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Notes to the Financial Statements for the year ended  June 30, 2008

1. THE COMPANY AND ITS OPERATIONS

The Company was incorporated in Pakistan on September 30, 1986 as a public limited company
under the Companies Ordinance, 1984 (the Ordinance). The shares of the Company are quoted on
Karachi and Lahore Stock Exchanges. The registered office of the Company is situated at Lakson
Square, Building No. 2, Sarwar Shaheed Road, Karachi.

The principal business of the Company is manufacture and sale of food and plastic products and
trading in food and personal care products.

2. 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 (IFRSs) 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.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1 Basis of preparation

These financial statements have been prepared under the historical cost convention except
for available-for-sale investments that have been measured at fair value.

3.2 Accounting standards not yet effective

The following revised standards and interpretations with respect to approved accounting
standards as applicable in Pakistan would be effective from the dates mentioned below
against the respective standards or interpretations.

Standard or Interpretation Effective date (accounting
periods beginning on or after)

IAS 1 - Presentation of Financial Statements (Revised) January 01, 2009
IAS 23 - Borrowings Costs (Revised) January 01, 2009
IAS 27 - Consolidated and Separate Financial
                  Statements (Revised) January 01, 2009
IFRS 3 - Business Combinations January 01, 2009
IFRS 7 - Financial Instruments: Disclosures July 01, 2008
IFRS 8 - Operating Segments January 01, 2009
IFRIC 12 - Service Concession Arrangements January 01, 2009
IFRIC 13 - Customer Loyalty Programs July 01, 2008
IFRIC 14 - The Limit on Defined Benefit Asset, January 01, 2008

   Minimum Funding Requirements and their Interactions

The Company expects that the adoption of the above standards and interpretations will have
no material impact on the Company's financial statements in the period of initial application
other than certain changes and enhancements in presentation and disclosures.
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3.3 Significant accounting estimates and judgments

The preparation of financial statements in conformity with approved accounting standards
requires the use of certain critical accounting estimates. It also requires management to
exercise its judgments in the process of applying the Company’s accounting policies.
Estimates and judgments are continually evaluated and are based on historic experience
and other factors, including expectations of future events that are believed to be reasonable
under the circumstances. Revisions to accounting estimates are recognised in the period in
which the estimate is revised and in any future periods affected.

In the process of applying the Company’s accounting policies, management has made the
following estimates and judgments which are significant to the financial statements:

Note

Useful lives of assets and method of depreciation 3.4
Defined benefit plan 3.12
Provision for taxation - current and deferred 3.14

3.4 Fixed assets and depreciation

Property, plant and equipment

Owned

Operating property, plant and equipment except for freehold and leasehold land are stated
at cost less accumulated depreciation and accumulated impairment losses, if any. Freehold
land, leasehold land and capital work-in-progress are stated at cost.

Depreciation is charged to profit and loss using straight line method so as to write off the
historical cost of the assets over their estimated useful lives at the rates specified in Note
4.1.  Depreciation on additions is charged from the month in which the asset is available
to use and on disposals up to the month the respective asset was in use. Assets residual
values, useful lives and methods are reviewed, and adjusted, if appropriate, at each financial
year end.

The carrying values of property, plant and equipment are reviewed at each reporting date
for indication that an asset may be impaired and carrying values may not be recovered. If
any such indication exists and where the carrying values exceed the estimated recoverable
amount, the assets or cash generating units are written down to their recoverable amount.
The recoverable amount of property, plant and equipment is the greater of net selling price
and value in use.

Maintenance and normal repairs are charged to profit and loss as and when incurred. Major
renewals and improvements, if any, are capitalized when it is probable that respective future
economic benefits will flow to the Company.

An item of property, plant and equipment is derecognised upon disposal or when no future
economic benefits are expected from its use. Gains and losses on disposals are determined
by comparing proceeds with the carrying amount of the relevant assets. These are included
in the profit and loss account in the period in which they arise.

Leased

Assets held under finance lease are stated at cost less accumulated depreciation and
accumulated impairment losses, if any. These are accounted for by recording the asset at
the lower of present value of minimum lease payments under the lease agreements and the
fair value of asset acquired. The related obligation under the lease is accounted for as
liability. Financial charges are allocated to the accounting period in a manner so as to provide
a constant periodic rate of charge on the outstanding liability.

···
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Depreciation is charged to the profit and loss applying the straight-line method at the rates
stated in note 4.1 below.

Change in accounting estimate

During the year, the Company has made a change in accounting estimate in respect of
residual value of vehicles. The residual value of vehicles is now considered to be 20 percent
of their original cost to comply with the requirements of International Accounting Standard
– 16 “Property, Plant and Equipment”, whereas the same was previously considered to be
insignificant.

The above change has been accounted for as a change in accounting estimate in accordance
with the requirements of International Accounting Standard (IAS) – 8 “Accounting Policies,
Changes in Accounting Estimates and Errors” whereby the effects of these changes are
recognized prospectively.

Had the Company not made the above referred change in accounting estimate, profit before
tax for the year would have been lower by Rs. 2,883,986/-.

3.5 Capital work in progress

These are stated at cost less accumulated impairment losses, if any. All expenditure connected
with specific assets incurred during installation and construction period are carried under
this head. These are transferred to specific assets as and when these assets are available for
use.

3.6 Stores

Stores are valued at lower of moving average cost and net realizable value.

3.7 Stock in trade

These are valued at lower of cost and net realizable value. Cost is determined as follows:

Raw, packing and promotional material-   at moving average cost

Work-in-process and finished goods -   at cost of material as above plus 
    proportionate production overheads

Trading goods – food items -   at cost on first-in-first-out basis

Trading goods – wrist watches -   at cost on moving average basis

Stock in transit -   at invoice value plus other charges 
                   paid thereon

Net realizable value represents estimated selling prices in the ordinary course of business
less the estimated cost of completion and the estimated cost necessary to make the sale.

3.8 Trade debts

Trade debts are carried at original invoice amount less an estimate made for doubtful
receivables based on review of outstanding amounts at each quarter end. Balances considered
bad and irrecoverable are written off when identified.

3.9 Loans, advances and other receivables

These are stated at cost less provision for doubtful balance, if any.
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3.10 Investments

The investments of the Company, upon initial recognition, are classified as investment at
fair value through profit or loss, held to maturity investment or available for sale investment,
as appropriate. The Company determines the classification of its financial assets after initial
recognition and, where allowed and appropriate, re-evaluates this designation at each financial
year-end.

When investments are recognized initially, they are measured at fair value, plus, in the case
of investments not at fair value through profit or loss, directly attributable transaction costs.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss includes financial assets held for trading
and financial assets designated upon initial recognition as at fair value through profit or
loss.

Investments which are acquired principally for the purpose of generating profit from short
term fluctuations in price or dealer’s margin are classified as held for trading. After initial
recognition, these are stated at fair values with any resulting gains or losses recognised
directly in the profit and loss account. Transaction costs are charged to profit and loss
account when incurred.

Held-to-maturity investments

Investments with fixed or determinable payments and fixed maturity where management
has both the positive intent and ability to hold to maturity are classified as held to maturity
and are stated at amortised cost using the effective interest method. Gains and losses are
recognised in profit or loss when the investments are derecognised or impaired, as well as
through the amortisation process.

Available for sale investments

Investments which are intended to be held for an indefinite period of time but may be sold
in response to the need for liquidity or changes in interest rates are classified as available
for sale. After initial measurement, these are stated at fair values (except for unquoted
investments where active market does not exist) with unrealised gains or losses recognised
directly in equity until the investment is disposed or determined to be impaired. At the time
of disposal, the cumulative gain or loss previously recorded in equity is recognised in the
profit and loss account.

3.11 Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents consist of cash in hand
and balances with banks, cheques in hand, deposits held at call with banks and other
short-term  highly liquid investments with original maturities of three months or less.

The fair value of investments that are actively traded in organized financial markets is
determined by reference to quoted market bid prices at the close of business on the balance
sheet date.

3.12 Staff retirement benefits

a) Defined benefit plan

The Company operates an approved defined funded gratuity scheme for all its
permanent employees. Contributions to the fund are made based on actuarial
recommendations.The most recent actuarial valuation was carried out as at June
30, 2008 using the Projected Unit Credit Method. Staff retirement benefits are
payable to staff on completion of prescribed qualifying period of service under the
schemes. Actuarial gains and losses are recognized as income or expense when the
cumulative unrecognized actuarial gains or losses for each individual plan exceeds
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10% of the higher of present value of defined benefit obligation and fair value of
plan asset. These gains or losses are recognized over the future expected remaining
working lives of employees.

b) Defined contribution plan

A recognized provident fund scheme is in operation, which covers all permanent
employees. The Company and the employees make equal contributions at the rate
of 9% of the basic salary plus cost of living allowance. Contribution of the Company
is charged to income for the year.

3.13 Compensated absences

The Company provides for its estimated liability towards leaves accumulated by employees
on an accrual basis using current salary levels.

3.14 Taxation

Current

The charge for current taxation is based on taxable income at the current rates of taxation
after taking into account applicable tax credits, rebates and exemptions available, if any,
or on one-half percent of turnover under section 113 of the Income Tax Ordinance, 2001,
which ever is higher.

Deferred

Deferred tax is recognized using the balance sheet liability method, on all temporary
differences arising at the balance sheet date between the tax base of assets and liabilities
and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognized for all taxable temporary differences. Deferred tax
assets are recognized for all deductible temporary differences to the extent that it is probable
that the future taxable profits will be available against which the assets may be utilized.
Deferred tax assets are reduced to the extent that it is no longer probable that the related
tax benefit will be realized.

The carrying amount of deferred tax asset is reviewed at each balance sheet date and reduced
to the extent that it is no longer probable that sufficient taxable profits will be available to
allow all or part of the deferred tax asset to be recognized. Unrecognized deferred tax assets
are reassessed at each balance sheet date and are recognized to the extent that it has become
probable that future taxable profit will allow deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply
to the period when the asset is realised or the liability is settled, based on the tax rates (and
tax laws) that have been enacted or substantively enacted at the balance sheet date.

3.15 Trade and other payables

Liabilities for trade and other payables are carried at cost which is the fair value of the
consideration to be paid in the future for the goods and services received, whether or not
billed to the Company.

3.16 Provisions

Provisions are recognized when the Company has a present legal or constructive obligation
as a result of past events and it is probable that an outflow of resources embodying economic
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benefits will be required to settle the obligation and a reliable estimate of the amount can
be made. Provision are reviewed at each balance sheet date and adjusted to reflect the current
best estimate.

3.17 Foreign currency translations

Foreign currency transactions are translated into Pak Rupees (functional currency) using
the exchange rates prevailing at the dates of the transactions. Monetary assets and liabilities
in foreign currencies are translated into Pak Rupees using the exchange rate at the balance
sheet date. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translations at the year end exchange rates of monetary assets
and liabilities denominated in foreign currencies are taken to income currently.

3.18 Financial instruments

Financial instruments carried on the balance sheet include investments, loans, deposits,
trade debts, other receivables, cash and cash equivalents, trade and other payables. The
particular recognition methods adopted are disclosed in the individual policy statements
associated with each item.

All the financial assets and financial liabilities are recognized at the time when the Company
becomes a party to the contractual provisions of the instrument and are derecognised in
case of assets, when the contractual rights under the instrument are realised, expired or
surrendered and in case of liability, when the obligation is discharged, cancelled or expired.

3.19 Offsetting of financial assets and financial liabilities

A financial asset and a financial liability is only offset and the net amount is reported in
the balance sheet if the Company has legally enforceable right to setoff the recognized
amount and intends either to settle on a net basis or to realize the asset and settle the liability
simultaneously. Income and expenses arising from such assets and liabilities are also offset
accordingly.

3.20 Borrowings costs

Borrowing costs are recognized as an expense in the period in which they are incurred.

3.21 Revenue recognition

Revenue from sale of goods is recognized when the significant risks and rewards of ownership
of the goods have passed to the buyer which generally coincides with dispatch of goods to
customers.

Interest income is recognized on an accrual basis.

Dividend income is recognized when the right to receive the same is established.

3.22 Dividend and appropriation to reserves

Dividend and appropriation to reserves are recognized in the financial statements in the
period in which these are approved.

3.23 Transaction with related parties

All transactions with related parties are carried out by the Company using the methods
prescribed under the Ordinance.

3.24 Impairment

The carrying amounts of the Company’s assets are reviewed at each balance sheet date to
determine whether there is any indication of impairment loss. If such indication exists, the
asset’s recoverable amount is estimated in order to determine the extent of the impairment
loss, if any. Impairment losses are charged to income in the period in which they arise.
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4. PROPERTY, PLANT AND EQUIPMENT

Operating property, plant and equipment 4.1 82,389,937 56,266,091
Capital work in progress – 3,232,116

82,389,937 59,498,207

4.1 Operating property, plant and equipment

2008
Rupees

Note 2007
Rupees

Freehold land

Leasehold land

Building on
leasehold land

Office premises

Plant and
machinery

Furniture and
fittings

Office equipment

Tools and
equipment

Vehicles

Computer and
data processing
equipment

Total - 2008

1,636,307

4,913,666

20,102,825

1,203,197

64,835,914

5,356,146

1,633,998

1,311,853

24,002,238

3,854,671

128,850,815

2008

Description Note

As at
July 01,

2007

Additions/
(disposals)/
*transfers

As at
June 30,

2008

As at
July 01,

2007

For the year
(disposals)/
*transfers

As at
June 30,

2008

Book
Value at
June 30,

2008

Dep.
Rate

% per
annum

COST ACCUMULATED DEPRECIATION

(Rupees)

-

-

11,433,391

-

13,042,703
(1,711,949)
*(355,429)

3,167,633
(4,543)

*(98,569)

817,078
(8,390)

*138,956

1,632,780
(62,500)

*220,486

3,075,176
(2,323,400)

2,107,346
(467,468)

*94,556

35,276,107
(4,578,250)

1,636,307

4,913,666

31,536,216

1,203,197

75,811,239

8,420,667

2,581,642

3,102,619

24,754,014

5,589,105

159,548,672

-

-

12,113,673

1,018,568

37,349,563

4,488,721

1,205,390

929,406

12,437,807

3,041,596

72,584,724

-

-

1,213,162
*(123,921)

134,933
*49,696

4,409,287
(1,711,949)

*(1,124,354)

423,014
(4,543)

*57,913

270,110
(8,390)

*(71,293)

258,013
(62,500)

*339,124

462,596
(1,314,207)

*947,525

880,628
(448,184)
*(2,649)

8,123,784
(3,549,773)

1,636,307

4,913,666

18,333,302

-

36,888,692

3,455,562

1,185,825

1,638,576

12,220,293

2,117,714

82,389,937

-

-

5

15

10

15

15

15

25

33

-

-

13,202,914

1,203,197

38,922,547

4,965,105

1,395,817

1,464,043

12,533,721

3,471,391

77,158,735




