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Notes to the Financial Statements for the year ended  June 30, 2011

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. BASIS OF PREPERATION

2.1    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 (IFRSs) issued by the International Accounting Standards Board (IASB) 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.

2.2    Accounting convention

These financial statements have been prepared on the basis of historical cost convention except for
held to maturity and available-for-sale investments that have been measured at amortized cost and
fair value in accordance with IAS - 39 "Financial Instruments; Recognition and Measurement".

2.3     New and amended standards and interpretations

The accounting policies adopted in the preparation of these financial statements are consistent with
those of previous financial year except as disclosed below:

The Company has adopted the following new and amended IFRS and IFRIC interpretations which
became effective during the year:

IFRS 2 - Group Cash-settled Share-based Payment Arrangements

IAS 32 - Financial Instruments: Presentation - Classification of Rights Issues (Amendment)

IFRIC 19 - Extinguishing Financial Liabilities with Equity Instruments

Improvements to various standards issued by IASB

Issued in 2009

IFRS 5 - Non-Current Assets Held for Sale and Discontinued Operations
IFRS 8 - Operating Segments
IAS 1 - Presentation of Financial Statements
IAS 7 - Statement of Cash flows Presentation of Financial Statements
IAS 17 - Leases
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IAS 36 - Impairment of Assets
IAS 39 - Financial Instruments: Recognition and Measurement

Issued in May 2010

IFRS 3 - Business Combinations
IAS 27 - Consolidated and Separate Financial Statements

The adoption of the above standards, amendments / improvements and interpretations did not have
any material effect on the financial statements.

2.4 Standards and interpretations issued but not yet effective for the current financial year

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

Standards or interpretation Effective date (accounting periods 
          beginning on or after)

IAS 1 - Presentation of Financial Statements - Amendments to
            revise the way other comprehensive income is presented July 01,  2012

IFRS 7 - Financial Instruments : Disclosures - Amendments
              enhancing disclosures about transfers of financial assets July 01,  2011

IAS 12 - Income Tax (Amendment) - Deferred Taxes :
Recovery of Underlying Assets January 01, 2012

IAS 19 - Employee Benefits - Amended Standard resulting from the
Post-Employment Benefits and Termination Benefits
projects January 01, 2013

IAS 24 - Related Party Disclosures  (Revised) January 01, 2011
IFRIC 14 - Prepayments of a Minimum Funding Requirement

                 (Amendment) January 01, 2011

The Company expects that the adoption of the above revisions, amendments and interpretations of
the standards will not have any material effect on the Company’s financial statements in the period
of initial application, except certain additional disclosures.

In addition to the above, amendments to various accounting standards have also been issued by the
IASB. Such improvements are generally effective for accounting periods beginning on or after
January 01, 2011. The Company expects that such improvements to the standards will not have any
material impact on the Company’s financial statements in the period of initial application.

Further, the following new standards have been issued by IASB which are yet to be notified by the
Securities and Exchange Commission of Pakistan (SECP) for the purpose of applicability in Pakistan.

IASB Effective date
Standard (annual periods beginning on or after)

IFRS 9 - Financial Instruments January 01, 2015
IFRS 10 - Consolidated Financial Statements January 01, 2013
IFRS 11 - Joint Arrangements January 01, 2013
IFRS 12 - Disclosure of Interests in Other Entities January 01, 2013
IFRS 13 - Fair Value Measurement January 01, 2013
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2.5      Significant accounting judgments, estimates and assumptions

The preparation of the Company’s financial statements requires management to make judgments,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and
liabilities, and the disclosure of contingent liabilities, at the end of the reporting period. However,
uncertainty about these assumptions and estimates could result in outcomes that require a material
adjustment to the carrying amount of the asset or liability affected in future periods.

In the process of applying the 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 3.1

� Provision for doubtful debts 3.5

� Defined benefit plan 3.9

� Provision for taxation - current and deferred 3.11

� Recognition of tax refunds due from government 13

� Contingencies 20.1

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1 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 and leasehold
land 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. Depreciation on
additions is charged from the month in which the asset is available for 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.
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3.2 Intangible asset

An intangible asset is recognized if it is probable that the future economic benefits that are attributable
to the asset will flow to the enterprise and the cost of such assets can also be measured reliably.

Generally, cost associated with developing and maintaining the computer software programmes are
recognized as an expense as incurred. However, cost that are directly associated with identifiable
software and have probable economic benefit exceeding the cost beyond one year, are recognized
as intangible asset. Direct costs include the purchase cost of software and related overhead cost.

Expenditure which enhances or extends the performance of computer software beyond its original
specification and useful life is recognized as a capital improvement and added to the original cost
of the software.

These are stated at cost less accumulated amortization. Amortization is charged on a straight line
basis over the useful lives of the assets, not exceeding three years.

3.3 Stores  and spares

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

Spares are charged to Profit and Loss accounts as and when purchased.

3.4 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.

3.5 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.

3.6 Loans, advances and other receivables

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

3.7 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.

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.

3.8 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.

3.9 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, 2011 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 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.

3.10 Compensated absences

The Company provides for its estimated liability towards leaves accumulated by employees on an
accrual basis using current salary levels.
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3.11 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 and tax rebates available, if any. The tax charge as calculated
above is compared with turnover tax under section 113 of the Income Tax Ordinance 2001, and
whichever is higher is provided in the financial statements.

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.

3.12 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.

3.13 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 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.

3.14 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.
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3.15 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.

3.16 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.

3.17 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.

Return on bank deposits is recognized on a time proportion basis on the principal amount outstanding
and at the rate applicable.

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

3.18 Dividend and appropriation to reserves

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

3.19 Transaction with related parties

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

3.20 Impairment

3.20.1 Financial assets

A financial asset is assessed at each reporting date to determine whether there is any objective
evidence that it is impaired. A financial asset is considered to be impaired if objective evidence
indicates that one or more events have had a negative effect of the estimated future cash flows of
that asset.

3.20.2 Non-Financial assets

The carrying value of non-financial assets other than inventories and deferred tax assets are assessed
at each reporting date to determine whether there is any indication of impairment. If any such
indications exists, then the recoverable amount is estimated. An impairment loss is recognized, as
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an expense in the profit and loss account, for the amount by which an asset’s carrying amount
exceeds its recoverable amount. The recoverable amount is the higher of the asset’s fair value less
cost sell and value in use. Value in use is determined through discounting of the estimated future
cash flows using a discount rate that reflects current market assessments of the time value of money
and the risk specific to the asset. For the purpose of assessing impairment, assets are grouped at
the lowest levels for which there are separately identifiable cash flows (cash generating units).

3.21 Functional and presentation currency

These financial statements are presented in Pakistani Rupees, which is Company’s functional and
presentation currency.
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Details of Property, plant and equipment sold is given in Note 36.
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Remuneration

House rent

Bonus

Retirement benefits

Motor vehicle expenses

Others

Number of persons

1,111,200
388,800

-
-
-
-

1,500,000

1

1,111,200

   388,800

    -

-

-

-

1,500,000

1

6,787,879
3,036,319
1,223,057

607,088
791,641
930,608

13,376,592
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  9,284,163

 4,183,947

1,961,731

820,421

999,318

1,249,273

18,498,853

11

7,899,079
3,425,119
1,223,057

607,088
791,641
930,608

14,876,592

10

10,395,363

4,572,747

1,961,731

820,421

999,318

1,249,273

19,998,853

12

Chief Executive Executives Total

2011 2010 2011 2010 2011 2010
(Rupees)
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2011
Rupees

Profit or
loss

Equity

Accounting year end
Rupees

Cash and
bank

balancesCommitments
Bills

payable

June 30, 2011 113,728,703 71,209,339 18,931

June 30, 2010 168,166,596 48,178,120 59,964
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Long term deposits

Trade and other payables

Accrued mark up
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   31,154,748

407,769

35,322,017

-

352,284,527

-

352,284,527

-

1,618,743

-
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Long term deposits

Trade and other payables

Accrued mark up

         3,309,500

  31,093,614

      18,582

34,421,696

-

332,584,229

-

332,584,229

-

1,804,553

-

1,804,553

3,309,500

365,482,396

18,582

368,810,478
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Net sales

Gross profit

Distribution costs

Administrative expenses

Segment results

1,319,834)

260,935)

(189,657)

(16,746)

54,532)
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    21,063)

7,782)

(9,343)

-

(1,561)

1,340,897)

268,717)

(199,000)

(16,746)

52,971)

1,215,128)

    254,031)

    (201,492)

        (20,091)

32,448)

    26,144)

    8,222)

   (11,009)

       -

    (2,787)

1,241,272)

262,253)

(212,501)

(20,091)

    29,661)

Rupees in 000
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Other operating expenses

Other operating income

Finance costs

Taxation

Profit after taxation

(7,352)

19,544)

(1,785)

(23,821)

(13,414)

39,557)

      (6,184)

10,155)

(1,647)

(16,902)

(14,578)

15,083)

Assets

Segment assets

Unallocated corporate assets

Liabilities

Segment liabilities

Unallocated corporate liabilities

Capital expenditure

Depreciation and amortization

745,655

-

745,655

412,296

-

412,296

1,928

9,384

 20,580

        -

20,580

          1,559

       -

          1,559

     73

477

766,235

  46,522

812,757

413,855

3,266

417,121

2,001

9,861

707,158

-

707,158

387,350

 -

387,350

4,173

11,696

27,573

         -

27,573

307

    -

307

  -

625

734,731

  27,006

761,737

387,657

4,374

392,031

4,173

12,321
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Rupees

Cost Book
value

Accumulated
depreciation

Sales
proceeds

Gain/
(loss)

Particulars of
buyers

Particulars Mode of
disposal

168,000 150,491 17,509 30,000 12,491 Negotiation

Computer & Accessories

Colgate Palmolive (Pakistan)
Limited - A Related Party,
Lakson Square Building
No.2, Sarawar Shaheed
Road, Karachi.

Items having book value
upto  Rs. 50,000

30,663,468Leasehold land 30,663,468 30,663,468 Negotiation Colgate Palmolive (Pakistan)
Limited - A Related Party,
Lakson Square Building
No.2, Sarawar Shaheed
Road, Karachi.Vehicles

Toyota Corolla Mr. Diamond Pirani
House No. C-21,
Noor Apartment,
Block"E" North
Nazimabad, Karachi.

790,000 632,000 158,000 650,000 492,000 Bid

Mr. Fazal Hussain Akbar
(Ex-Employee of the
Company) 1004-A,
Clifton View, Near Teen
Talwar Frere Town, Karachi.

1,309,000 1,047,200 261,800 428,940 167,140 Maturity of
Company
car scheme

Toyota Corolla

Mr. Ahmed Ali
House No. 1022, Sector
14/D, Azizabad, Orangi
Town, Karachi

49,000 39,200 9,800 5,000 (4,800) BidItems having book value
upto Rs. 50,000

7,268,000 4,696,408 2,571,592 4,396,732 1,825,140

Colgate Palmolive (Pakistan)
Limited - A Related Party,
Lakson Square Building
No.2, Sarawar Shaheed
Road, Karachi.

1,269,000 475,875 793,125 793,125 - NegotiationToyota Corolla

Century Publications (Private)
Limited - A Related Party,
Plot No. 5, Express Way, Off:
Korangi Road, Karachi.

1,169,000 935,200 233,800 750,000 516,200 NegotiationToyota Corolla

Mr. Muhammed Ali
House No. A-712 Block "R"
North Nazimabad, Karachi.

344,000 275,200 68,800 325,000 256,200 BidSuzuki Ravi Pick Up

Mr. Waheed ullah Khan
(Ex-Employee of the
Company) House No. B-
3454, Beraaj Road, Sukkur

491,000 392,800 98,200 230,000 131,800 NegotiationSuzuki Alto

Colgate Palmolive (Pakistan)
Limited - A Related Party,
Lakson Square Building
No.2, Sarawar Shaheed
Road, Karachi.

952,000 285,600 666,400 800,000 133,600 NegotiationSuzuki Liana

Centuty Insurance Company
Limited - A Related Party,
Lakson Square Building
No.3, Sarawar Shaheed
Road, Karachi.

335,000 268,000 67,000 200,000 133,000 Insurance
claim

Suzuki Bolan

Cybernet Services Company
(Private) Limited - A Related
Party, Lakson Square
Building No.3, Sarawar
Shaheed Road, Karachi.

560,000 345,333 214,667 214,667 - NegotiationSuzuki Cultus

38,099,468 4,846,899 33,252,569 35,090,200 1,837,6312011
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Zulfiqar Ali Lakhani
Chief Executive

Tasleemuddin Ahmed Batlay
Director


