, 1984. In case requirements differ, the
provisions or directives of the Companies Ordinance, 1984 shall prevail.

2.1.2 Critical accounting estimates and judgements

The preparation of financial statements in conformity with the above requirements requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in the process of applying
the company's accounting policies. The matters involving a higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to the financial 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,
including expectations of future events that are believed to be reasonable under the circumstances.

There have been no critical judgements made by the company's management in applying the accounting policies
that would have significant effect on the amounts recognised in the financial statements.

2.1.3 Changes in accounting standards, interpretations and pronouncements

(a) Standards, interpretations and amendments to published approved accounting standards effective in
current year but not relevant

Certain standards, amendments and new interpretations to existing approved accounting standards are applicable
from the current year. However, as these did not affect the financial statements, these have not been detailed
here.

(b) Standards, interpretations and amendments to published approved accounting standards that are not
yet effective but relevant

IAS 19 (Amendment) 'Employee Benefits' is effective for the periods beginning on or after January 1, 2013. This
ammendment requires an entity to recognise actuarial gains and losses (renamed as remeasurements) immediately
in other comprehensive income. Actuarial gains and losses will no longer be deferred using the corridor approach
or recognised in profit or loss. Past service costs will be recognised in the period of a plan ammendment and
will no longer be spread over a future-service period. A curtailment now occurs only when an entity significantly
reduces the number of employees. Curtailment gains / losses are accounted for as past-service cost. Further,

FOR THE YEAR ENDED JUNE 30, 2011

presentation and disclosure requirements have also changed. Due to these ammendments there will be a change
in company's accounting policy regarding retirement benefits and will also change disclosure requirements.

(C) Standards, interpretations and amendments to published approved accounting standards that are not
yet effective and are not relevant

Other standards, amendments and new interpretations to existing approved accounting standards have been
published that are mandatory for future years. However, these are not expected to affect materially the financial
statements of the company for the accounting periods beginning on the dates prescribed therein.

2.2 Overall valuation policy 

These financial statements have been prepared under the historical cost convention except as disclosed in the
accounting policies below:

2.3 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 applying the straight-line method over
the estimated useful lives of related assets. Depreciation on additions is charged from the month in which the
assets are put 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 retirement of property, plant and equipment is included in income currently.

2.4 Intangibles - computer software

These are stated at cost less accumulated amortisation and impairment, if any. Generally, costs associated with
developing or maintaining computer software programmes are recognised as an expense as incurred. However,
costs that are directly associated with identifiable software and have probable economic benefit exceeding one
year, are recognised as intangible assets. Direct costs include the purchase cost of software and related overhead
cost.

Amortisation charge is based on the straight-line method whereby the cost of an intangible is written off over
its estimated useful life of three years.

2.5 Taxation

i) Current

Charge for current taxation is based on taxable income at the current rates of  taxation  after taking into 
account tax credits and rebates available, if any, and taxes paid under the final tax regime.

ii) Deferred
 

Deferred tax is accounted for using the balance sheet liability method on all temporary differences arising
between tax base of assets and liabilities and their carrying amounts in the financial statements. Deferred
tax liability is generally recognised for all taxable temporary differences and deferred tax asset is 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 utilised. Deferred tax is charged or credited
in the profit and loss account.

NOTES TO THE FINANCIAL STATEMENT NOTES TO THE FINANCIAL STATEMENT

FOR THE YEAR ENDED JUNE 30, 2011
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2.6 Employee retirement benefits

Defined benefit plans
The company operates a funded pension scheme and post retirement medical benefit for chief executive and
executive directors. The charge is based on actuarial valuation using Projected Unit Credit method. Cumulative
net unrecognised actuarial gains and losses at the beginning of the year which exceed 10% of the present value
of the obligations are amortised over the average remaining working life of the employees. The latest actuarial
valuation of the defined benefit plans was conducted at June 30, 2011.

Defined contribution plan

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

2.7 Stores, spare parts and loose tools

These are valued at weighted average cost less provision for slow moving and obsolete stores, spare parts and
loose tools, if any. Items in transit are valued at cost comprising invoice value plus other charges incurred thereon.

2.8 Stock in trade

All stocks are stated at the lower of cost and estimated net realisable value. Cost is determined by weighted
average method except for those in transit where it represents invoice value and other charges incurred thereon.
Cost of work in process and finished goods includes direct cost of materials, direct cost of labour and production
overheads. Net realisable value signifies the estimated selling price in the ordinary course of business less cost
necessarily to be incurred in order to make the sale. 

2.9 Trade and other debts

Trade and other debts are recognised at fair value of consideration receivable. Debts considered irrecoverable
are written off and provision is made against those considered doubtful of recovery.

2.10 Cash and cash equivalents 

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

2.11 Impairment losses

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

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

2.12 Finance leases

Leases that transfer substantially all the risks and rewards incidental to ownership of assets are classified as
finance leases. Finance leases are capitalised at the inception of the lease term at the lower of fair value of the
leased assets and the present value of minimum lease payments. The outstanding obligation under the lease
less finance charges allocated to future periods is shown as a liability. Finance charges are allocated to accounting
periods in a manner so as to provide a constant periodic rate of charge on the outstanding liability.

2.13 Ijarah

In ijarah transactions significant portion of the risks and rewards of ownership are retained by the lessor. Islamic
Financial Accounting Standard 2 – 'Ijarah' requires the recognition of ‘ujrah payments’ (lease rentals) against
ijarah financing as an expense in the profit and loss account on a straight-line basis over the ijarah term.

2.14 Trade and other payables

Trade and other payables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest rate method.

2.15 Borrowing costs

Borrowings are recognised initially at fair value, net of transaction costs incurred and are subsequently measured
at amortised cost using 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
asset, if any, are capitalised as part of the cost of that asset.

2.16 Provisions

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

2.17 Financial instruments

Financial instruments includes deposits, trade and other debts, cash and bank balances, long term finance,
liabilities against assets subject to finance lease, trade and other payables, accrued interest / mark up and short
term borrowings. The particular recognition methods adopted are disclosed in the respective policy notes.

2.18 Foreign currency transactions and translation

These financial statements 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 foreign currencies are translated
into Pak Rupee at the rates of exchange approximating those prevailing at the balance sheet date. Exchange
gains / losses on translation are included in income currently.

2.19 Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and services
in the ordinary course of the company’s activities.

The company recognises revenue when the amount of revenue can be reliably measured, it is probable that
future economic benefits will flow to the company and specific criteria have been met for each of the company’s
activities as described below:

i) Sale of goods

- Sales are recognised on despatch of goods to customers.

ii) Interest / Mark up income

- Income on bank deposits is recognised on accrual basis.
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Net Carrying value basis
Year ended June 30, 2011
Opening net book value (NBV) 169,060 267,693 237,821 9,440 7,108 8,022 3,654 5,700 9,156 13,513 731,167
Additions (at cost) 1,962 17,793 60,406 4,781 5,009 6,280 - 1,978 6,682 - 104,891
Disposals (at NBV) - - - - - (2) - - (708) (1,352) (2,062)
Depreciation charge (3,374) (15,707) (37,081) (4,317) (2,562) (4,646) (3,546) (925) (3,692) (6,128) (81,978)
Closing net book value 167,648 269,779 261,146 9,904 9,555 9,654 108 6,753 11,438 6,033 752,018

Gross Carrying value basis
    At June 30, 2011
Cost 173,594 355,162 458,761 28,403 33,655 25,118 12,815 11,510 35,216 26,238 1,160,472
Accumulated depreciation (5,946) (85,383) (197,615) (18,499) (24,100) (15,464) (12,707) (4,757) (23,778) (20,205) (408,454)
Net book value 167,648 269,779 261,146 9,904 9,555 9,654 108 6,753 11,438 6,033 752,018

Net Carrying value basis 
    Year ended June 30, 2010
Opening net book value (NBV) 15,288 236,586 244,988 13,278 7,484 5,025 6,264 3,907 9,952 23,027 565,799
Additions (at cost) 154,418 43,127 36,208 383 1,655 6,785 989 2,497 5,368 145 251,575
Disposals (at NBV) - - (7,549) - - - - - (584) (1,771) (9,904)
Depreciation charge (646) (12,020) (35,826) (4,221) (2,031) (3,788) (3,599) (704) (5,580) (7,888) (76,303)

Closing net book value 169,060 267,693 237,821 9,440 7,108 8,022 3,654 5,700 9,156 13,513 731,167

Gross Carrying value basis 
    At June 30, 2010
Cost 171,632 337,369 398,355 23,622 28,646 25,008 12,815 9,532 39,990 37,185 1,084,154
Accumulated depreciation (2,572) (69,676) (160,534) (14,182) (21,538) (16,986) (9,161) (3,832) (30,834) (23,672) (352,987)
Net book value 169,060 267,693 237,821 9,440 7,108 8,022 3,654 5,700 9,156 13,513 731,167

Useful life (Years) 38 - 99 10 - 52 5 - 10 5 6 - 7 3 5 10 5 5

(Rupees in thousand)

Total
 subject to

finance lease Owned

 Laboratory
equipments subject to

finance lease Owned

 Office and
other

equipments

 Furniture
 and fittings

 Plant and
machinery

 Building on
leasehold

land

 Leasehold
land

 Computers  Vehicles

(Rupees in thousand)

2011 2010

3. PROPERTY, PLANT AND EQUIPMENT

Operating assets - note 3.1 752,018 731,167
Capital work in progress - at cost - note 3.2 22,338 63,604

774,356 794,771

3.1 Operating assets

(Rupees in thousand)

2011 2010

3.2 Capital work in progress

These comprise of:

Civil work in progress 7,159 14,982
Plant and machinery 8,361 34,593
Advance against acquisition of land -    12,012
Advances to suppliers 4,018 -    
Vehicles pending delivery 250 816
Computer software under development 2,550 1,146
Office equipment -    55

22,338 63,604

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

Motor vehicles

Suzuki Alto  521  339  182  280 Company Policy Mr. Abdul Majeed Khan
Employee

Toyota Corolla  969  808  161  290 "              Mr. Waqas Abrar Khan
    Ex-executive

Toyota Corolla  945  803  142  180 " Mr. Syed Muhammad Rizwan
Executive

Honda City  846  705  141  253 " Mr. Muhammad
Employee

Honda City  846  733  113  254 " Mr. Muhammad Iqbal
Executive

Suzuki Cultus  600  500  100  192 " Ms. Elishba Inayat John
Ex-Employee

Toyota Vitz  520  433  87  169 " Mr. Shahid Ali
Ex-Employee

Cherry QQ  499  416  83  213 " Mr. Asad Naeem Khan
Ex-Employee

Honda CG-125  83  11  72  86 " Mr. Pir Muhammad
Employee

Suzuki Cultus  600  530  70  150 " Mr. Ubaid Ur Rehman
Executive

Suzuki Alto  504  437  67  168 " Ms. Samrah Ibadat
Ex-executive

Honda CD-70  63  8  55  66 " Mr. Tahir Khan
Ex-Employee

Suzuki Cultus  620  568  52  161 " Mr. Mussarrat Hussain
Executive

Honda CG-125  83  32  51  62 " Mr. Muhammad Ramzan
Employee

Honda CD-70  63  8  55  58 Insurance Claim EFU General Insurance Limited
Master Truck  775  710  65  350 Negotiation Mr. Umer Zaman

House No. 1999, Abidabad
Block B, Baldia Town Karachi

Master Truck  775  710  65  350 Negotiation Mr. Umer Zaman
    House No. 1999, Abidabad

Block B, Baldia Town Karachi
Assets having net
book value less than
Rs. 50,000 19,261 18,760 501 5,586

28,573  26,511  2,062  8,868

Cost Accumulated
depreciation Net book value Sale proceeds Mode of disposal Particulars of purchaser

(Rupees in thousand)
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2.20 Research and development

Research and development expenditure is charged to profit and loss account in the period in which it is incurred.

2.21 Offsetting

Financial assets and liabilities are offset and the net amount is reported  in the balance sheet where there is a
legally enforceable right to set-off the recognised amounts and the company intends to either settle on a net
basis, or to realise the asset and settle the liability simultaneously.

2.22 Dividends

Dividend distribution to the company's shareholders is recognised as liability at the time of their approval.
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(Rupees in thousand)

2011 2010

4. INTANGIBLES - computer software

Net carrying value basis
Opening net book value 25,688 35,668
Additions (at cost) 250 7,612
Amortisation for the year (16,980 ) (17,592 )
Closing net book value 8,958 25,688

Gross carrying value basis
Cost - Computer software and ERP System 59,647 59,397
Accumulated amortisation (50,689 ) (33,709 )
Net book value 8,958 25,688

5. STOCK IN TRADE

Raw materials (including in transit 
Rs. 45.7 million; 2010: Rs 2.80 million) 640,456 707,550

Provision for obsolescence (4,517 ) (2,956 )
635,939 704,594

Packing materials 131,959 148,319
Provision for obsolescence (12,415 ) (18,928 )

119,544 129,391

Work in process 514,291 359,387
Provision for obsolescence (18,870 ) (6,631 )

495,421 352,756

Finished goods 493,654 324,930
Provision for obsolescence (12,148 ) (9,439 )

481,506 315,491
 1,732,410 1,502,232

5.1 Stock in trade includes Rs 590.29 million (2010: Rs 108.21 million) held with third parties.

5.2 The above balances include items costing Rs 15.31 million (2010: Rs 12.67 million) valued at net realisable value
of Rs 14.23 million (2010: Rs 10.90 million).

5.3 The company has recognised a provision of Rs 18.89 million for obsolescence (2010: Rs 6.08 million) and has
written off stocks amounting to Rs 8.89 million (2010: Rs 16.81 million) against the provision during the year.

6. TRADE DEBTS

Considered good

Related parties - note 6.2 4,547 14,918
Others 

- local 34,868 81,683
- foreign 248,327 156,449

287,742 253,050
Considered doubtful 4,601 3,906

292,343 256,956
Less: Provision for doubtful trade debts (4,601 ) (3,906 )

287,742 253,050

(Rupees in thousand)

2011 2010

(Rupees in thousand)

2011 2010

6.1 As of June 30, 2011, trade debts of Rs 102.24 million (2010: Rs. 133.47 million) were past due but not impaired.
These relate to a number of individual customers for whom there is no recent history of default. The age analysis
of these trade debts is as follows:

Up to 3 months 78,076 83,353
3 to 6 months 7,025 20,551
More than 6 months 17,134 29,565

102,235 133,469
6.2 Due from related parties

Premier Distributor 4,126 13,046
Premier Agency 421 1,872

4,547 14,918

7. ADVANCES

Considered good
Employees

- against expenses 20  5
- against salary -    147

Suppliers 13,263 43,621
Others 419 94

13,702 43,867
Considered doubtful

Suppliers 5,174 -    
18,876 43,867

Provision for doubtful advances to suppliers (5,174 ) -    
13,702 43,867

8. TRADE DEPOSITS AND PREPAYMENTS

Considered good
Deposits 4,475 4,705
Prepayments 8,642 5,413

13,117 10,118
Considered doubtful

Deposits 1,169 -    
14,286 10,118

Provision for doubtful deposits (1,169 ) -    
13,117 10,118
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(Number of shares)

2011 2010

(Rupees in thousand)

2011 2010

(Rupees in thousand)

2011 2010

12. LONG TERM FINANCING

Meezan Bank Limited - note 12.1 144,000 -    
Meezan Bank Limited - note 12.2 50,000 -    
MCB Bank Limited - note 12.3 20,000 60,000
Less: Current maturity shown under current liabilities (44,250 ) (40,000 )

169,750 20,000

12.1 The facility is secured by way of equitable mortgage of Rs. 200 million over certain property of the company.
Mark up is charged at the rate of three months KIBOR + 1% per annum. The loan is repayable in equal semiannual
installments, uptill August 10, 2015.

12.2 The facility is secured by way of First Pari Passu hypothecation charge of Rs. 67 million over fixed assets of SITE
factory. Mark up is charged at the rate of three months KIBOR + 1% per annum. The loan is repayable in equal
semiannual installments, uptill July 20, 2015.

12.3 The facility is secured by way of equitable mortgage over land, buildings, plant and machinery installed or to
be installed at SITE factory building. Mark up is charged at  the rate of three months KIBOR + 1.25% (2010: three
months KIBOR + 1.25%) per annum. The loan is repayable in equal quarterly installments, uptill October 13, 2011.

13. LIABILITIES AGAINST ASSETS SUBJECT TO
FINANCE LEASE

Present value of minimum lease payments 2,343 12,498
Current maturity shown under current liabilities (2,343 ) (10,238 )

-    2,260
Minimum lease payments
Not later than 1 year 2,413 11,156
Later than one year but not later than 5 years -    2,355

2,413 13,511
Future finance charges on finance lease (70 ) (1,013 )
Present value of finance lease liabilities 2,343 12,498

Present value of finance lease liabilities
Not later than 1 year 2,343 10,238
Later than one year but not later than 5 years -    2,260

2,343 12,498

11.1 Reconciliation of number of ordinary shares
outstanding

At the beginning of the year 41,442,743 33,154,194

Issue of bonus shares: Nil (2010: 1 bonus share
   for every 4 shares held) -    8,288,549

At the end of the year 41,442,743 41,442,743

(Rupees in thousand)

2011 2010

9. OTHER RECEIVABLES

Due from related parties:   
- Precision Rubber Products (Private) Limited -    636
- Associated Textile Consultants (Private) Limited 266 -    

Workers' Profits Participation Fund - note 16.1 -    2,533
Receivable from Sundar Industrial Estate, Lahore -    17,368
Others 372 127

638 20,664

10. CASH AND BANK BALANCES

Cash in hand 1,035 1,122

Cash at bank
current accounts

- local currency 6,649 11,099
- foreign currency 6,541 1,880

13,190 12,979
14,225 14,101

11. SHARE CAPITAL

  Authorised share capital

Number of shares
2011 2010

Ordinary shares of
Rs 10 each

75,000,000 75,000,000 750,000  750,000

Issued, subscribed and paid-up capital

Ordinary shares of Rs 10 each
Number of shares

2011 2010
Shares allotted:

1,255,990 1,255,990 for consideration paid in cash 12,560 12,560
 40,186,753 40,186,753  as bonus shares 401,867 401,867
 41,442,743 41,442,743 414,427 414,427
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(Rupees in thousand)

2011 2010

13.1 Finance leases are entered into with various modarabas for acquistion of motor vehicles and computer equipments.
The balance of liability is payable by June 2012 in monthly installments.

Monthly lease payments include finance charge ranging from six months KIBOR + 1.25% to six months KIBOR
+ 2.75% (2010: six months KIBOR + 1.25% to six months KIBOR + 2.75%) per annum which is used as discounting
factor.

14. DEFERRED TAX

(Debit) / credit balance arising in respect of:
Accelerated tax depreciation / amortisation 94,225 87,191
Provision for stock obsolescence (13,503 ) (11,545 )
Provision for doubtful trade debts (1,188 ) (1,188 )
Provision for retirement benefits obligations (1,414 ) (3,257 )
Liabilities against assets subject to finance lease 1,155 1,420

79,275 72,621

14.1 Deferred tax liability is restricted to 86.86% (2010: 86.95%) of the total deferred tax liability based on the following
assumptions:

- Export sales will continue to fall under Final Tax Regime.
- Historical trend of export and local sales ratio will continue to be the same in foreseeable future.

15. RETIREMENT BENEFITS OBLIGATIONS

15.1 The disclosures made in notes 15.2 to 15.11 are based on the information included in the actuarial valuation as
of June 30, 2011.

2011 2010
(Rupees in thousand)

2011 2010
Pension Plan Pensioners' Medical Plan

15.2 Balance Sheet Reconciliation
Fair value of plan assets 10,211 -    1,003 -    
Present value of defined

benefit obligations 22,963 20,045 1,255 1,082
Deficit 12,752 20,045 252 1,082

Unrecognised past service cost (9,248 ) (10,089 ) (266 ) (290 )
Unrecognised actuarial gain/ (loss) 938 (207 ) 199 166
Recognised liability 4,442 9,749 185 958

15.3 Movement in the net liability
recognised in the balance sheet
Opening balance 9,749 5,994 958 786
Charge for the year 4,442 3,755 185 172
Payments during the year -    -    -    -    
Contribution made (9,749 ) -    (958 ) -    
Closing balance 4,442 9,749 185 958

15.4 Cost
Current service cost 983 839 25 23
Interest cost 2,618 2,075 140 126
Amortisation of non - vested 

portion of past service liability 841 841 24 23
Amortisation of gain -    -    (4 ) -    
Cost for the year 4,442 3,755 185 172

15.5 Movement in the present value
of defined benefit obligations
Obligation as at July 1 20,045 16,870 1,082 1,040
Current service cost 983 839 25 23
Interest cost 2,618 2,075 140 126
Benefits paid -    -    -    -    
Actuarial loss / (gain) (683 ) 261 8 (107 )
Obligation as at June 30 22,963 20,045 1,255 1,082

15.6 Movement in the fair value
of plan assets
Plan Assets as at July 1 -    -    -    -    
Expected return on plan assets -    -    -    -    
Contribution made 9,749 -    958 -    
Benefits paid -    -    -    -    
Actuarial gain 462 -    45 -    
Plan Assets as at June 30 10,211 -    1,003 -
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(Rupees in thousand)

2011 2010

(Percent per annum)

2011 2010

(Rupees in thousand)

Increase Decrease

(Rupees in thousand)

2011 2010

(Rupees in thousand)

2011 2010

(Rupees in thousand)

2011 2010

15.7 Principal actuarial assumptions

Expected rate of increase in salaries 14.5 12.75
Expected rate of increase in pension 8.5 6.75
Expected rate of increase in medical benefits 8.5 6.75
Discount factor used 14.5 12.75

15.8 The effects of a 1% movement in the assumed medical cost trend rate are as follows:

16.2 Due to related parties - others

Associated Textile Consultants (Private) Limited -    243
Precision Rubber Products (Private) Limited 364 -    

364 243

17. ACCRUED INTEREST / MARK UP

- on short term borrowings 22,160 26,583
- on long term financing 3,557 1,736

25,717 28,319
18. SHORT TERM BORROWINGS

Running finance under mark up arrangements 321,675 634,989
Murabaha loan 106,265 264,780
Export re-finance 300,000 240,000
Short term loan -    50,000

727,940 1,189,769

18.1 The facilities available from various banks amount to Rs 1.76 billion (2010: Rs 1.53 billion). The arrangements are
secured by way of pari-passu charge against hypothecation of company's stock in trade, movables and trade debts.
The facilities expiring within one year are annual facilities subject to review at various dates during 2011 and 2012.

18.2 The facilities for opening letters of credit amount to Rs 563.8 million (2010: Rs 216.15 million) and for letters of guarantees
amount to Rs 45.33 million (2010: Rs 15 million) as at June 30, 2011 of which the amount remaining unutilised at year
end was Rs 550.44 million (2010: Rs 163.85 million) and Rs 24.91 million (2010: Rs 1.09 million) respectively.

18.3 The rates of mark up range from one month KIBOR + 0.35% to three months KIBOR + 1% per annum (2010: one
month KIBOR + 0.35% to three months KIBOR + 2.66%) per annum.

19. DUE TO THE GOVERNMENT

Sales tax 10,483 14,600
Special excise duty 3,215 1,431

13,698 16,031
20. COMMITMENTS

Aggregate commitments for capital expenditure as at June 30, 2011 amount to Rs 1.99 million (2010: Rs 18.27 million).

Aggregate commitments in respect of ujrah payments for ijarah financing of motor vehicles, plant and machinery
and computer equipments bearing a mark up ranging from six months KIBOR + 0.75% to six months KIBOR +
1.95% (2010: three months KIBOR + 1.25% to six months KIBOR + 1.95%) per annum for rentals payable monthly
as at June 30, 2011 amount to:

Not later than one year 19,852 13,959
Over one year to five years 40,675 25,092

60,527 39,051

Effect on the aggregate of interest costs 39 31
Effect on the defined benefit obligations 212 172

15.9 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 is calculated by the actuary.

15.10 Expected charge for the year ending June 30, 2012 works out to be Rs. 3.92 million and Rs. 0.10 million for Pension
plan and Pensioners' Medical Plan respectively.

15.11 During the year, the company contributed Rs 11.85 million (2010: Rs.10.64 million) to the provident fund.

16. TRADE AND OTHER PAYABLES

Creditors 414,039 210,763
Accrued liabilities 292,809 255,847
Workers' Profits Participation Fund - note 16.1 1,611 -    
Workers' Welfare Fund 11,679 6,436
Advances from customers 52,700 23,173
Payable to provident fund 2,818 1,364
Security deposits from customers 4,285 4,238
Tax deducted at source 4,946 2,488
Due to related parties - directors 6 76
                                           - others - note 16.2 364 243
Advances from employees against sale of vehicles 26,166 18,931
Unclaimed dividend 1,005 752
Other liabilities 3,601 5,752

816,029 530,063

16.1 Workers' Profits Participation Fund

Balance as at July 1 (2,533 ) 520
Allocation for the year 19,449 8,558
Interest on funds utilised in the company's business -    4 6

16,916 9,124
Amount paid during the year (15,305 ) (11,657 )
Balance as at June 30 1,611 (2,533 )

NOTES TO THE FINANCIAL STATEMENT

FOR THE YEAR ENDED JUNE 30, 2011

NOTES TO THE FINANCIAL STATEMENT

FOR THE YEAR ENDED JUNE 30, 2011

8988



(Rupees in thousand)

2011 2010

(Rupees in thousand)

2011 2010

(Rupees in thousand)

2011 2010

21. SALES

Manufactured goods
Gross sales

Local sales 6,751,167 5,395,503
Export sales 725,553 597,878

7,476,720 5,993,381
Sales tax (891,469 ) (681,175 )
Special excise duty (61,426 ) (35,005 )

(952,895 ) (716,180 )
6,523,825 5,277,201

Less:
Discount, rebates and allowances 876,913 680,034
Sales return 126,132 107,221

1,003,045 787,255
5,520,780  4,489,946

21.1 Export sales comprise of sale made in the following regions:

USA / Canada 227,710 190,715
Africa 111,868 138,118
Middle East Asia 189,564 114,875
Others 196,411 154,170

 725,553 597,878

21.2 Sales to only one distributor exceed 10 percent of the net sales during the year, amounting to Rs 561.5 million
(2010: Rs 467.55 million).

22. COST OF SALES

Raw material consumed 2,753,111 2,190,781
Packing material consumed 907,298 720,522
Salaries, wages and other benefits 309,203 242,740
Contribution to provident fund 4,725 3,981
Depreciation / amortisation 60,985 60,244
Ujrah payments 3,505 1,643
Fuel and power 75,936 71,274
Insurance  10,293 11,473
Laboratory, research and development 2,736 3,495
Postage and communications 1,460 1,631
Printing and stationery 371 59
Rent, rates and taxes 32,359 20,133
Travelling  41,703 39,682
Repairs and maintenance  46,777 52,165
Security charges  4,490 3,271
Others  755 998

 4,255,707 3,424,092
Opening work in process  352,756 235,844
Closing work in process  (495,421 ) (352,756)
Cost of goods manufactured  4,113,042 3,307,180
Opening stock of finished goods  315,491 171,551
Closing stock of finished goods  (481,506 ) (315,491 )
Export rebate  (228 ) (41 )

 3,946,799 3,163,199

23. DISTRIBUTION COSTS

Salaries, wages and other benefits 171,145 183,930
Advertising and sales promotion 351,273 428,205
Outward freight and handling charges 233,669 182,376
Contribution to provident fund 4,361 2,862
Depreciation / amortisation 18,186 13,607
Ujrah payments 8,383 5,461
Fuel and power 933 680
Forwarding charges 8,182 7,159
Insurance 5,962 2,635
Laboratory, research and development 893 761
Legal and professional charges 55 74
Postage and communications 5,126 6,825
Printing and stationery 4,588 4,731
Rent, rates and taxes 11,412 14,967
Travelling 52,950 46,469
Repairs and maintenance 5,831 6,063
Provision for doubtful debts 694 -
Security charges 870 732
Others 1,593 2,281

886,106 909,818 

24. ADMINISTRATIVE EXPENSES

Salaries, wages and other benefits - note 24.1 84,520 74,700
Contribution to provident fund 2,761 3,800
Depreciation / amortisation 19,787 20,044
Ujrah payments 10,760 4,954
Fuel and power 3,290 2,458
Insurance 912 2,477
Laboratory, research and development 18 94
Legal and professional charges 13,699 10,754
Postage and communications 4,220 4,246
Printing and stationery 2,672 1,826
Rent, rates and taxes 1,199 2,125
Travelling 12,978 15,903
Repairs and maintenance 10,358 13,037
Provision for doubtful advances and others 6,343 -
Advance written off 1,028 -
Security charges 47 226
Others 5,132 7,659

179,724 164,303

24.1 Salaries, wages and other benefits include Rs. 4.63 million (2010: Rs. 3.93 million) in respect of retirement benefit
plans.
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(Rupees in thousand)

2011 2010 (Rupees in thousand)

2011 2010

25. OTHER OPERATING EXPENSES

Auditors' remuneration - note 25.1 3,010 2,314
Donations - note 25.2 2,528 3,000
Workers' Profits Participation Fund 19,449 8,558
Workers' Welfare Fund 7,780 3,423

32,767 17,295

25.1 Auditors' remuneration

Audit fee 1,050 1,000
Limited review, special reports and

   other certifications 699 265
Taxation services 1,000 800
Out of pocket expenses 261 249

3,010 2,314

25.2 None of the Directors or their spouses had any interest in the donees.

26. OTHER OPERATING INCOME

Income from financial assets
Exchange gain - net 3,050 7,892
Return on late payments by trade debtors -    824

Income from other than financial assets

Profit on disposal of property, plant and equipment 6,806 4,267
Liabilities no longer payable written back -    10,207
Insurance claim -    24
Profit on termination of Ijarah agreements 2,207 -    

12,063 23,214

27. FINANCE COSTS

Mark up on long term finance 29,842 10,317
Mark up on running finance under

  mark up arrangements 58,797 54,135
Mark up on export re-finance 27,119 16,295
Mark up on short term loan 624 -
Mark up on finance lease 480 2,785
Interest on Workers' Profits Participation Fund -    46
Bank charges 8,834 9,541

125,696 99,364

28. TAXATION

Current 124,500 48,000
Deferred 6,654 12,622

131,154 60,622
Prior years -    12,000

131,154 72,622

28.1 Reconciliation between tax expense and accounting profit:

Profit before taxation 361,751 159,181
Tax at applicable rate of 35% 126,613 55,713
Tax effect of permanent differences 1,794 372
Tax effect of final tax regime (2,621 ) 532
Effect of tax credits (6,041 ) -    
Tax surchage 5,161 -    
Others 6,248 4,005
Provision for prior year -    12,000

131,154 72,622
29. EARNINGS PER SHARE

Profit after taxation attributable to
ordinary shareholders 230,597 86,559

Weighted average number of shares
in issue during the year (in thousand) 41,443 41,443

Earnings per share - (Rupees) 5.56 2.09

A diluted earnings per share has not been presented as the company did not have any convertible instruments
in issue as at June 30, 2011 and 2010 which would have any effect on the earnings per share if the option to
convert is exercised.

30. CASH GENERATED FROM / (USED IN) OPERATIONS

Profit before taxation 361,751 159,181

Adjustments for non-cash charges and other items
Depreciation 81,978 76,303
Amortisation 16,980 17,592
Profit on disposal of property, plant and equipment (6,806 ) (4,267 )
Stocks written off 8,140 23,482
Finance costs 125,696 99,364
Retirement benefits expense 4,627 3,927

230,615 216,401
Profit before working capital changes 592,366 375,582

EFFECT ON CASH FLOWS DUE TO WORKING
CAPITAL CHANGES

Increase in current assets
Stores, spare parts and loose tools 147 72
Stock in trade (238,318 ) (678,737 )
Trade debts (34,692 ) 21,506
Advances 30,165 (14,823 )
Trade deposits and prepayments (2,999 ) (3,458 )
Other receivables 20,026 (18,032 )

(225,671 ) (693,472 )
Decrease in current liabilities

Trade and other payables 285,713 69,452
Due to the government (2,333 ) 1,388

283,380 70,840
650,075 (247,050 )

(Rupees in thousand)

2011 2010

(Rupees in thousand)

2011 2010
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2011 2010
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2011 2010

2011 2010

34. PLANT CAPACITY AND PRODUCTION

Actual production of plants in metric tons 47,054 39,727

34.1 The capacity and production of the company's plants are indeterminable as these are multi-product and involve
varying processes of manufacture.

35. FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

35.1 Financial risk factors

The company's activities expose it to variety of financial risks namely credit risk, liquidity risk and market risk
(including foreign exchange risk and interest rate risk). The company's overall risk management programme
focuses on having cost effective funding as well as manage financial risk to minimise earnings volatility and
provide maximum return to shareholders.

31. CASH AND CASH EQUIVALENTS

Cash and bank balances 14,225 14,101
Short term borrowings (727,940 ) (1,189,769 )

(713,715 ) (1,175,668 )

32. REMUNERATION OF CHIEF EXECUTIVE,  DIRECTORS AND EXECUTIVES 

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

Managerial
remuneration
and allowances 6,009 5,305 3,484 3,484 45,424 46,415

Utilities 601 530 348 348 4,542 4,656
Bonus / variable pay 6,465 588 871 435 23,504 5,692
Housing 2,704 2,387 1,568 1,568 20,441 20,739
Retirement benefits 4,585 3,793 643 665 4,383 4,764
Other expenses 1,977 957 1,705 1,110 22,962 21,349

22,341 13,560 8,619 7,610 121,256 103,615

Number of persons 1 1 2 2 45 43

32.2 Fee to non-executive directors paid during the year amounted to Rs 19,000 (2010: Rs 16,000).

32.3 The Chief Executive, executive directors and certain executives of the company are also provided with company
maintained cars and residential telephones.

33. RELATED PARTY DISCLOSURES

A. Related parties with whom the company had transactions

i) Associated Companies /
Undertakings: Associated Textile Consultants (Private) Limited

Precision Rubber Products (Private) Limited
Premier Agency
Premier Distributor
Shield Corporation Limited

ii) Defined Contribution
  Plan: National Foods Limited Provident Fund

B. Disclosure of transactions between the company and related parties

Relationship with the Nature of transaction
         Company

Associated Companies /
Undertakings: Sale of goods 696,242 664,279

Reciprocal arrangements for
    sharing of services 1,483 2,941
Purchase of goods 30,967 19,228

Staff retirement fund: Expense charged for
       defined contribution plan 11,847 10,643

Payments to retirement
        contribution plan 28,655 32,486

Key management personnel compensation:

Salaries and other short-term employee benefits 86,595 76,010
Post-employment benefits 7,724 7,403

The related party status of outstanding balances as at June 30, 2011 is included in trade debts, other receivables
and trade and other payables respectively. These outstanding balances are unsecured and are settled in the
ordinary course of business.

NOTES TO THE FINANCIAL STATEMENT

FOR THE YEAR ENDED JUNE 30, 2011

NOTES TO THE FINANCIAL STATEMENT

FOR THE YEAR ENDED JUNE 30, 2011

9594



(Rupees in thousand)

Non-interest / Non-mark up bearing

Maturity
up to one

year

Interest / Mark up bearing

Maturity
after one

year
Sub-total

Maturity
up to one

year

Maturity
after one

year
Sub-total Total

35.2 Financial assets and liabilities by category and their respective maturities The other financial assets are neither material to the financial statements nor exposed to any significant credit risk.

The management does not expect any losses from non-performance by these counterparties. 

ii) Liquidity risk

Liquidity risk reflects the company's inability in raising funds to meet commitments. The company manages
liquidity risk by maintaining sufficient cash and bank balances and the availability of financing through banking
arrangements. Management monitors rolling forecasts of the company’s liquidity reserve which comprise of
undrawn borrowing facility and cash and cash equivalents on the basis of expected cash flows.

iii) Market Risks

a) Foreign exchange risk

Foreign exchange risk arises mainly where receivables and payables exist in foreign currency. As at June 30, 2011,
financial assets of Rs 247.49 million (2010: Rs 150.99 million) were in foreign currency which were exposed to
foreign currency risk.

As at June 30, 2011, if the Pak Rupee had weakened / strengthened by 7% against US Dollar with all other
variables held constant, profit before tax for the year would have been  lower / higher by Rs 17.80 million (2010:
Rs 10.43 million), mainly as a result of foreign exchange losses / gains on translation of US Dollar denominated
trade debts.

The sensitivity of foreign exchange rate looks at the outstanding foreign exchange balances of the company
only as at the balance sheet date and assumes this is the position for a full twelve-month period. The volatility
percentages for movement in foreign exchange rates have been used due to the fact that historically (five years)
rates have moved on average basis by the mentioned percentages per annum.

b) Interest rate risk

The company’s interest rate risk arises from borrowings as the company has no significant interest-bearing assets.
Borrowings issued at variable rates expose the company to cash flow interest rate risk.

At June 30, 2011, the company had variable interest bearing financial liabilities of Rs 0.94 billion (2010: Rs 1.26
billion), and had the interest rates varied by 100 basis points (2010: 100 basis points) with all the other variables
held constant, profit before tax for the year would have been lower / higher by approximately Rs 9.4 million
(2010: Rs 12.6 million), mainly as a result of higher / lower interest expense on floating rate borrowings.

The sensitivity of 100 basis points (2010: 100 basis points) movement in interest rates has been used as historically
(five years) floating interest rates have moved by an average of 100 basis points (2010: 100 basis points) per
annum.

FINANCIAL ASSETS

Trade debts -    -    -    287,742 -    287,742 287,742
Deposits -    -    -    4,475 4,380 8,855 8,855
Other receivables -    -    -    638 -    638 638
Cash and bank balances -    -    -    14,225 -    14,225 14,225
June 30, 2011 -    -    -    307,080 4,380 311,460 311,460
June 30, 2010 -    -    -    292,520 4,509 297,029 297,029

FINANCIAL LIABILITIES

Long term financing 44,250 169,750 214,000 -    -    -    214,000 
Liabilities against assets

subject to finance lease 2,343 -    2,343 -    -    -    2,343 
Trade and other payables -    -    -    716,109 -    716,109 716,109
Accrued interest / mark up -    -    -    25,717 -    25,717 25,717
Short term borrowings 727,940 -    727,940 -    -    -    727,940
June 30, 2011 774,533 169,750  944,283 741,826 -    741,826 1,686,109
June 30, 2010 1,240,007 22,260 1,262,267 505,990 -    505,990 1,768,257

OFF BALANCE SHEET ITEMS

Letters of credit 13,361
June 30, 2010 52,303

Letters of guarantees 20,416
June 30, 2010 13,911

All the financial instruments of the company are designated as loans and receivables and hence measured at
amortised cost.

The effective interest / mark up rates for the monetary financial assets and liabilities are mentioned in respective
notes to the financial statements.

i) Credit risk

Credit risk represents the accounting loss that would be recognised at the reporting date if counterparts failed
to perform as contracted. Out of the total financial assets of Rs 311.46 million (2010: Rs 297.03 million) the
financial assets exposed to the credit risk amount to Rs 310.43 million (2010: Rs 295.91 million).

For trade debts, internal risk assessment process determines the credit quality of the customers, taking into
account their financial positions, past experiences and other factors. Individual risk limits are set based on internal
or external credit worthiness ratings in accordance with limits set by the management. As of June 30, 2011 trade
debts of Rs 102.24 million (2010: Rs 133.47 million) were past due but not impaired. The carrying amount of
trade debts relates to number of individual customers for whom there is no recent history of default.

The bank balances represent low credit risk as they are placed with banks having good credit ratings assigned
by credit rating agencies.
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(Rupees in thousand)

2011 2010

35.3 Capital Risk Management

The company's objectives when managing capital are to safeguard the company's ability to continue as a going
concern in order to provide returns for shareholders and benefit for other stake holders and to maintain an
optimal capital structure to reduce the cost of capital.

During 2011 the company's strategy was to maintain leveraged gearing. The gearing ratio as at June 30, 2011
was as follows:

Total Borrowings 970,000 1,290,586
Cash and Bank (14,225 ) (14,101 )
Net debt 955,775 1,276,485
Total equity 922,811 741,945
Total capital 1,878,586 2,018,430

Gearing ratio 51% 63%

The company finances its operations through equity, borrowings and management of working capital with a
view to maintaining an appropriate mix between various sources of finance to minimise risk.

35.4 Fair values of financial assets and liabilities

The carrying values of all financial assets and liabilities reflected in the financial statements approximate their
fair values.

36. EVENTS OCCURRING AFTER BALANCE SHEET DATE - PROPOSED DIVIDEND

The Board of Directors in its meeting held on September 16, 2011 proposed a cash dividend for the year ended
June 30, 2011 of Rs. 2.50 per share amounting to Rs. 103.61 million (2010: cash dividend of Rs. 1.20 per share
amounting to Rs. 49.73 million) subject to the approval of the company in the annual general meeting.

These financial statements do not reflect the proposed dividend as payable, which will be accounted for in the
statement of changes in equity as an appropriation from the unappropriated profit in the year ending
June 30, 2012. 

37. DATE OF AUTHORISATION

These financial statements were authorised for issue by the Board of Directors of the company on
September 16, 2011.

Chief Executive Director

CATEGORY CATEGORIES OF SHARE HOLDERS NUMBER OF CATEGORY WISE CATEGORY WISE PERCENTAGE
NO. SHARES HELD NO. OF SHARES HELD %

SHARE HOLDERS

AS AT JUNE 30, 2011

1 INDIVIDUALS  1,624  11,503,429  27.76
2 INVESTMENT COMPANIES 1  1,250  0.00 
3 JOINT STOCK COMPANIES  24  27,453  0.07
4 DIRECTORS, CHIEF EXECUTIVE OFFICER AND

  THEIR SPOUSE AND MINOR CHILDREN  12  15,960,208  38.51
MR. ABDUL MAJEED  1,583,990 1 
MR. WAQAR HASAN  4,875 1 
MRS. JAMILA WAQAR  4,875 1 
MR. ABRAR HASAN  4,087,305 1 
MR. ZAHID MAJEED  2,436,540 1 
MR. EBRAHIM QASSIM  705,427 1 
MR. IQBAL ALIMOHAMED  6,325,225 1 
MRS. M.E.MAJEED W/O MR. ABDUL MAJEED  163,672 1 
MRS. KULSUM BANOO W/O MR. EBRAHIM
  QASSIM 298,807 1 
KHAWAJA MUNIR MASHOOQULLAH  69,650 1 
MRS. ZEELAF MINIR W/O KHAWAJA MUNIR
  MASHOOQULLAH 275,842 1 
MRS. NOREEN HASAN W/O MR. ABRAR HASAN  4,000 1 

5 EXECUTIVES  -    -    -
6 NIT / ICP  -    -    -
7 ASSOCIATED COMPANIES, UNDERTAKINGS

  AND RELATED PARTIES 1 13,743,090  33.16
ASSOCIATED TEXTILE CONSULTANTS
  (PVT.) LIMITED  13,743,090 1 

8 PUBLIC SECTOR COMPANIES AND
  CORPORATIONS  -    -    -

9 BANKS, DFIs, NBFIs, INSURANCE COMPANIES,
  MODARABAS & MUTUAL FUNDS  3  176,171  0.43

10 FOREIGN INVESTORS  -    -    -
11 CO-OPERATIVE SOCIETIES  -    -    -
12 CHARITABLE TRUSTS  1  19,643  0.05
13 OTHERS  2  11,499  0.03

TOTALS 1,668  41,442,743  100.00

SHARE-HOLDERS HOLDING TEN PERCENT OR MORE VOTING INTEREST IN THE LISTED COMPANY 

TOTAL PAID-UP CAPITAL OF THE COMPANY    41,442,743 SHARES
10% OF THE PAID-UP CAPITAL OF THE COMPANY     4,144,274 SHARES  

NAME(S) OF SHARE-HOLDER(S) NUMBER OF
SHARE SHELD

DESCRIPTION PERCENTAGE %

ASSOCIATED TEXTILE CONSULANTS
  (PVT.) LIMITED FALLS IN CATEGORY # 7  13,743,090  33.16
MR. IQBAL ALI MOHAMMAD FALLS IN CATEGORY # 4  6,325,225  15.26
MR. KHAWAR M. BUTT FALLS IN CATEGORY # 1  5,091,782  12.29
TOTAL  25,160,097  60.71
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PATTERN OF SHAREHOLDING

NUMBER OF
SHARE HOLDERS

SHARE HOLDING TOTAL SHARES HELD

AS AT JUNE 30, 2011

 684  1  100  30,883
 458  101  500  110,736
 183  501  1,000  147,748
 228  1,001  5,000  549,996

 42  5,001  10,000  304,833
 15  10,001  15,000  188,428
 11  15,001  20,000  201,417
 16  20,001  25,000  337,300

 1  25,001  30,000  26,152
 2  30,001  35,000  64,367
 1  35,001  40,000  36,187
 1  40,001  45,000  41,392
 1  55,001  60,000  58,148
 1  65,001  70,000  69,650
 1  95,001  100,000  97,500
 2  125,001  130,000  255,299
 1  150,001  155,000  150,008
 1  160,001  165,000  163,672
 1  170,001  175,000  174,180
 3  265,001  270,000  808,020
 1  275,001  280,000  275,842
 1  295,001  300,000  298,807
 1  330,001  335,000  330,696
 1  360,001  365,000  360,885
 1  480,001  485,000  483,806
 1  485,001  490,000  487,500
 3  705,001  710,000  2,121,359
 1  1,580,001  1,585,000  1,583,990
 1  2,435,001  2,440,000  2,436,540
 1  4,085,001  4,090,000  4,087,305
 1  5,090,001  5,095,000  5,091,782
 1  6,325,001  6,330,000  6,325,225
 1  13,740,001  13,745,000  13,743,090

 1,668  41,442,743

FROM TO

Notice is hereby given that the 40th annual general meeting of National Foods Limited will be held at the registered
office situated at 12/CL-6, Claremont Road, Civil Lines Karachi, on Thursday, October 27, 2011 at 3:00 p.m., to transact
the following business:

Ordinary Business:

1. To confirm the minutes of the 39th annual general meeting held on October 15, 2010.

2. To receive, consider and approve the audited accounts for the year ended June 30, 2011.

3. To approve final dividend on the ordinary shares of the company. The directors have recommended dividend
of 25% (or Rs. 2.50 per share) on every ordinary shares held.

4. To appoint auditors for the year 2011-2012 and to fix their remuneration.

Special Business:

5. To increase the meeting attendance fee payable to the directors from Rs. 1,000/- to Rs.25,000/- per meeting and
to amend accordingly the Article of Association of the Company by passing the following resolution as a special
resolution, with or without modification.

“RESOLVED THAT the meeting attendance fee for the directors be and is hereby increased from Rs. 1,000/- to Rs.
25,000/- for attending every meeting and accordingly the figure of Rs.1,000 appearing in Article 62 of the
existing Article of Association of the company be and is hereby amend to read as Rs. 25,000/- with immediate
effect.”

By Order of the Board of Directors

A. Majeed
Chairman Karachi, October 05, 2011

Notes:

1. The share transfer books of the Company will remain closed from October 19, 2011 to October 27, 2011 (both
days inclusive).

2. All members are entitled to attend and vote at the meeting. A member may appoint a proxy to attend, speak
and vote for him/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 is signed,
or a notarially 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. Any change of address of Members should be notified immediately to the Company's Share Registrar, Noble
Computer Services (Pvt.) Ltd., First Floor, House of Habib Building (Siddiqsons Tower), 3-Jinnah Cooperative
Housing Society, Main Shahrah-e-Faisal, Karachi-75350, Pakistan.

5. A member who has deposited his/her shares into Central Depository Company of Pakistan Limited,
a. in case of individuals, must bring his/her participant's ID number and account/sub-account number alongwith

original Computerised National Identity Card or original Passport at the time of attending the meeting.
b. in case of corporate entity, the Board of Directors' resolution / power of attorney with specimen signature

of the nominee 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.

STATEMENT UNDER SECTION 160(1) (b) OF THE COMPANIES ORDINANCE 1984

This statement sets out the material facts concerning the Special Business to be transacted at the Annual General
Meeting and the proposed Resolutions related thereto item 5 of the Agenda - Increase in meeting attendance fee
payable to directors.

The members of the Company in its 30th Annual General Meeting, held on November 10, 2001, passed a Resolution,
whereby, it approved and authorized the payment of Rs.1,000/- as fees to directors for attending the meeting. Accordingly,
in line with the said resolution the Company during the year ended June 30, 2011 has paid Rs.19,000 (2010 Rs.16,000)
as fees to directors.

At present other than above, the Non-Executive directors are not reimbursed for any expenditure in relation with
meetings. Attending Company's meeting regularly requires them to incur substantial cost on travel and other expenses,
and due to significant cost inflation in last couple of years all such costs have increased significantly. It is therefore,
proposed that meeting attendance fees for non-executive directors should be increased to Rs.25,000/-.

Notice of Meeting

NOTICE OF ANNUAL GENERAL MEETING

101100



I/We___________________________________________________________________________________________ of

_________________________________________________________________________________being a member of

National Foods Limited holding_____________________________________________ordinary shares as per Registered

Folio No./CDC A/C No. (for members who have shares in CDS) ______________________________________________

hereby appoint Mr./Mrs./Miss_______________________________________________________________________of

(full address)________________________________________________________________________ or falling him/her

Mr./Mrs./Miss________________________________________________________________________________________of

(full address)_______________________________________________________________________________________

(being member of the Company) as my/our Proxy to attend, act and vote for me/us and behalf at the 40th Annual
General Meeting of the Company to be held on October 27, 2011 and/or any adjournment there of.

As witness my/our hand seal this__________________________________day of_________________________2011.

Signed by_______________________________________________________________________________in the

Presence of (i)____________________________________________

                 (ii)____________________________________________

Important:

1. This form of proxy, duly completed and signed, must be deposited at the office of the Company's Shares
Registrar, not later than 48 hours before the meeting

2. This form should be signed by the Member or by his/her attorney duly authorized in writing. If the member
is a Corporation, its common seal should be affixed to the instrument.

3. A Member entitled to attend and vote at the meeting may appoint any other Member as his/her proxy to
attend and vote on his/her behalf except that a corporation may appoint a person who is a Member.

For CDC Account Holders/Corporate Entitles:
In addition to the above following requirements have to be met:

i. The Proxy form shall be witness by two persons whose names, address and CNIC Numbers shall be mentioned
on the form.

ii. Attested copies of CNIC or Passport of the beneficial owners and proxy shall be furnished with the proxy
form.

iii. The proxy shall produce his/her original CNIC or original Passport at the time of the meeting.

iv. In case of corporate entity, the Board of Directors' resolution/power of attorney with specimen signature
shall be submitted (unless it has been provided earlier) alongwith proxy form.

40TH ANNUAL GENERAL MEETING

Signature on
Rs. 5/-

Revenue Stamp

FORM OF PROXY

(Signature must agree with the specimen
signature registered with the company)
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