Our ability to deliver our vision and create long-term value and benefit for our shareholders
and stakeholders emanates from our governance structure operated by the Board across
the Company.

COMPLIANCE WITH THE BEST CORPORATE PRACTICES

The Company is fully compliant to the requirements of the Listed Companies (Code of Corporate
Governance) Regulations, 2019. The Report issued by the auditors confirming the Listed
Companies (Code of Corporate Governance) Regulations, 2019 is contained in this report.

The Directors of the Company confirm compliance with the below:

a. Financial statements accurately represent the current standing of the Company, its
operations, cash flows and changes in equity

b. Books of accounts of the Company have been properly maintained

c. Internal control has been implemented and monitored by the Internal Audit function led by
the Head of Internal Audit supported by EY Ford Rhodes

d. The Company has followed the International Financial Reporting Standards (IFRS) in
preparation of financial statements

e. Departures from the IFRS, if any, have been adequately disclosed and explained
throughout this Annual Report. There is no material departure from the best practices of
corporate governance as per regulations

COMPLIANCE WITH LISTED COMPANIES (CODE OF CORPORATE GOVERNANCE)
REGULATIONS, 2019

Our Board is well versed with the new requirements of Listed Companies (Code of Corporate
Governance) Regulations, 2019 and has taken relevant steps to ensure compliance with
the same.

EXCEEDING LEGAL REQUIREMENTS

The Company strives to operate transparently, consistently, and timely comply with all prevailing
laws and regulations of Pakistan. We take pride in proactively complying with many additional
legal requirements which were not mandatory.

In addition to all the mandatory requirements of the laws and regulations of Pakistan, some
examples are given below:

a. The Code of Corporate Governance encourages that atleast half of the directors on the
Board of a Company must have completed the Directors' Training Program by 30 June
2020. Currently, as of 30 June 2020 all Directors are either trained or exempted from the
program

b. The Company has defined standards and guidance to the best of its ability that act as
security measures to protect employees, operations, property and information against the
threat of attacks, intrusions, loss, injury, damage or abuse including unauthorized
disclosure or access to information. Further as per OHSAS 18000, the Company
committed to prevent injury, ill health and continual improvement in Occupational Health &
Safety (OH&S) management and Occupational Health & Safety performance

c. The Board of Directors of the Company comprises of two female Directors.

REPORTING AND INVESTIGATING CONCERNS

We encourage people to speak up if they have any concerns relating to illegal or unethical
conduct or behavior that is inconsistent with our values. Anyone within the Company can raise
concerns or speak to the Whistleblowing Officer confidentially. We take every reported concern
seriously and review each one to understand whether a formal investigation is warranted. If our
investigations show that an employee has breached our policies, we take appropriate
disciplinary action.

INSIDE INFORMATION REGISTER
In compliance with the regulatory requirements, the Company ensures that it maintains Insider
Information Register, which is updated on a regular basis.

CONFLICT OF INTEREST AMONG BOARD MEMBERS

As per Code of Corporate Governance, every Director is required to bring to the attention of the
Board complete details regarding any material transaction which has a conflict of interest for
prior approval of the Board. The interested Directors neither participate in discussions nor vote
on such matters. Further, complete details of all transactions with related parties are submitted
to the Audit Committee which recommends them to the Board for approval in each quarter.
These transactions are also fully disclosed in the annual financial statements of the company.

Our Directors are reminded of insider trading and avoid in the dealing of shares during the
closed period. The Company’s Board has been constituted in compliance with the provisions
of the Companies Act, 2017. The members of the Board, including Non-Executive and
Independent Directors exercise full independence and highlight and recuse themselves in case
of any possible conflict of interest as is expected from their role. All observations / suggestions
of Board members during their proceedings are accordingly recorded.

RELATED PARTY TRANSACTIONS

Details of related party transactions are disclosed by the Company in note of the financial
statements. All related party transactions are carried out on an arm’s length basis and subject
to review and recommendation by the Audit Committee for approval of the Board.
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POLICY FOR SAFEGUARDING OF RECORDS
The Company effectively ensures the safety of its records which are retained as required to
meet legal, administrative, operational and other requirements of the Company.

WHISTLE BLOWING POLICY

The Company is committed to conducting the business with honesty and integrity. All members
of staff are expected to maintain high standards in accordance with applicable laws, regulations
and the Company Code of Conduct and are encouraged to promptly raise concerns of possible
misconduct, potential conflicts, or known breaches with the Company’s Code of Conduct, and
other company policies and procedures. In such instances, employees are encouraged to
report any nonconformity through their respective HRBPs or Line Managers. In some cases, the
transgression is also reported directly to the Whistleblowing Officer or Chairman Audit
Committee. Action is then taken by the Company accordingly.

PROTECTION FOR WHISTLEBLOWER

The Company does not tolerate retaliation against whistle blowers in any way and concerns can
be reported without fear of detrimental treatment. If the whistle blower raises concerns in good
faith, he or she will not be subject to any detrimental treatment including dismissal, disciplinary
action, threats or other unfavorable treatment.

The Company treats all questions and issues confidentially, where possible, while investigating
fairly, cooperating with governments, and complying with legal obligations.

CORPORATE BRIEFING SESSION

On October 15, 2019, the Company held its first successful Corporate Briefing session at Avari
Hotel Karachi. Syed Farhan Ali Rizvi (CFO) presented and briefed investors on the Company’s
financial performance and operational overview of the year.

Investors attending the event displayed great interest in the affairs of the Company. The
presentation was followed by a Q&A session which was well addressed to the satisfaction of the
audience.

Presentation from the Corporate Briefing Session can be viewed on the Company’s website
under “Investors” section.

REDRESSAL OF INVESTORS’ COMPLAINTS

The Company aims to provide its shareholders, potential shareholders and other stakeholders
with all relevant financial and similar information as effectively and as timely as possible, in order
to provide more insight into the Company and the sector. Further, the Company is committed to
ensure that grievances notified by the shareholders are handled and resolved efficiently at an
appropriate level.

Any complaints / reservations received from the investors are considered, discussed, resolved
and communicated in due course by appropriate level of authority in the Company.

Shareholders can submit a complaint through email i.e. (company.secretary@nfoods.com) which
is also available on the Company’s website in line with directives of SECP. The grievances can
also be notified through phone call or post to the Company.

The Company adheres to the practice of responding to shareholders’ complaints within
prescribed time from the receipt thereof. A letter/email in this regard is sent to the shareholders
with intimation to the Shares Registrar/SECP/Stock Exchange duly signed by the Company
Secretary.

INVESTORS’ SECTION ON WEBSITE

In order to provide ease of access to our shareholders and stakeholders, the Company’s latest
information for investors is available on our website, under the “Investor Relations”
(http://nfoods.com/). This page is updated regularly in order to provide transparent, adequate and
up to date information.

PERFORMANCE EVALUATION OF THE BOARD

The Board of Directors’ performance was evaluated by providing all members of the Board with
an Evaluation Questionnaire to assess the performance of Board. The members of the Board
were required to fill an online questionnaire. The evaluation was done on the basis of the
effectiveness of the Board’s performance.

CEO PERFORMANCE REVIEW

The CEO provides an overview of the Company’s performance to the Board and addresses any
specific questions of the Board members. The performance of the CEO is assessed through the
evaluation system set by National Foods Limited. The principle factors of evaluation include
financial performance, business processes, compliance, business excellence and people
management.

ROLE OF CHAIRMAN

The Chairman provides leadership and governance to the Board. The Chairman has the
responsibility to monitor and ensure the effective functioning of the Board. The Chairman
ensures that the Board as a whole plays a full and constructive part in the development and
determination of the organization’s strategies and policies. Furthermore, the Chairman also
ensures that the organization’s strategies are being fully implemented effectively. The Chairman
conducts the Board meetings and ensures that all Directors fully participate in the
decision-making procedure of the Board.

ROLE OF CHIEF EXECUTIVE OFFICER

The CEO leads the management in the day-to-day running of the organization’s business in
accordance with the business plans and within the budgets approved by the Board. The CEO
is also responsible for oversight of the directions of the Board, in accordance with the
Companies Act. It is the responsibility of the CEO to ensure that the organization’s resources
are allocated efficiently.
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DAYCARE REMODELING

Keeping in consideration the UN SDG # 5 — Gender Equality, we moved a step closer to
heightened sustainability by remodeling our in-house Daycare. In order to do so, we joined
hands with Ubuntu Care, expert in daycare services centered on the Finnish Model of Early
Childhood Development (ECD).

National Foods worked hand in hand with Ubuntu Care to formulate a holistic approach to
recognize children’s developmental milestones. This helped us wunderstand the
interconnectedness of Emotional, Physical, Mental, Cognitive and Psychosocial elements that
shape a child’s personality and make certain that the Daycare had requisites which catered to
such needs. The Daycare went through an intense overhaul which encompassed, but was not
limited to, an outdoor play area to cater to child growth.

As National Foods believes in interconnectedness in the corporate sector, it was decided that
the Daycare would not be limited to our employees but would also be accessible to the
employees working in different corporations. Through this remodeling, National Foods advanced
towards its aim to be one of the best places to work at!

BALANCE FOR BETTER

In an effort to improve the health and wellness
of the workforce, National Foods found it vital
to introduce Balance for Better (BFB), a
wellness program designed to foster good
health and fitness. The program not only
helped the employees increase their
productivity at work, but also positively
affected their emotional and mental
well-being which made them feel good about
all aspects of life, including work. The
comprehensive program revolved around a
multi-faceted approach to fithess under the
supervision of a professional trainer who
emphasized on age-appropriate balance and
flexibility sessions combining cardiovascular
and strength building. Besides this, a Yoga
class was also incorporated. It was an
Employee Wellness Program that National
Foods explored as the health of the
employees has always been of importance to
the company.

o
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s FOODs <

SINCE 15970

STRETCHING THE HORIZONS WITH BFB

Training to unwind with power yoga!
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HUMQADAM

In line with our agenda of Gender Equality and Women Empowerment
centered on UN SDG 5, the second session of Humgadam - our female
mentorship program was successfully conducted with the aim to provide
women with a platform where they could raise their voice and exterminate
any obstacle that hinders their advance through the corporate ladder. The
women were given an opportunity to interact with highly motivating and
encouraging female speakers who shared their stories on how they
reached the top of the corporate pyramid while inspiring and motivating
females to overcome any impediment that comes. The mentors were from
different walks of life and encouraged females to break the glass ceiling.
The session shed light on healthy work-life balance while raising
awareness of women’s need for support and encouragement. An
engagement activity was also conducted where inspiring female role
models were highlighted to drive commitment and dedication. Humgadam
sessions are conducted periodically to encourage every female that works
at NFL to reach for the stars!

BLOOD DONATION DRIVE

In alignment with our adherence to UN SDG 3 of Good Health and Well-being, National Foods
fulfills its social duty by hosting a Blood Donation Drive in collaboration with Indus Hospital at the
Corporate Office. Donating blood is a lifesaving act as it has a profound impact on those going
through life-threatening situations and medical procedures. Moreover, it is as beneficial for the
donor as well as it is for the recipient as it lowers risks of a range of diseases and improves
overall health. Therefore, active involvement and engagement was demonstrated by the
employees as they voluntarily contributed for this charitable event. More than 35 bottles of blood
were collected that day from the Corporate Office.
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PARTNERSHIP WITH MARIE ADELAIDE LEPROSY CENTRE (MALC)

In an attempt to fulfill its National responsibility and uphold the CSR strategy of Good Health and
Nutrition, National Foods joined hands with Marie Adelaide Leprosy Center (MALC) by donating
premium quality food products for patients and their families. In the COVID - 19 pandemic, the
most susceptible were those with pre-existing illness and weak immune system. Therefore,
National Foods aimed to ensure that minimum cases of malnutrition emerge which may further
weaken their immune system and put them at high risk of contracting the disease, by making
worthy contributions of healthy and nutritious food products.

COVID - 19 RATION DRIVE

National Foods has pledged to support afflicted populace during the pandemic by ensuring
sufficient provision of food and nutrition to underprivileged households across Pakistan. The
Company collaborated with Edhi Foundation to distribute ration to needy families in Gujranwala
in the month of May. The ration packs consisted of flour, daals, salt, spices, rice and ghee. 250
families living in the surrounding areas of Kamoke and Eminabad benefited greatly from the
Drive, which was carried out by our employees along with Edhi and local Government officials
and students from neighboring colleges.

Moreover, it partnered with Akhuwat Foundation to distribute ration through Corona Ration
Imdad in Karachi and Lahore. The company donated hygienic food products to ensure that
everyone has access to high-quality food.



Moreover, National Foods is also providing donation-in-kind by providing Saylani Amanghar
and Karachi Relief Trust with our high quality and hygienic products to be distributed in the
community. These products comprise of everyday items to be used in the kitchen as well as on
the meal tables.

PROVISION OF RAPID TESTING KITS

As health, safety, and optimal well-being of the workforce during the pandemic held utmost
priority, NFL took an initiative to provide its employees and customers with Rapid Testing Kits
as screening measures for early detection of COVID-19. As an added Customer Centric course
of action, employees were randomly selected from Salesforce and Plants to be tested, cost
incurred to the company. It was ensured that whoever tested positive was catered through
additional Corona Tests.

As an additional conscientious measure, the employees were also given access to these testing
kits for personal use.

DONATIONS TO COMBAT COVID - 19

For the Provision of PPEs to the healthcare workers, National Foods partnered with the
Government of Sindh to provide assistance to Healthcare teams deputed at Indus Hospital
so that these frontline warriors could continue their fight against the deadly pandemic. So far,
assistance has been provided for 700 PPEs.

Moreover, Karachi Relief Trust is collaborating with Indus Hospital for the design and
manufacturing of a High-Dependency Unit (HDU) for COVID-19 patients. ATC Holdings and
NFL contributed an amount slightly above Rs 5 Million to Karachi Relief Trust, enabling them
to add more beds to the modular unit at Indus Hospital.

BREAST CANCER AWARENESS CAMPAIGN

In honor of Breast Cancer Awareness Month, National Foods took a step to educate women on
self-assessment for early diagnosis and better prognosis of Breast Cancer. Advancing towards
the pillar of UN SGD # 3 of “Good Health and Well-being”, we joined hands with one of the
prominent cancer hospitals in the nation; Shaukat Khanum Memorial Cancer Hospital and
Research Centre in an attempt to increase breast cancer awareness.

In order to be successful in our efforts to support women, our breast cancer program was
structured and tailored to fit individual needs. Healthcare practitioners provided comprehensive
guidance and helped deliver the importance of early detection of breast cancer.

INTERNATIONAL RECOGNITION BY UNICEF

National Foods Limited was endowed with international recognition by UNICEF (United
Nations International Children’s Emergency Fund) at a National Dialogue on Early Childhood
Development — ECD which is a subcategory of the UN SDG # 4 i.e. Quality Education.

The conference had representatives from Professors at Harvard; New York University; Uskudar
University of Istanbul; Department of Planning, Development and Reforms - MPDR,
Economists from World Bank; Ministry of Education; Members of National Assembly and
Ministry of Human Rights.

National Foods Limited’s Family Friendly Policies were presented at the Forum and were highly
valued by UNICEF’s representatives as a significant accomplishment in providing a safe,
healthy, and sustainable work environment for our employees. This notable feat resulted in
UNICEF to join hands with National Foods Limited to construct a Framework for a Provincial
ECD Policy for the future.
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UNITED NATIONS WOMEN EMPOWERMENT PRINCIPLES (WEPS)

National Foods Limited joined hands with UN Women by signing up for Women Empowerment
Principles (WEPs) in its effort to establish an inclusive environment that fosters gender equality
and women empowerment. Post rigorous screening by their Head Office in New York, we were
warmly welcomed and added to their global list of signatories that comprises of more than
2000 corporate giants worldwide.

We have always been actively engaged in multiple initiatives rooted in the UN Sustainable
Development Goals (SDGs). We have developed Family Friendly Policies which encompass
flexible work timings, telecommuting, health and awareness programs, maternal and paternal
leaves, along with an in-house Daycare Facility. Partnering with UN Women and the UN Global
Compact Office resulted in NFL to build on WEP # 2 which inspired the organization to promote
gender equality, respect human rights and support nondiscrimination.

Hence, the company will now be progressing to further fulfill its commitment to recruit diverse
talent and provide equal opportunities whilst receiving guidance from the UN Women itself.
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FINANCIAL HIGHLIGHTS OF THE COMPANY

On behalf of the Board of Directors, | am pleased to present a review on Annual Report of National Foods
Limited (the “Company”) for the year ended June 30, 2020. The Financial Year 2019-20 has been another
year of relatively high performance and growth for the Company, despite the COVID-19 pandemic. On
consolidated basis, the company achieved a revenue of Rs. 39 billion and Rs. 1.65 billion profit after tax.

PAKISTAN’S ECONOMY LANDSCAPE & THE COMPANY’S PERFORMANCE

On the economic front, there has been uncertainty due to frequent fiscal and monetary policy changes
during the year. Fortunately, our company was falling under the category of essential services and it was
allowed to operate its production and supply facilities during the lockdown period, with standard
operating procedures (SOPs).

Consumer Price Index indicate increasing inflationary environment due to increase in price of fuel, raw
materials, packaging materials and financing cost, thus impacting the overall cost of doing business of the
company.

Due to devaluation in the Pakistani currency, Company’s international business NFDMCC and A-1
through exchange gain has positively impacted profit before tax. Despite economic challenges, the
Company has fared well in the competitive landscape and has increased 14% profit after tax (excluding
non-controlling interest), which can be read from the Director’s Report.

We continued our commitment of investing back in the society and community we operate in, which is
evident from the CSR activities mentioned in the report.

BOARD’S OVERVIEW & PERFORMANCE

The Board comprises of an appropriate mix of Directors in terms of relevant experience, with the primary
objectives providing strategic direction to the Company and supervising the management. The Board has
performed its duties and responsibilities diligently and has contributed effectively in steering the Company
in its strategic matters.

The Company is dedicated in enhancing shareholders value while continuing to manufacture products of

the highest quality with constant innovation, efficiency, and effective cost optimizing initiatives. We all
believe that every new challenge brings along new opportunities.

ACKNOWLEDGEMENTS

The Board acknowledges the outstanding work and ongoing dedication of the Company’s management
and staff throughout the outgoing year, despite a global pandemic.

In the end, | would like to personally thank all our stakeholders who have remained along our side
throughout the year and hope that the bonds we share continues to flourish.
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Chairman
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FELLOW SHAREHOLDERS,

The Directors of National Foods Limited are pleased to present the Annual Report along with the
financial results of the Company, which include both stand-alone and consolidated audited financial
statements, for the year ended June 30, 2020.

Business Performance Overview
Operating and financial performance

THE GROUP

The Group remained agile in the uncertain global circumstances and managed to maintain a healthy
mix of topline and bottom line growths. Top line posted a decent 18% growth over last year — which
was supplemented by cost and revenue transformation measures enabling steady gross margins
and 14% growth at the PAT levels.

CORE BUSINESS

Overall the fiscal year remained pretty testing. Fiscal measures at the start of the year, with economic
turnaround in process, followed by pandemic towards the end of quarter 2 — remained the highlights
for the year. Whilst the government has introduced relaxation measures against the Covid, the extent
and duration of the economic impact remains uncertain. This demanded a very ingenious response
to ensure that the interests of all stakeholders are safeguarded.

Net sales of the core business posted a healthy growth of 16%. This has been mainly a result of
brand and consumer led initiatives carried forward with increased momentum in the current year in
the Pakistan operations and partly due to the currency devaluation, which has positively impacted the
results of International Division. Gross profit improved slightly of 30bps owing to cost pressures and
partial pass on to consumers. The operating profitability grew by 21% fueled by the cost
transformation measures in the indirect costs.

The Company continued to invest in the new categories it entered in FY17 being Mayonnaise and
Savory Snacks - building momentum and base for further expansion — both territorial and product
portfolio. New categories will create growth opportunities for NFL product portfolio.
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A1 BAGS & SUPPLIES INC.

The business venture has benefited from the Group’s established policies and best practices.
Efficiencies are pouring into the business whilst investment in ERP, optimization of product mix and
pricing, rationalization of lines of business, effective working capital management and close review of
the investments continue to be the priority of the board. The net profitability numbers clearly reflect
the impact of all the above measures.

Key financial numbers of the Group for the fiscal year are summarized below:
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FY20 FY19 | Change | FY20 FY19 | Change

18% 16% 9,208 7,429 24%

8,367 6,984 20% 15% 39%
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Operating profit

1,872

36% 21% 74 96%

N

379

Net profit after tax* 14% 6% 130%

8.7
29.1% | 28.8%

Profit after tax

* This includes amortization of Rs. 13 million (2020: RS. 10 million) on intangible recognized on
consolidation of A1 Bags & Suppliers Inc.

Earnings per share (Rupees)

0.3% 32.6% | 32.9% | -0.4% | 21.9% | 19.4% 2.5%
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1.2% 9.3% 8.9% 0.4% 8.1% 5.1% 3.0%

-0.2% 6.4% 7.0% -0.6% 5.0% 2.7% 2.3%
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MARKETING AND PROMOTION

To maintain market share in the face of tough competition and meet its sales targets, NFL
remaining highly active with innovative marketing campaigns. Below were the key highlights:

A new communication for Recipe Mixes under the tag line “Nayi Soch ke Naye Zaige” was
launched in first half encouraging males to create an enabling environment for the women of the
house by sharing the domestic responsibilities. The TVC achieved the milestone of reaching
YouTube Asia Pacific Ads Leaderboard and became the most watched Ad on YouTube in Pakistan
in July with 18 Million Views.

After a comprehensive set of researches, usage of recipe mixes in everyday meals were identified
as a consumption gap uncaptured by the branded market, hence the Rozaana Range, with
variants for Daal, Sabzi and Sabzi Gosht, was launched to address this gap with a holistic ATL +
BTL marketing campaign, featuring ‘Real Lady Testimonials’ from actual consumers across
Pakistan endorsing the product.

Backed with the Launch of Karachi Khas Bombay Biryani, Karachi Attack Plan was launched with
450K consumer contacts with 63% trial generation and almost 10,000 Trade interactions achieved
— leading to NFL volume share in Karachi growing from 3.8% to 10.4%. The Trade was also

engaged with sampling of the Karachi Khas Bombay Biryani at more than 9,000 shops in Karachi .

The Recipe Princess program was revamped and activated in Karachi in 12 colleges with
professional chefs from COTHM. The program saw fantastic turnouts and helped the brand build
brand love & equity.

Trade Jirga events were held in 5 key KPK towns in order to expand the Rozana Range Market as
well as Bombay Biryani Karachi Khaas - 750+ trade interactions were achieved.

In the Pickle category, a new thematic was launched on digital under the tag line 'Chatkharon Ki
Chakachak', establishing various consumption occasions as well as projecting the diverse range
of SKUs and variants in our Pickle portfolio. In addition, Pickle documentary was aired on Digital
during July and August, which helped strengthen National’s brand image by showcasing safety
and hygiene standards followed during the pickle preparation process.

New Pickle PET Jars availability/ visibility drives across MT along with deployment of creative jar
shaped displays (OCDs) and POSM execution. Availability of new flavours; Carrot & Garlic Pickle
along with POSM drives.

Limited Edition Ramadan packaging for core variants (Mixed & Mango) was launched nationally,
supported by POSM and visibility drives.

In line with the brand’s objective of establishing flavor range versatility, functional copies focusing
on Mixed, Mango, Garlic and Chilli variants were aired on Digital in June ’20.

In Ketchup category, CP was executed during Eid ul Adha buying cycle “Free Biryani & Tikka
Masala with 950g Ketchup pouch” along with seasonal media airing burst and adaptation of jingle
in regional Sindhi language to capture consumer of interior Sindh.

To induce trials, a strategic collaboration was done with Food Panda where 40g Tomato Ketchup,
Chilli Garlic Sauce and Classic Mayo sachets were sampled in Karachi, Lahore and Islamabad with
the orders of fast food restaurants. This was seen as an excellent opportunity to generate trials
among competition brand users. The activity was backed by digital media promotions on Food
Panda and National Foods social media pages.

Sukkur region (Hyderabad, Sukkur, Larkana and Rahim Yar Khan) was activated using float and
cluster activation to create excitement in the market, generate trial and reward customers through
participation in lucky draws (40 mobile phones and 8 motor bikes).

To retain current consumers during Ramadan, a price-off consumer promotion (Rs. 20 off on 950g
TK / CG, Rs. 10 off on 475 TK / CG and Rs. 5 off on 235g TK / CG) was launched with Limited
Edition Packs, featuring Ramadan elements and price-off flashers.

“National Ketchup — D.LY. Iftaar Kit” was launched in Ramadan by taking a third-party vendor
on-board. The idea was to leverage upon vendor’s frozen food delivery network to generate trials
and enhance brand relevance of National Ketchup.

Being the Pioneers and Category drivers of Branded Salt, new packaging and new variant, Pink
Salt is launched and made available on top Modern Trade outlets throughout Pakistan.

In UAE, a 4-week instore promotion was carried out in November and December across 76
Carrefour & Lulu stores helping increase brand awareness, pull & visibility. Social media Ad recall
uplift over the promotion period achieved an over delivery of 122% along with LULUs sell out data
registering a 69% increase in tertiary sales over the promotion period vs the same period LY.

In North America, launched a digital campaign by the name of #100DaysOfNational aimed at equity
building by utilizing influencers, bloggers & key opinion leaders and allowing them to create
authentic, engaging, selling stories making fusion recipes via the Made Easy platform using
everyday National products for a period of 100 days.

OTHER KEY ACCOMPLISHMENTS

National Foods Limited’s Port Qasim, Gujranwala and SITE plants became successfully certified
with the globally renowned International Management System Standard on Occupational Health
and Safety i.e. ISO 45001: 2018. This made NFL the first amongst the top-tier food companies in
Pakistan to achieve this feat!

Seeking technology-driven growth, NFL entered a Joint Business Partnership with Google, to work
in areas of Digital Innovation, Building Brand Love and above all, excelling in Consumer Insights! It
also makes us the first local company in Pakistan to take such an initiative.
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This year has been an extremely exciting year in terms of our product range as multiple initiatives
were taken to expand our reach via diversity in both the product ranges. Scene On expanded its
availability and reach from just Karachi to 21 key towns and cities across Pakistan! Scene On also
launched two new flavours and to further fuel innovation, the brand launched a new range “XOXO”
in three delicious flavours.

The Rozana Range was launched to be a game-changer in the category by extending the Recipe
Mixes category into everyday meals. It is launched with three variants that tap into the everyday
meals of our consumers and drive category consumption to make Rozana ka khaana Khaas!

Bombay Biryani Karachi Khaas was launched along with the 360-degree Karachi Attack plan. With
complete belief in the product that will turn the tables for us in Karachi, we launched the
door-to-door sales program with wet sampling of the new product that tapped into 450,000
households! With an overwhelming trial rate and a healthy repeat purchase, the Karachi attack plan
along with the new product helped triple our share in Karachi.

Keeping in mind the expansion and more opportunities to target the international market, another
feather in the cap was added through the availability of our products at Walmart in the USA. We
have started with San Jose, California with an aim to cover 180 locations across USA.

OUR PEOPLE

In pursuit of keeping abreast with emerging trends in learning & development industry, National’s
House Of Learning & Development (NHOLD) launched an in-house Learning Management System
(LMS). Employees can learn & accelerate their functional and leadership development needs
through an online library of 30+ courses and counting. In the first six months of launching an
in-house learning management system, learners at NFL constituted a sum of 2,500+ E-learning
hours and counting. In order to strengthen the current capability of our Order Bookers, NHOLD has

invested a sum of 2,200 learning hours for improving the core competency in terms of a Sales Call.

In the spirit of continuous improvement, our Trailblazer Program 2020 has been revamped for
developing the leaders of tomorrow. Being an equal opportunity employer, National Foods Limited
has opened this program for all students across & beyond borders, receiving over 5000+
applicants from over 92 different universities. The testing of these students has been done through
Al driven gamified assessments in collaboration with The Talent Games.

CORPORATE SUSTAINABILITY:

Working upon UN SDG# 5 of Gender Equality, National Foods is working hand in hand with Ubuntu
Care to remodel the Daycare at the Corporate Office. With a professional approach to the project,
the Daycare will open its doors to not just children of NFL employees but will also be utilized by
other companies.

Family-Friendly policies of NFL were also recognized by UNICEF in November 2019 as we work to
identify partners to further our cause. As we introduced the policy of Medical Insurance for Parents,
and Paternity Leaves for our employees, we have got a step closer to our goal of Family Friendly
Policies and better work-life balance. NFL has signed up for the United Nation’s Women
Empowerment Principles (WEPs), in December 2019, joining the league of member companies to
improve our processes.

As health, safety, and optimal well-being of the workforce during the pandemic held utmost priority,
NFL took an initiative to provide its employees and customers with Rapid Testing Kits as screening
measures for early detection of COVID-19. As an additional conscientious measure, the employees
were also given access to these testing kits for use at homes for their family and friends.

NFL is also contributing generously to support the government and reputed humanitarian initiatives
in distributing food, essential supplies, and PPEs to the most vulnerable segments, including
hospitals. A Corona Ration Fund has been established whereby the contributions by employees
are being matched by the company. Distribution of ration has been done in Gujranwala with the
help of Edhi Foundation and support is provided to Karachi Relief Trust with over Rs. 5 Million for
the development of HDUs at Indus Hospital.

BUSINESS ETHICS

From the inception of the Company it has been and continues to be a policy that the Company and
all its employees maintain the highest ethical standards in the conduct of the Company’s business.
Our Code of Conduct constitutes a set of standards and rules which form an integral part of our
corporate culture and is a statement of who we are and how we work. They highlight business
principles, the Company's responsibilities towards its employees, and employee responsibilities
towards your Company. Along with good corporate governance, ethical behavior is a fundamental
part of everything that NFL does.

PRINCIPAL RISKS AND UNCERTAINTIES

The local business and political landscape has been generally uncertain over the course of the year,
especially with the uncertainty of tax reforms and revenue collection target gaps impacting
consumer and investor confidence. Volatile monetary policies have also dampened the economic
environment with increase in cost of funding. The Company has strategized well to ensure
competitive sustainable growth in the environment.

Based in the convenience food segment, NFL gross margins are dependent on key local and
imported inputs. There is uncertainty over prices due to adverse climatic changes. Low local output
results in additional imports hurting raw material pricing amid restricted price pass-on
opportunities in a highly competitive environment.
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Sharp devaluation of exchange rates during the fiscal year is expected to dent company gross
margins due to impact on prices of key inputs such as tomato paste and Aloo Bukhara. However,
with a fine balance of exports and imports, the company gets a natural hedging of the foreign
currency fluctuation.

Business continuity and disaster recovery plans (DRPs) are in place to ensure that the Company’s
production and sales operations are not disrupted. The DRPs cover all business aspects with
special focus on information technology and the ERP environment which spans multiple functions.
Detailed responsibilities of DRP lead, steering committee and key team members are defined to
ensure rapid response in the event of a business disruption.

The company’s financing incorporates an appropriate mix of debt and equity to ensure optimum
financial leverage and reduced cost. The Company is however susceptible to adverse changes in
interests rates due to increased borrowings exposure. The Company mitigates this through a
combination of financing options, such as running finance, money market loans and long-term
loans, through a variety of institutions. The Company is also availing discounted LTFF and ERF
against export performance.

The company has an in-house legal and reporting team, to ensure simultaneous compliance with
corporate legal framework and the financial reporting framework applicable to the company.
External legal and tax counsels are onboard and consulted wherever expert advice is required.

CONTRIBUTION TO THE NATIONAL EXCHEQUER

During the year, the contribution to the National Exchequer has further increased and the Company
paid over Rs 4,813 million (2019: Rs 4,105 million) to the government and its various agencies on
account of different government levies, including custom duty, sales tax and income tax. Moreover,
foreign exchange of Rs 1,613 million (2019: Rs 1,290 million) was also generated through export of
products which further reflects our participation in the national economy.

DIVIDEND:

The Board of Directors has recommended final cash dividend of Rs 5 per share and bonus
dividend of 1 share for every 4 shares held on the date of determination of entitlement to receive
dividend. Total standalone profit distributed by way of dividend amounts to 84% (2019: 57%)

COMPLIANCE WITH CODE OF CORPORATE GOVERNANCE:
The managerial objective of NFL is good corporate governance and compliance with best
practices. As required under Listed Companies (Code of Corporate Governance) Regulations,

2017 (the ‘Code’), the Company has adopted the Code in letter and spirit as follows.

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

Proper books of account of the Company have been maintained.

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

International Financial Reporting standards have been followed in preparation of financial
statements and any departure therefrom has been adequately disclosed.

The system of internal control is sound in design and has been effectively implemented and
monitored. The Board has constituted an Audit Committee consisting of four members,
including Chairman of the Committee. The chairman of Audit Committee is an independent
director and the Committee regularly meets as per requirements of the Code.

+ There has been no material departure from the best practices of corporate governance, as
detailed in the listing regulations.

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

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

+ A statement regarding key financial data for the last six years is annexed to this report.

The value of investments of Provident Fund based on Unaudited accounts was Rs 535 Million
as on June 30, 2020.

-Attendance to the Board of Directors, Human Resource & Remuneration Committee and Audit
Committee is annexed to the report.

PATTERN OF SHAREHOLDING

The pattern of shareholding of the Company is annexed to the report.

INTERNAL AUDITORS FUNCTION

Company’s internal Audit function is being looked after by the Head of Internal Audit, who is

assisted by the internal auditors M/s Ernst Young Ford Rhodes & Co. The Head of Internal Audit
reports directly to the Chairman of the Board Audit Committee.



EXTERNAL AUDITORS

The present auditors Messrs. KPMG Taseer Hadi & Co., Chartered Accountants are retiring which
makes them eligible for reappointment. On the recommendation of the Audit Committee, the Board
of Directors proposes the appointment of Messrs. KPMG Taseer Hadi & Co., Chartered
Accountants as the auditors until the next Annual General Meeting.

FORWARD LOOKING STATEMENT AND FUTURE OUTLOOK

The challenges for the coming financial year would mainly be to tackle the economic uncertainty
and lower purchasing power as a result of pandemic and currency devaluation risks due to
pressure on forex reserves. While the company will pursue a sustained strategy of managed
consolidation but at the same time find avenues of growth through opportunities that we can
invest in.

The company will continue to drive economies of scale which can be passed on to the consumer
in this much needed time of inflation. The company is increasing its efforts to enhance its
revenue-based channels and further sustained investments in Rural and Food Services which
will bring fantastic growth opportunities for next year. NFL has several effective strategies in
place to turn challenges into opportunities, which can be realigned to cope with a rapidly
evolving economic climate. We hope to create further value for our shareholders through these
effective strategies in the future.
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The Board would like to convey its earnest gratitude to all the people involved with NFL for
enabling it to flourish and deliver a constant performance over the last five years. Our people are
steadfast to the welfare of the Company and have showed their potential by overcoming the
numerous difficulties posed by the operating environment. We treasure their dedication and feel
highly obliged.

On behalf of Board of Directors

WAL

Chief Executive Officer Director

BOARD MEETINGS:

Mr. A. Majeed

Designation

Chairman

Meetings Attended

Mr. Abrar Hasan

Chief Executive Officer

Mrs. Noreen Hasan

Director

Mr. Zahid Majeed

Director

Mrs. Saadia Naveed

Director

Mr. Ehsan Ali Malik

Director

a|lw |~ |oa|lo| o

e

Mr. Towfig H. Chinoy

Director

AUDIT COMMITTEE MEETINGS:

Mr. Ehsan Ali Malik

Designation

Chairman

Meetings Attended

Mr. Zahid Majeed

Director

Mrs. Saadia Naveed

Director

.

AW | N

Mrs. Noreen Hasan

Director

HUMAN RESOURCE & REMUNERATION COMMITTEE MEETINGS:

Name Designation Meetings Attended
1 Mr. Towfig H. Chinoy Chairman 1
2 Mr. Zahid Majeed Member 1
3 Mr. Abrar Hasan Member 1
4 Mr. Ehsan Ali Malik Member

.. -
-
o |



117




DuPont Analysis
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Liquidity Ratios
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Financial Ratios
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Financial Statements at a Glance
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Financial Statements at a Glance

Profit and Loss Account (Rupees in Million)

35,000
30.000 28,713 (20,346)
25,000
20,000
15,000
10,000 (5,828)
5,000 |- (481)
251 2,309 1,651
-
Net Turnover Cost of sales Operating Expenses Finance Cost & Other Income Taxation Profit After Taxation
Other Charges

3.500 Cash Flow (Rupees in Million)

3,000 2,992

2,500

2,000

1,500 1,196

1,000

500 (225)
(559) (93)
Y 4 ——
(919)
(1,000)
(1,500)
Cash & Cash Operating Investing Financing Currency translation Cash & Cash
Equivalent 2018 Activities Activities Activities difference on cash Equivalent 2019

and cash equivalents




Financial Highlights

Our results compared to same period Last year at a Glance

FY-20

e Turnover up by 18 %

e Gross profit up by 20 %

* Profit after Taxation (excluding non-controlling interest) up by 14 %
e Earning per Share PKR 9.87 (Jun 30 2019 PKR 8.68)

Turnover by Business Operating Profit by Business
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25% 29%
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o ;
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Financial Highlights

Earnings Per Share (in Rupees)
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Financial Highlights

A. Profitability Ratios

Gross Profit Ratio %
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Return on Equity %
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Financial Highlights

Financial Highlights

D. Efficiency Ratios

2015 108.65 |
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B. Liquidity Ratios
Current Ratio
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C. Gearing Ratios

Debt to Equity Ratio%

25

2016
2017
2018
2019
2020

- 20 40 60 80 100 120 140

Receivables Days (No. of Days)
- 5.00 10.00 15.00 20.00 25.00 30.00 35.00
Payables Days (No. of Days)
- 5.00 10.00 15.00 20.00 25.00 30.00

Ignoring IFRS-15
recalssification,
inventory days would
have been 90.5

Ignoring IFRS-15
recalssification,
receivable days
would have been 15.2

Ignoring IFRS-15
recalssification,
payable days would
have been 24.5




Horizontal Analysis Vertical Analysis
2020 | 2019 [ 2018 | 2017 | 2016 | 2015 2020 [ 2019 | 2018 [ 2017 [ 2016 | 2015 |
% % % % % %
INCOME STATEMENT INCOME STATEMENT
Sales 18.39% 12.33% 28.66% 23.67% 16.05% 20.18% Sales 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
Cost of Sales 17.81% 16.00% 30.79% 25.45% 20.04% 19.63% Cost of Sales 70.86% 71.20% 68.95% 67.83% 66.87% 64.64%
Gross Profit 19.80% 4.19% 23.39% 20.09% 8.75% 21.21% Gross Profit 29.14% 28.80% 31.05% 32.17% 33.13% 35.36%
Administrative cost 8.83% 24.92% 75.46% (0.26%) 10.55% 24.93% Administration 4.32% 4.70% 4.23% 3.10% 3.85% 4.04%
Impairment loss on trade debts -2.77% -72.75% 100.00% 0.00% 0.00% 0.00% Distribution cost 15.86% 16.17% 19.17% 20.51% 19.77% 18.48%
Distribution cost 16.15% -5.26% 20.15% 28.39% 24.16% 15.48% Other operating cost 0.48% 0.54% 1.07% 0.65% 0.73% 1.05%
Other Operating Expense 5.84% -43.04% 110.64% 10.15% (18.88%) 45.23% Financial Charges 1.19% 1.17% 0.91% 0.62% 0.66% 0.38%
Administration, Distribution & Other Other Income 0.87% 1.02% 0.25% 0.59% 0.24% 0.85%
Opertating Exp and impairment 14.18% -3.00% 32.25% 23.32% 19.92% 18.09% Profit before Tax 8.04% 7.10% 5.43% 7.87% 8.36% 12.26%
Financial Charges 20.88% 44.85% 86.73% 17.58% 99.56% (50.08%) Taxation 2.29% 1.45% 0.68% 2.06% 2.49% 3.75%
Other Income 0.93% 364.36% (45.99%) 202.80% (67.14%) 41.35% Profit after taxation 5.75% 5.65% 4.76% 5.80% 5.87% 8.51%
Profit before Tax 33.97% 46.83% (11.04%) 16.16% (20.81%) 35.47%
Taxation 86.62% 140.74% (57.65%) 2.18% (22.89%) 35.47% BALANCE SHEET
Profit after taxation 20.43% 33.44% 5.52% 22.09% (19.89%) 35.47%
Issued, subscribed and paid up capital 5.20% 5.47% 11.71% 12.69% 19.63% 17.84%
BALANCE SHEET Unappropriated Profit 33.76% 35.16% 73.11% 65.83% 76.67% 78.24%
Non Controling Interest 3.66% 2.39% 4.44% 4.39%
Issued, subscribed and paid up capital 20.00% 20.00% 0.00% 0.00% 0.00% 0.00% Exchange revaluation reserve -0.36% 1.26% 1.27% 0.18% 0.11% 0.03%
Unappropriated Profit 21.29% 23.50% 20.35% 32.83% (10.98%) 31.97% Total Equity 42.26% 44.29% 90.53% 83.09% 96.42% 96.11%
Non controlling interest 93.46% 38.36% 9.54% 100.00% Long Term Obligations 15.48% 11.42% 9.47% 16.91% 3.58% 3.89%
Exchange revaluation reserve -135.96% 154.94% 671.33% 155.63% 203.41% 183.17% Total Long-term Liabilities and
Total Equity 20.55% 25.62% 18.07% 33.32% (8.87%) 24.68% shareholder equities 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
Long Term Obligations 71.12% 209.70% (39.28%) 629.64% (16.23%) (21.96%) Fixed Assets, CWIP & Intangibles 81.85% 92.42% 117.36% 92.81% 78.00% 53.63%
Total Long-term Liabilities and Other Non current assets 0.94% 0.65% 0.94% 0.83% 1.17% 1.20%
shareholder equities 30.92% 43.05% 8.37% 54.70% (9.16%) 21.85% Current Assets 100.41% 116.87% 128.86% 137.03% 176.38% 137.85%
Total Assets 183.20% 209.93% 247.15% 230.90% 255.57% 192.67%
Fixed Assets, CWIP & Intangibles 15.95% 12.64% 37.04% 84.03% 32.16% 22.04% Current Liabilites & Provisions 83.20% -109.93% 147.15% 130.90% 155.56% 92.67%
Other Non current assets 90.10% -1.36% 21.02% 10.45% (10.90%) 57.14% Net Assets 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
Current Assets 12.48% 29.75% 1.91% 20.19% 16.22% 8.77%
Total Assets 14.25% 21.51% 16.11% 39.64% 20.49% 12.39%
Current Liabilites & Provisions -0.92% 6.87% 22.04% 29.96% 52.48% 3.70%
Net Assets 30.92% 43.05% 8.37% 54.70% (9.16%) 21.85%
BALANCE SHEET ANALYSIS - ASSETS
[ Fixed Assets & CWIP [ Current Assets & Other Non current assets
BALANCE SHEET ANALYSIS - EQUITY & LIABILITIES
 Current Liabilites & Provisions E Shareholders' Equity E Non Current Liabilities 2015 _ i=|35
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201 | —— e
2017 | —cc p—— st e
2019 5848 1 7395 41
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[ 2020 | 2019 | 2018 | 2017 | 2016 | 2015 | 2020 | 2019 2018 2017 2016 2015
(Rupees in thousand)
(Rupees in Millions)
Cash received from customers 28,392,384 24,293,352 21,685,050 16,382,637 13,709,694 11,416,540
Cash flows from operating activities 2,992 1,923 1,311 1,425 490 1,414 Cash paid for goods & services (24,729,935)  (21,946,283)  (19,808,411) (14,463,131) (12,908,168) (9,742,647)
Cash flows (used in) investing activities @19 (.107) (1,676 (1,556) (812 (354) Cash generated from operations 3662449 2,347,060 1,876,639 1,019,506 801,526 1,673,803
Cash flows from / (used in) financing activities (559) (110) (1) 167 (732) (713)
Net increase / (decrease) in cash and cash equivalents 1,514 706 (367) 37 (554) 347 Financial cost pald CF (356,062) (269,647) (181,164) (1 02’522) (82,689) (53’490)
Cash and cash equivalents at the beginning of the year (225) (978) (624) (662) (110) (456) Net increase in long term deposits CF (6,767) 862 (6,716) (3,209) 3,789 (12,643)
Currency translation difference on cash Deferred rent CF (34,980) 2,455 17,596 1,898 - -
and cash equivalents (93) 46 12 1 2 - Retirement benefit obligation CF (34,912) (42,366) (6,023) (17,881) (23,876) (61,382)
Cash and cash equivalents at the end of the year 1,196 (225) (978) (624) (662) (109) Income tax refund / (paid) CF (238,190) (115,528) (389,804) (372,357) (208,625) (132,640)
Net cash flow from operating activities 2,991,538 1,922,845 1,310,528 1,425,435 490,125 1,413,738
Operating activities Purchase of property, plant & equipment CF (900,450) (952,272) (1,657,468) (1,299,100) (684,088) (467,793)
Purchase of intangible assets CF (8,240) (42,370) (42,031) (96,948) (46,958) (22,740)
The Company’s operating cash flow has increased at a CAGR of 33% over the past 6 years due to improved business Sale proceeds from disposal of property,
performance. plant and equipment CF 20,146 95,021 23,176 22,402 21,767 29,988
Investing activities Purchase of equity investment CF (30,000) - - - - -
Sale proceeds of open ended mutual fund units  CF - - - - 546,048 884,555
Cash used in investing activities has increased at a CAGR of 12% over the past 6 years and mainly comprises investment Purchased of open ended mutual fund units CF - - - - (150,000) (777,988)
in capital expenditure including Recipe packing machine, Salt plant, A1 expansion & land and building extension at Deferred consideration paid CF - (207,017) - - -
manufacturing sites of the Company. Investment in National Foods DMCC, Dubai UAE - - - - - -
Financing activities Acquisition of subsidiary CF - - (182,429) - -
Purchase of treasury bills CF - - - - (147,810) -
Financing activities mainly comprise long-term loans obtained for Investment in A-1 Bags & Supplies Inc and LTFF for new Proceeds from sale of treasury bills CF - - - - 148,731 -
Salt plant. The Company has financed its expansion needs by obtaining long-term loans which were partially offset by
dividend payments. Net cash flow from investing activities (918,544)  (1,106,638)  (1,676,323) (1,556,075) (312,310) (353,978)
. Cash flows used in investing activities & Cash flows (used in) financing activities =~ & Cash flows from/ (used in) operating activities Proceeds from short term borrowings CF - - 288,000 1,262,000 1,000,000 508,696
2000 Proceeds from long term finance CF 582,348 504,387 325,290 289,613 - -
Repayment of short term borrowings CF (459,690) (50,000) - (1,100,000) (700,000) (808,722)
3000 Decrease in long term financing - net - (177,354) (55,416) - - -
' ‘I Deferred consideration paid - - (126,531) - - -
2 000 Repayment of lease obligations CF (150,693) - - 0 - -
’ | Dividend paid CF (530,852) (386,925) (432,477) (284,158) (1,031,839) (412,814)
1,000 ‘ Net cash flow from financing activities (558,887)  (109,892) (1,134) 167,455 (731,839) (712,840)
_ -
i l_! == [] Net cash flows 1,514,107 706,315 (366,929) 36,815 (554,024) 346,920
(1,000) I
(2,000)
2020 2019 2018 2017 2016 2015




Statement of Value Added and its Distribution
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(Rupees in thousand) % (Rupees in thousand) %
Value Addition
Revenue 28,713,148 24,253,797
Other Income 250,586 248,281
28,963,734 24,502,078
Value Distribution
Cost of Sales 19,145,166 66% 16,152,890 66%
Distributon Expense 3,173,923 11% 2,646,428 11%
Administration and Other
Operating Expense 878,761 3% 849,025 3%
Employees Renumeration 3,115,041 11% 2,847,333 12%
Finance Cost 342,689 1% 283,506 1%
Income Tax 657,625 2% 352,381 1%
Dividend to shareholders 932,462 3% 621,642 3%
Profit retained for Investment &
Future Growth 718,066 2% 748,874 3%
28,963,732 100% 24,502,079 100%
2020 2019
1o2% 3% 3% 10p 1% 3% 3%

3% 8%
0

1% 1%

66% 66%

1 Profit retained for Investment I Employees Remuneration 1 Profit retained for Investment I Employees Remuneration
and future growth and future growth
Dividend to shareholders Administration and other Dividend to shareholders Administration and other
operating expense operating expense
I Income tax [ Distribution expense I Income tax [ Distribution expense
[ Finance cost Il Cost of sales I Finance cost Il Cost of sales

Pattern of Shareholding

As of June 30, 2020

Categories of Shareholders Shareholders| Shares Held

Directors and their spouse(s) and minor children

ALIYA AFZAL 2 1,702,695 1.14
ABDUL MAJEED 1 5,702,361 3.82
LAIQA HASAN 1 1,755,000 1.18
ABRAR HASAN 1 14,731,843 9.87
JAMILA WAQAR 1 17,547 0.01
DR. JAVED MAJEED 1 2,552,604 1.71
ZAHID MAJEED 1 8,786,392 5.89
TOWFIQ H. CHINOY 1 1,200 0.00
KHAWAR M. BUTT 1 18,330,412 12.29
MARGARET ELIZABETH MAJEED 1 589,219 0.39
NOREEN HASAN 1 33,120 0.02
ZEELAF MUNIR 1 993,028 0.67
RABIA SHAIKH 1 969,624 0.65
ISHA BUTT ABDULLAH 1 969,624 0.65
EHSAN ALI MALIK 1 720 0.00
SAADIA NAVEED 1 969,624 0.65
Associated Companies, undertakings and related parties

ATC HOLDINGS (PRIVATE) LIMITED (FORMERLY: ASSOCIATED

TEXTILE CONSULTANTS (PVT) LTD) 2 49,979,561 33.50
Executives - - -
Public Sector Companies and Corporations 1 969 0.00
Banks, development finance institutions, non-banking finance companies,

insurance companies, takaful, modarabas and pension funds 14 5885545 3.946
Mutual Funds

CDC - TRUSTEE MCB PAKISTAN STOCK MARKET FUND 1 495,500 0.33
CDC - TRUSTEE PAKISTAN CAPITAL MARKET FUND 1 2,640 0.00
CDC - TRUSTEE ALHAMRA ISLAMIC STOCK FUND 1 132,880 0.09
CDC - TRUSTEE ATLAS STOCK MARKET FUND 1 72,200 0.05
CDC - TRUSTEE AKD INDEX TRACKER FUND 1 11,146 0.01
CDC - TRUSTEE AKD OPPORTUNITY FUND 1 28,060 0.02
CDC-TRUSTEE ALHAMRA ISLAMIC ASSET ALLOCATION FUND 1 96,480 0.06
CDC - TRUSTEE AL MEEZAN MUTUAL FUND 1 4,920 0.00
CDC - TRUSTEE MEEZAN ISLAMIC FUND 1 203,320 0.14
CDC - TRUSTEE MCB PAKISTAN ASSET ALLOCATION FUND 1 87,580 0.06
General Public

a. Local 1689 11107115 7.44
b. Foreign 4 15640 0.01
Foreign Companies 3 22853917 15.32
Others 26 111386 0.07
Totals 1766 149,193,872 100.00
ATC Holdings (Private) Limited (Formerly: Associated Textile Consultants (Pvt) Ltd) 49,979,561 33.50
ARISAIG INDIA FUND LIMITED 22,367,793 14.99
KHAWAR M. BUTT 18,330,412 12.29
ABRAR HASAN 14,731,843 9.87

ZAHID MAJEED 8,786,392 5.89




Pattern of Shareholding

As of June 30, 2020

Number of . .
Share Holders Shareholdings' Slab Total Shares Held

588 1 to 100 18,781
493 101 to 500 133,670
179 501 to 1000 132,822
280 1001 to 5000 680,769
66 5001 to 10000 486,125
43 10001 to 15000 546,682
21 15001 to 20000 356,055
7 20001 to 25000 156,010
10 25001 to 30000 275,152
4 30001 to 35000 129,904
2 35001 to 40000 73,888
5 40001 to 45000 213,752
5 45001 to 50000 233,119
4 50001 to 55000 211,798
3 55001 to 60000 174,604
3 65001 to 70000 203,031
10 70001 to 75000 736,168
1 75001 to 80000 75,460
1 80001 to 85000 80,640
1 85001 to 90000 87,580
1 90001 to 95000 94,608
2 95001 to 100000 192,480
1 100001 to 105000 104,589
2 105001 to 110000 211,909
1 130001 to 135000 132,880
1 155001 to 160000 157,400
1 175001 to 180000 180,000
1 200001 to 205000 203,320
1 235001 to 240000 237,600
1 285001 to 290000 285,696
1 330001 to 335000 331,200
1 400001 to 405000 402,500
1 475001 to 480000 478,224
2 485001 to 490000 975,302
1 495001 to 500000 495,500
1 500001 to 505000 504,440
1 540001 to 545000 542,271
1 585001 to 590000 589,219
1 615001 to 620000 617,258
1 740001 to 745000 742,968
1 925001 to 930000 929,534
3 965001 to 970000 2,908,872
1 990001 to 995000 993,028
1 1055001 to 1060000 1,057,100
1 1605001 to 1610000 1,608,087
1 1750001 to 1755000 1,755,000
1 1825001 to 1830000 1,829,251
1 2550001 to 2555000 2,652,604
1 3680001 to 3685000 3,681,100
1 5700001 to 5705000 5,702,361
1 8785001 to 8790000 8,786,392
1 14730001 to 14735000 14,731,843
1 18330001 to 18335000 18,330,412
1 22365001 to 22370000 22,367,793
1 49475001 to 49480000 49,475,121
1766 149,193,872

Statement of Compliance with the Code of

Corporate Governance
FOR THE YEAR ENDED JUNE 30, 2020

The company has complied with the requirements of the Regulations in the following manner:

1. The total number of directors are seven (07) as per the following:
a. Five (5) Males b. Two (02) Female

2. The composition of board is as follows:
Independent Director

Mr. Ehsan A Malik
Mr. Towfig H Chinoy

Non-Executive Directors

Mr. Abdul Majeed
Mrs. Noreen Hasan
Mrs. Saadia Naveed
Mr. Zahid Majeed

Executive Director
Mr. Abrar Hasan
Female directors

Mrs. Noreen Hasan
Mrs. Saadia Naveed

3. The directors have confirmed that none of them is serving as a director on more than seven listed companies,
including this company (excluding the listed subsidiaries of listed holding companies where applicable).

4. The company has prepared a Code of Conduct and has ensured that appropriate steps have been taken to
disseminate it throughout the company along with its supporting policies and procedures.

5.  The board has developed a vision/mission statement, overall corporate strategy and significant policies of the
company. The Board has ensured that complete record of particulars of the significant policies along with their
date of approval or updating is maintained by the company.

6.  Allthe powers of the board have been duly exercised and decisions on relevant matters have been taken by board/
shareholders as empowered by the relevant provisions of the Act and these Regulations.

7.  The meetings of the board were presided over by the Chairman and, in his absence, by a director elected by the
board for this purpose. The board has complied with the requirements of Act and the Regulations with respect to
frequency, recording and circulating minutes of meeting of board.

8. The Board have a formal policy and transparent procedures for remuneration of directors in accordance with the
Act and these Regulations.

9. Following directors have attended Directors’ Training:
Mr. Abrar Hasan
Mr. Ehsan A. Malik
Mr. Towfig H. Chinoy
Mrs. Noreen Hasan
Mrs. Saadia Naveed
Mr. Zahid Majeed

10. The board has approved appointment of Chief Financial Officer, Company Secretary and Head of Internal Audit,
including their remuneration and terms and conditions of employment and complied with relevant requirements of
the Regulations.




Statement of Compliance with the Code of
Corporate Governance

11. Chief Financial Officer and Chief Executive Officer duly endorsed the financial statements before approval of the
board.

12. The board has formed committees comprising of members given below:

a) Audit Committee

Mr. Ehsan A. Malik Chairman
Mrs. Noreen Hasan Member
Mrs. Saadia Naveed Member
Mr. Zahid Majeed Member

b) HR and Remuneration Committee

Mr. Towfig H Chinoy Chairman

Mr. Abrar Hasan Member
Mr. Ehsan A Malik Member
Mr. Zahid Majeed Member

13. The terms of reference of the aforesaid committees have been formed, documented and advised to the committee
for compliance.

14. The frequency of meetings (quarterly/half yearly/ yearly) of the committee were as per following:

a) Audit Committee — Four (04)
b) HR and Remuneration Committee — One (01)

15. The board has outsourced the internal audit function to Messrs. Ernst & Young Ford Rhodes & Co., Chartered
Accountants, who are considered suitably qualified and experienced for the purpose and are conversant with the
policies and procedures of the Company.

16. The statutory auditors of the Company have confirmed that they have been given a satisfactory rating under the
Quality Control Review program of the Institute of Chartered Accountants of Pakistan and registered with Audit
Oversight Board of Pakistan, that they and all their partners are in compliance with International Federation of
Accountants (IFAC) guidelines on code of ethics as adopted by the Institute of Chartered Accountants of Pakistan
and that they and the partners of the firm involved in the audit are not a close relative (spouse, parent, dependent
and non-dependent children) of the Chief Executive Officer, Chief Financial Officer, Head of Internal Audit, Company
Secretary or director of the company.

17. The statutory auditors or the persons associated with them have not been appointed to provide other services
except in accordance with the Act, these Regulations or any other regulatory requirement and the auditors have
confirmed that they have observed IFAC guidelines in this regard.

18. We confirm that all requirements of regulations 3, 6, 7, 8, 27,32, 33 and 36 of the Regulations have been
complied with.

WAL — Lua Mgy

Chief Executive Officer Director

Review Report to the Members on the Compliance with the
Code of Corporate Governance

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Corporate Governance)
Regulations, 2019 (the Regulations) prepared by the Board of Directors of National Foods Limited (“the Company”) for
the year ended 30 June 2020 in accordance with the requirements of regulation 36 of the Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the Company. Our responsibility
is to review whether the Statement of Compliance reflects the status of the Company’s compliance with the provisions
of the Regulations and report if it does not and to highlight any non-compliance with the requirements of the Regulations.
A review is limited primarily to inquiries of the Company’s personnel and review of various documents prepared by the
Company to comply with the Regulations.

As a part of our audit of the 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 are not required to
consider whether the Board of Directors’ statement on internal control covers all risks and controls or to form an opinion
on the effectiveness of such internal controls, the Company’s corporate governance procedures and risks.

The Regulations require the Company to place before the Audit Committee, and upon recommendation of the Audit
Committee, place before the Board of Directors for their review and approval, its related party transactions. We are only
required and have ensured compliance of this requirement to the extent of the approval of the related party transactions
by the Board of Directors upon recommendation of the Audit Committee.

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 requirements contained in
the Regulations as applicable to the Company for the year ended 30 June 2020.

Date: 16 September 2020
Karachi
KPMG Taseer Hadi & Co.
Chartered Accountants

Name of the Engagement Partner: Moneeza Usman Butt
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Independent Auditors' Report to the Members
of National Foods Limited

Report on the Audit of the Financial Statements
Opinion

We have audited the annexed unconsolidated financial statements of National Foods Limited (the Company), which
comprise the unconsolidated statement of financial position as at 30 June 2020, and the unconsolidated statement of
profit or loss and other comprehensive income, the unconsolidated statement of changes in equity, the unconsolidated
statement of cash flows for the year then ended, and notes to the unconsolidated financial statements, including a
summary of significant accounting policies and other explanatory information, 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
the audit.

In our opinion and to the best of our information and according to the explanations given to us, the statement of financial
position, statement of profit or loss and comprehensive income, the statement of changes in equity and the statement
of cash flows together with the notes forming part thereof conform with the accounting and reporting standards as
applicable in Pakistan and give the information required by the Companies Act, 2017 (XIX of 2017), in the manner so
required and respectively give a true and fair view of the state of the Company's affairs as at 30 June 2020 and of the
profit and other comprehensive income, the changes in equity and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in Pakistan. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Company in accordance with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants as adopted by the Institute of Chartered
Accountants of Pakistan (the Code) and we have fulfilled our other ethical responsibilities in accordance with the Code.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the

financial statements of the current period. These matters were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.




Independent Auditors' Report to the Members
of National Foods Limited

Following are the Key audit matters:

S. No. Key audit matters How the matters were addressed in our audit
1. Revenue recognition Our audit procedures to assess the recognition of
revenue, amongst others, included the following:
Refer notes 4.15, 22 and to 34 the Company’s financial
statements. e obtaining an understanding of the Company’s sale
of goods process and related controls, including
Revenue is recognized from sale of goods in assessing the design and testing of the
accordance with applicable accounting standards and implementation and operating effectiveness of the
measured at net of discounts, rebates, allowances and relevant key controls over revenue recognition, the
sales return. calculation of discounts and rebates and allowance
for sales return including timing of revenue
We identified revenue recognition as key audit matter recognition;
because of risk of incorrect measurement of revenue
due to adjustments for discounts and rebates offered | ® considering the appropriateness of the Company’s
to customers and allowance for sales return. Further, accounting policies for revenue recognition including
revenue is one of the key performance indicators and those relating to discounts, rebates and allowance
there is a potential risk of non-recognition of revenue for sales return and assessing compliance of those
transactions in the appropriate period. policies with applicable accounting standards;

e obtaining and inspecting a sample of contracts with
customers to understand the conditions required for
discounts, rebates and allowance for sales return;

e testing, on a sample basis, the accuracy of the
amounts of discounts, rebates and allowance for
sales return recognized by agreeing to individual
customer agreements and performing recalculations;

e testing, on a sample basis, invoices and inspecting
credit notes issued subsequent to year end for
completeness and accuracy of revenue and accruals
for discounts, rebates and allowances to the
customers; and

e comparing, on a sample basis, specific revenue
transactions recorded before and after the reporting
date with underlying documentation to assess
whether revenue has been recognized in the
appropriate accounting period.

2. Valuation of Trade debtors

Refer notes 4.6.2.1, 4.11.1 and 9 to the Company’s
unconsolidated financial statements.

The Company has a significant balance of trade debts.
Provision against doubtful debts is based on loss
allowance for Expected Credit Loss (ECL).

We identified valuation of trade debts as a key audit
matter as it involves significant judgment in determining
the recoverable amount of trade debts.

Our audit procedures to assess the valuation of debtors,
among others involved the following:

e obtaining an understanding of and assessing the
design and testing the implementation of
management’s key internal controls relating to credit
control process (including credit account application
approvals and credit limit review);

¢ obtaining an understanding of management’s basis
for the determination of provision required at the year
end and the receivables collection process;

e assessing the method used by the company for
recognition of the allowance for ECL in accordance
with the applicable standard and assessing the
reasonableness of assumptions used; and

e testing the accuracy of the data on a sample basis

Key audit matters

Independent Auditors' Report to the Members
of National Foods Limited

How the matters were addressed in our audit

extracted from the Company’s accounting system which
has been used to calculate the provision required
including subsequent recoveries.

Valuation of Stock-in-trade

Refer notes 4.10 and 8 to the Company’s financial
statements.

Stock-in-trade forms a significant part of the Company’s
total assets. Stock-in-trade comprise of raw material,
work in process and finished good which are stated at
lower of cost and estimated net realizable value (NRV).

We identified the valuation of stock-in-trade as a key
audit matter because determining an appropriate
write-down as a result of net realizable value (NRV)
being lower than their cost and provisions for expired
and obsolete inventories involves significant
management judgment and estimation.

Our audit procedures to assess the valuation of
stock-in-trade, amongst others, included the following:

e obtaining an understanding of and assessing the
design and testing the implementation of
management’s controls designed to identify expired,
obsolete as well as slow moving and stocks close
to expiry;

e obtaining an understanding of and testing, on a
sample basis, management’s determination of NRV
and the key estimates adopted, including future
selling prices, future costs to complete
work-in-process and costs necessary to make the
sales, their basis of calculation, justification for the
amount of the write-downs and provisions; and

e checking on a sample basis specific provision for
expired, obsolete as well as slow moving and stocks
close to expiry.

Capitalization of Property, Plant and Equipment

Refer notes 4.2 and 5 to the Company’s financial
statements.

The Company has made significant capital expenditure
on building on leasehold land and plant and machinery.

We identified capitalization of property, plant and
equipment as a key audit matter because there is a
risk that amounts capitalized may not meet the
capitalization criteria with related implications on
depreciation charge for the year.

Our audit procedures to assess the capitalization of
property, plant and equipment, amongst others, included
the following:

e obtaining an understanding of the design and
implementation of management controls over
capitalization and performing tests of control over
authorization of capital expenditure and accuracy of
its recording in the system;

e testing, on sample basis, the costs incurred on
projects with supporting documentation and
contracts;

e assessing the nature of costs incurred for capital
projects through testing, on sample basis, of amounts
recorded and considering whether the expenditure
meets the criteria for capitalization as per the
applicable accounting standards; and

e inspecting supporting documents for the date of
capitalization when project was ready for its intended
use to assess whether depreciation commenced,
and further capitalization of costs ceased from that
date and assessing the useful life assigned by
management including testing the calculation of
related depreciation.




Independent Auditors' Report to the Members
of National Foods Limited

Information Other than the Financial Statements and Auditor’s Report Thereon

Management is responsible for the other information. The other information comprises the information included in the
Annual Report but does not include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the Other Information and, in doing
so, consider whether the Other Information is materially inconsistent with the financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this Other Information, we are required to report that fact. We have
nothing to report in this regard.

Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with the
accounting and reporting standards as applicable in Pakistan and the requirements of Companies Act, 2017(XIX of 2017)
and for such internal control as management determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless management either intends to liquidate the Company or to cease operations, or has no realistic alternative but
to do so.

Board of directors are responsible for overseeing the Company’s financial reporting process
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs as
applicable in Pakistan will always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud
is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal
control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

Independent Auditors' Report to the Members
of National Foods Limited

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor’s report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and
whether the financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with the board of directors regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide the board of directors with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought to
bear on our independence, and where applicable, related safeguards.

From the matters communicated with the board of directors, we determine those matters that were of most significance
in the audit of the financial statements of the current period and are therefore the key audit matters. We describe these
matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

Based on our audit, we further report that in our opinion:

a) proper books of account have been kept by the Company as required by the Companies Act, 2017 (XIX of 2017);

b) the statement of financial position, the statement of profit or loss and other comprehensive income, the statement
of changes in equity and the statement of cash flows together with the notes thereon have been drawn up in conformity

with the Companies Act, 2017 (XIX of 2017) and are in agreement with the books of account and returns;

c) investments made, expenditure incurred and guarantees extended during the year were for the purpose of the
Company’s business; and

d) 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.

The engagement partner on the audit resulting in this independent auditor’s report is Moneeza Usman Butt.

Date: 16 September 2020
KPMG Taseer Hadi & Co.
Karachi Chartered Accountants




Unconsolidated Statement of Financial Position

AS AT JUNE 30, 2020

AN 2020 | 2019

(Rupees in thousand)

ASSETS

Non-current assets

Property, plant and equipment 5 4,837,771 4,576,755
Intangibles 6 45,162 80,218
Long-term Investments 7 61,719 31,719
Long-term deposits 46,799 39,611
4,991,451 4,728,303
Current assets
Stores, spare parts and loose tools 139,284 86,725
Stock-in-trade 8 4,043,708 3,955,698
Trade debts 9 1,702,404 901,348
Advances 10 140,502 108,256
Trade deposits and prepayments 11 60,439 42,290
Other receivables 12 8,099 1,909
Sales tax refundable - 133,789
Cash and bank balances 13 586,827 400,298
6,681,263 5,630,313
TOTAL ASSETS 11,672,714 10,358,616
EQUITY AND LIABILITIES
Share Capital and reserves
Authorised share capital
1,000,000,000 (30 June 2019: 100,000,000)
ordinary shares of Rs. 5 each 5,000,000 5,000,000
Share Capital
Issued, subscribed and paid-up capital 14 745,969 621,641
Revenue Reserve
Unappropriated profit 4,177,688 3,695,688
4,923,657 4,317,329
Non - current liabilities
Long-term finance 15 849,235 417,972
Deferred taxation - net 16 290,518 226,873
Deferred liabilities 17 80,523 70,346
1,220,276 715,191
Current liabilities
Trade and other payables 18 3,657,293 2,570,217
Contract liability 19 358,203 344,232
Short term borrowings 20 554,404 1,901,632
Unclaimed dividend 21,791 19,920
Long-term finance classified as current - secured 15 220,323 69,144
Mark-up accrued 13,442 28,624
Sales tax payable 11,586 -
Taxation - net 691,739 392,327
5,528,781 5,326,096
Commitments 21
TOTAL EQUITY AND LIABILITIES 11,672,714 10,358,616

The annexed notes 1 to 41 form an integral part of these financial statements.

W 2 Zuwia Mgt

Chilef Financial Officer Director

Chief Executive Officer

Unconsolidated Statement of Profit or Loss
and Other Comprehensive Income

For the year ended June 30, 2020
ACCHNN 2020 [ 2019

(Rupees in thousand)

Sales - Net 22 19,258,717 16,602,206
Cost of sales 23 (13,150,298) (11,283,038)
Gross profit 6,108,419 5,319,168
Distribution costs 24 (3,381,529) (2,922,212)
Impairment loss on trade debts 9.1 16,694 (17,283)
Administrative expenses 25 (1,086,890) (1,005,904)
Other expenses 26 (123,110) (108,753)
Other income 27 218,427 254,662
Operating profit 1,752,011 1,519,678
Finance costs 28 (163,887) (157,070)
Profit before taxation 1,588,124 1,362,608
Taxation - net 29 (483,622) (271,746)
Profit after taxation 1,104,502 1,090,862

Other comprehensive income
Items that will not be reclassified to profit or loss account

Remeasurements of retirement benefit liability (1,212) (60,986)
Related deferred tax thereon 351 17,686
(861) (43,300)
Total comprehensive income for the period 1,103,641 1,047,562
(Rupees)
Earnings per share - basic and diluted 30 7.40 7.31

The annexed notes 1 to 41 form an integral part of these financial statements.
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Unconsolidated Statement of Changes in Equity

FOR THE YEAR ENDED JUNE 30, 2020

Balance as at 30 June 2018

Transaction with owners in the capacity as
owners directly recorded in equity - distribution

1 Ordinary share for each 5 Ordinary shares
held - alloted as bonus shares for the year
ended 30 June 2018

Final cash dividend for the year ended
30 June 2018 @ Rs. 3.75 per Ordinary share

Total comprehensive income for the
year ended 30 June 2019

Profit for the year
Other comprehensive income
Balance as at 30 June 2019

Transaction with owners in the capacity as
owners directly recorded in equity - distribution

1 Ordinary share for each 5 Ordinary shares
held - alloted as bonus shares for the year
ended 30 June 2019

Final cash dividend for the year ended
30 June 2019 @ Rs. 4 per Ordinary share

Total comprehensive income for the
year ended 30 June 2020

Profit for the year
Other comprehensive income

Balance as at 30 June 2020

Issued, Revenue reserve -
subscribed | unappropriated
and paid-up profit
capital

(Rupees in thousand)

518,034 3,140,259 3,658,293
103,607 (103,607) -
- (388,526) (388,526)
- 1,090,862 1,090,862
- (43,300) (43,300)
- 1,047,562 1,047,562
621,641 3,695,688 4,317,329
124,328 (124,328) -
- (497,313) (497,313)
- 1,104,502 1,104,502
- (861) (861)
- 1,103,641 1,103,641
745,969 4,177,688 4,923,657

The annexed notes 1 to 41 form an integral part of these financial statements.
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Chi!ef Financial Officer Director

Unconsolidated Statement of Cash Flows

FOR THE YEAR ENDED JUNE 30, 2020

CASH FLOWS FROM OPERATING ACTIVITIES

Cash generated from operations

Finance costs paid

Income taxes paid

Retirement benefits

Long term deposits - net

Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITES

Capital expenditure

Intangible assets

Proceeds from disposal of operating fixed assets
Purchase of equity investment

Net cash (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITES

Proceeds from long term finance
Repayment of short-term borrowings-net
Dividends paid

Net cash used in financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year

The annexed notes 1 to 41 form an integral part of these financial statements.
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Note

31

32

Chief Executive Officer

Chilef Financial Officer

2020 | 2019

(Rupees in thousand)

2,603,598 1,576,603
(179,069) (143,212)
(120,565) (36,383)

(33,233) (42,367)
(7,188) 862
2,263,543 1,355,503
(798,598) (897,534)
(8,240) (42,370)
20,146 95,021
(30,000) -
(816,692) (844,883)
582,348 293,964
(300,000) (50,000)
(495,442) (386,925)
(213,094) (142,961)

1,233,757 367,659
(701,334) (1,068,993)
532,423 (701,334)

Director
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1.1

THE COMPANY AND ITS OPERATIONS

The Company was incorporated in Pakistan on 19 February 1970 as a private limited company under the Companies Act,
1913 and subsequently converted into a public limited company under the repealed Companies Ordinance, 1984 (now
Companies Act, 2017) by special resolution passed in the extra ordinary general meeting held on 30 March 1988. The
Company is principally engaged in the manufacture and sale of convenience based food products. The Company is listed
on Pakistan Stock Exchange. The registered office of the Company is situated at 12 / CL - 6, Claremont Road, Civil Lines,
Karachi.

The parent entity of the Company is ATC Holdings (Private) Limited based on control model as provided under IFRS 10 -
'Consolidated Financial Statements'.

These financial statements are separate financial statements of the Company in which investment in subsidiary is accounted
for on the basis of cost rather than on the basis of reported results. Consolidated financial statements are prepared
separately. Detail of Company's investment in subsidiary company is given in note 8 to these unconsolidated financial
statements.

The manufacturing facilities and sales offices of the Company are situated at the following locations:

Factories:
- Unit F-160/ C, F- 133, S.I.T.E., Karachi;
- Office A-13, North Western Industrial Zone, Bin Qasim, Karachi;
- 53-KM G.T. Road, Chainwala Mord Amanabad, Gujranwala; and
- A-393, Nooriabad Industrial Estate, Nooriabad

Sales offices:
- Office No.107, 1st Floor Parsa Tower, Sharah-e-Faisal, Karachi;
- Banglow No. 225, Shahrah-e-Abbasi Akhuwat Nagar Society, Sukkur;
- 2nd Floor, Mall 2 Plaza Main Boulevard Kohinoor City, Jaranwala Road, Faisalabad;
- 18-CCA (Commercial Area), Phase VIlIl, DHA Lahore, Cantt;
- Plot No. 25, Din Plaza, Canal Road, Main Gate Canal View Housing Society, Gujranwala; and
- 1st Floor, Bilal Complex, Main PWD Road, Sector O-9, Islamabad.

A novel strain of coronavirus (COVID-19) that first surfaced in China was classified as a pandemic by the World Health
Organization on March 11, 2020, impacting countries globally. Measures taken to contain the spread of the virus, including
travel bans, quarantines, social distancing, and closures of non-essential services and factories have triggered significant
disruptions to businesses worldwide, resulting in an economic slowdown. The potential impacts from COVID-19 remain
uncertain, including, among other things, on economic conditions, businesses and consumers.

During the year, the company has earned profit after tax amounting to Rs. 1,105 million (2019 : 1,091 million). As at 30
June 2020, the company has accumulated profits amounting to Rs. 4,178 million (2019: Rs. 3,696 million). The current
assets of the company exceed its current liabilities by Rs. 1,152 million (2019 : Rs. 304 million). Management plans for
generating sufficient cashflows have been made by considering future sales volume, pricing decisions, cost reduction
strategies, exchange rate impact, availability of funds through committed credit lines among other things.

The company falls under the category of essential services and was allowed to operate its production and supply facilities
during the lockdown period while following all necessary standard operating procedures (SOPs). COVID-19 does not have
a significant impact on the Company. The Company remained up to date in all its financial commitments. The management
believes the going concern assumption of the Company remains valid.

BASIS OF PREPARATION
Statement of compliance

These financial statements have been prepared in accordance with the accounting and reporting standards as applicable
in Pakistan. The accounting and reporting standards as applicable in Pakistan comprise of:

- International Financial Reporting Standards (IFRS Standards) issued by the International Accounting Standards Board
(IASB) as notified under the Companies Act, 2017;

- Islamic Financial Accounting Standards (IFAS) issued by the Institute of Chartered Accountants of Pakistan as are
notified under the Companies Act, 2017; and

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

Where provisions of and directives issued under the Companies Act, 2017 differ from the IFRS Standards or IFAS, the
provisions of and directives issued under the Companies Act, 2017 have been followed.
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Basis of measurement

These financial statements have been prepared under the historical cost convention except for investment in equity
instruments of Naimat Collateral Management Company Limited (NCMCL) which is carried at fair value and obligation in
respect of the company’s Pension Plan and Pensioners’ Medical Plan which are measured at present value of the defined
benefit obligations less fair value of plan assets.

Functional and presentation currency

These financial statements are presented in Pakistan Rupees which is Company's functional currency. All financial information
presented in Pakistan Rupees has been rounded to the nearest thousand of rupees, unless stated otherwise.

Use of significant Estimates and Judgments

The preparation of financial statements in conformity with the accounting and reporting standards as applicable in Pakistan,
requires management to make judgments, estimates and assumptions that affect the application of the Company's
accounting policies and the reported amounts of assets, liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience and various other factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making the judgments about the carrying values of assets and liabilities
that are not readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimate is revised if the revision affects only that period, or in the period of the
revision and future periods if the revision affects both current and future periods. Information about judgments made by
the management in the application of accounting policies, that have the most significant effects on the amount recognized
in the financial statements and information about assumptions and estimation uncertainties with significant risk of resulting
in a material adjustment to the carrying amounts of assets and liabilities in the next year are described in the following:

Property, plant and equipment / intangible assets

The Company reviews the rate of depreciation / amortization, useful life, residual value and value of assets for possible
impairment on an annual basis. Any change in the estimates in future years might affect the carrying amounts of the
respective items of property, plant and equipment / intangible assets with a corresponding effect on the depreciation /
amortization charge and impairment.

Stock in trade / stores, spares and loose tools

The management continuously reviews its inventory for existence of any items which may have become obsolete. These
estimates are based on historical experience and are continuously reviewed and the cost of such stocks is fully
provided for.

Trade debts - expected credit loss

These financial assets are adjusted for loss allowances that are measured at amount equal to lifetime expected credit loss
that result from all possible default events over expected life of the financial asset.

Provision for refund liability

Refund liability provisions are recognized as deduction from revenue based on terms of the arrangements with the customer
and are included in trade and other payables. No asset is recognized for refunds as they are not anticipated to be resold.
A receivable is recognised when the goods are delivered as this is the point in time that the consideration is unconditional
because only the passage of time is required before the payment is due.

Retirement benefits obligations

Certain actuarial assumptions have been adopted for valuation of present value of defined benefit obligations and fair value
of plan assets. Changes in these assumptions in future years may affect the liability under this scheme in those years.

Taxation

In making the estimates for income taxes currently payable by the Company, the management looks at the current
income tax law and the decisions of appellate authorities on certain matters in the past.
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ACCOUNTING STANDARDS, INTERPRETATIONS AND AMENDMENTS TO PUBLISHED APPROVED ACCOUNTING
STANDARDS

Standards, interpretations and amendments to published approved accounting standards that are effective but
not relevant:

- There are certain new standards, amendments to the approved accounting standards and new interpretations that are
mandatory for accounting periods beginning on or after 1 July 2019 (other than those which have been disclosed in
note 4 to these financial statements). However, these do not have any significant impact on the Company's financial
reporting and therefore have not been detailed in these financial statements.

Standards, interpretations and amendments to published approved accounting standards that are not
yet effective:

The following International Financial Reporting Standards (IFRS Standards) as notified under the Companies Act, 2017
and the amendments and interpretations thereto will be effective for accounting periods beginning on or after 01 July 2020
and are not likely to have an impact on the financial statements of the Company:

- Amendment to IFRS 3 ‘Business Combinations’ — Definition of a Business (effective for business combinations for
which the acquisition date is on or after the beginning of annual period beginning on or after 1 January 2020). The IASB
has issued amendments aiming to resolve the difficulties that arise when an entity determines whether it has acquired
a business or a group of assets. The amendments clarify that to be considered a business, an acquired set of activities
and assets must include, at a minimum, an input and a substantive process that together significantly contribute to
the ability to create outputs. The amendments include an election to use a concentration test. The standard is effective
for transactions in the future and therefore would not have an impact on past financial statements.

- Amendments to IAS 1 Presentation of Financial Statements and IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors (effective for annual periods beginning on or after 1 January 2020). The amendments are intended
to make the definition of material in IAS 1 easier to understand and are not intended to alter the underlying concept of
materiality in IFRS Standards. In addition, the IASB has also issued guidance on how to make materiality judgments
when preparing their general purpose financial statements in accordance with IFRS Standards.

- On 29 March 2018, the International Accounting Standards Board (the IASB) has issued a revised Conceptual Framework
for Financial Reporting which is applicable immediately and contains changes that will set a new direction for IFRS in
the future. The Conceptual Framework primarily serves as a tool for the IASB to develop standards and to assist the
IFRS Interpretations Committee in interpreting them. It does not override the requirements of individual IFRSs and any
inconsistencies with the revised Framework will be subject to the usual due process - this means that the overall impact
on standard setting may take some time to crystallize. The companies may use the Framework as a reference for
selecting their accounting policies in the absence of specific IFRS requirements. In these cases, companies should
review those policies and apply the new guidance retrospectively as of 1 January 2020.

- Interest Rate Benchmark Reform which amended IFRS 9, IAS 39 and IFRS 7 is applicable for annual financial periods
beginning on or after 1 January 2020. The G20 asked the Financial Stability Board (FSB) to undertake a fundamental
review of major interest rate benchmarks. Following the review, the FSB published a report setting out its recommended
reforms of some major interest rate benchmarks such as IBORs. Public authorities in many jurisdictions have since
taken steps to implement those recommendations. This has in turn led to uncertainty about the long-term viability of
some interest rate benchmarks. In these amendments, the term interest rate benchmark reform' refers to the market-wide
reform of an interest rate benchmark including its replacement with an alternative benchmark rate, such as that resulting
from the FSB's recommendations set out in its July 2014 report 'Reforming Major Interest Rate Benchmarks' (the
reform). The amendments made provide relief from the potential effects of the uncertainty caused by the reform. A
company shall apply the exceptions to all hedging relationships directly affected by interest rate benchmark reform.
The amendments are not likely to affect the financial statements of the Company.

- Amendments to IFRS-16- IASB has issued amendments to IFRS 16 (the amendments) to provide practical relief for
lessees in accounting for rent concessions. The amendments are effective for periods beginning on or after 1 June
2020, with earlier application permitted. Under the standard’s previous requirements, lessees assess whether
rent concessions are lease modifications and, if so, apply the specific guidance on accounting for lease modifications.This
generally involves remeasuring the lease liability using the revised lease payments and a revised discount rate. In light
of the effects of the COVID-19 pandemic, and the fact that many lessees are applying the standard for the first time in their
financial statements, the Board has provided an optional practical expedient for lessees. Under the practical expedient,
lessees are not required to assess whether eligible rent concessions are lease modifications, and instead are permitted
to account for them as if they were not lease modifications. Rent concessions are eligible for the practical expedient
if they occur as a direct consequence of the COVID-19 pandemic and if all the following criteria are met:

- the change in lease payments results in revised consideration for the lease that is substantially the same as, or less
than, the consideration for the lease immediately preceding the change;
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- any reduction in lease payments affects only payments originally due on or before 30 June 2021; and
- there is no substantive change to the other terms and conditions of the lease.

- Classification of liabilities as current or non-current (Amendments to IAS 1) effective for the annual period beginning
on or after 1 January 2022. These amendments in the standards have been added to further clarify when a liability is
classified as current. The standard also amends the aspect of classification of liability as non-current by requiring the
assessment of the entity’s right at the end of the reporting period to defer the settlement of liability for at least twelve
months after the reporting period. An entity shall apply those amendments retrospectively in accordance with IAS 8.

- Onerous Contracts — Cost of Fulfilling a Contract (Amendments to IAS 37) effective for the annual period beginning on
or after 1 January 2022 amends IAS 1 by mainly adding paragraphs which clarifies what comprise the cost of fulfilling
a contract, Cost of fulfilling a contract is relevant when determining whether a contract is onerous. An entity is required
to apply the amendments to contracts for which it has not yet fulfilled all its obligations at the beginning of the annual
reporting period in which it first applies the amendments (the date of initial application). Restatement of comparative
information is not required, instead the amendments require an entity to recognize the cumulative effect of initially
applying the amendments as an adjustment to the opening balance of retained earnings or other component of equity,
as appropriate, at the date of initial application.

- Property, Plant and Equipment: Proceeds before Intended Use (Amendments to IAS 16) effective for the annual period
beginning on or after 1 January 2022. Clarifies that sales proceeds and cost of items produced while bringing an item
of property, plant and equipment to the location and condition necessary for it to be capable of operating in the manner
intended by management e.g. when testing etc, are recognized in profit or loss in accordance with applicable Standards.
The entity measures the cost of those items applying the measurement requirements of IAS 2. The standard also
removes the requirement of deducting the net sales proceeds from cost of testing. An entity shall apply those amendments
retrospectively, but only to items of property, plant and equipment that are brought to the location and condition
necessary for them to be capable of operating in the manner intended by management on or after the beginning of the
earliest period presented in the financial statements in which the entity first applies the amendments. The entity shall
recognize the cumulative effect of initially applying the amendments as an adjustment to the opening balance of retained
earnings (or other component of equity, as appropriate) at the beginning of that earliest period presented.

- The following annual improvements to IFRS standards 2018-2020 are effective for annual reporting periods beginning
on or after 1 January 2022.

- IFRS 9 - The amendment clarifies that an entity includes only fees paid or received between the entity (the borrower)
and the lender, including fees paid or received by either the entity or the lender on the other’s behalf, when it applies
the ‘10 per cent’ test in paragraph B3.3.6 of IFRS 9 in assessing whether to derecognize a financial liability.

- IFRS 16 - The amendment partially amends lllustrative Example 13 accompanying IFRS 16 by excluding the illustration
of reimbursement of leasehold improvements by the lessor. The objective of the amendment is to resolve any potential
confusion that might arise in lease incentives.

- 1AS 41 - The amendment removes the requirement in paragraph 22 of IAS 41 for entities to exclude taxation cash flows
when measuring the fair value of a biological asset using a present value technique.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies set out below are consistently applied for all periods presented in these financial
statements except as disclosed in note 4.1.1.

Change in significant accounting policies

The details of new significant accounting policies adopted and the nature and effect of the changes to previous accounting
policies are set out below:

IFRS 16 'Leases’

The Company has adopted IFRS 16 "Leases" from 1 January 2019 as notified by the Securities and Exchange Commission
of Pakistan vide its SRO 434 (1)/2018 dated 09 April 2018. The standard replaces the existing guidance on leases, including
IAS 17 "Leases”, IFRIC 4 "Determining whether an Arrangement contains a Lease”, SIC 15 “Operating Leases — Incentives”
and SIC 27 “Evaluating the Substance of Transactions in the Legal Form of a Lease”.

IFRS 16 introduced a single, on-balance sheet accounting model for lessees. It requires lessee to recognise right-of-use
assets representing its rights to use the underlying assets and lease liabilities representing its obligation to make lease
payments. Lessor accounting remains similar to previous accounting policies.
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As per IFRS 16, the Company is required to recognise a right-of-use asset (RoU asset) and a lease liability at the lease
commencement date. The right-of-use asset has to be initially measured at cost, and subsequently at cost less any
accumulated depreciation and impairment losses, and adjusted for certain re-measurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement
date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined, the Company's
incremental borrowing rate. Generally, the Company uses its incremental borrowing rate as the discount rate.

The lease liability is subsequently increased by the interest cost on the lease liability and decreased by lease payment
made. It is re-measured when there is a change in future lease payments arising from a change in an index or rate, a change
in the estimate of the amount expected to be payable under a residual value guarantee, or as appropriate, changes in the
assessment of whether a purchase or extension option is reasonably certain to be exercised or a termination option is
reasonably certain not to be exercised.

In determining whether a contract is, or contains, a lease the management assesses whether the contract conveys the
right to control the use of an identified asset for a period of time in exchange for consideration.

To assess whether a contract conveys the right to control the use of an identified asset for a period of time, management
shall assess whether both the below conditions are met:

a) it has the right to obtain substantially all of the economic benefits from use of the identified asset; and
b) it has the right to direct the use of the identified asset.

An asset is typically identified by being explicitly specified in a contract. However, an asset can also be identified by being
implicitly specified at the time that the asset is made available for use by the customer.

The Company is required to apply judgments to determine the lease term for some lease contracts in which it is a lessee
that include renewal options. The assessment of whether the Company is reasonably certain to exercise such options
impacts the lease term which significantly affects the amount of lease liabilities and right-of-use assets recognised.

Generally, Right of Use asset (RoU) asset would be equal to the lease liability. However, if there are additional costs such
as site preparation, non-refundable deposits, application money, other expenses related to transaction etc. need to be
added to the RoU asset value.

The company is required to determine the lease term as the non-cancellable period of a lease, together with both:

(@) periods covered by an option to extend the lease if the lessee is reasonably certain to exercise that option; and

(b) periods covered by an option to terminate the lease if the lessee is reasonably certain not to exercise that option.

Short Term Lease is a lease that, at the commencement date, has a lease term of twelve months or less. A lease that
contains a purchase option is not a short-term lease.

In determining the lease term and assessing the length of the non-cancellable period of a lease, the company applies the
definition of a contract and determines the period for which the contract is enforceable. A lease is no longer enforceable
when the lessee and the lessor each has the right to terminate the lease without permission from the other party with no
more than an insignificant penalty.

Impact on transition

The Company has adopted IFRS 16 using the modified retrospective approach, under which the cumulative effect of initial
application has to be recognised in retained earnings as at 1 July 2019. No adjustment to retained earnings has been taken
on application of IFRS 16 at 1 July 2019. The Company has elected not to recognise right-of-use asset and lease liabilities
of lease contracts which do not convey the right to direct the use of an identified asset and those having lease term equal
to or less than 12 months. The lease payments associated with these leases are recognised as expense on a straight-line
basis over the lease term. Accordingly, the adoption of IFRS 16 did not have any significant impact on financial position
and / or financial performance of the Company.

Property, plant and equipment

Operating assets and depreciation

Initial recognition

The cost of an item of property, plant and equipment is recognised as an asset if it is probable that future economic benefits

Notes to the Financial Statements

FOR THE YEAR ENDED JUNE 30, 2020

4.3

4.4

associated with the item will flow to the entity and the cost of such item can be measured reliably.

Recognition of the cost in the carrying amount of an item of property, plant and equipment ceases when the items is in
the location and condition necessary for it to be capable of operating in the manner intended by the management.

Measurement

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses, if any. The cost
of property, plant and equipment includes:

(@) its purchase price including import duties, non refundable purchase taxes after deducting trade discounts and rebates;

(b) any other costs directly attributable to bringing the asset to the location and condition necessary for it to be capable
of operating in the manner intended by the management; and

(c) Borrowing costs, if any.

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate
items (major components) of property, plant and equipment.

Subsequent expenditure (including normal repairs and maintenance)

Expenditures incurred to replace a significant component of an item of property, plant and equipment is capitalised and
the asset so replaced is retired. Other subsequent expenditure is capitalised only when it is probable that future economic
benefits associated with the item will flow to the entity and the cost of the items can be measured reliably. All other
expenditures (including normal repairs and maintenance) is recognised in the profit or loss as an expense when it is
incurred.

Depreciation

Depreciation on all items is charged on straight line method. The useful lives for depreciation are indicated in note 5.1.

Depreciation on additions to property, plant and equipment is charged from the month the asset is available for use upto
the month of disposal.

Depreciation methods, useful lives and residual values of each part of property, plant and equipment that is significant in
relation to the total cost of the asset are reviewed, and adjusted if appropriate, at each balance sheet date.

Gains and losses on disposal

The gain or loss on disposal of an item of property, plant and equipment is determined by comparing the proceeds from
disposal with the carrying amount of the property, plant and equipment, and is recognized in the profit or loss.

Capital work in progress

Capital work in progress is stated at cost less impairment loss, if any and consists of expenditures incurred (including any
borrowing cost, if applicable) and advances made in the course of their construction and installation. Transfers are made
to relevant asset category as and when assets are available for intended use.

Intangibles

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.

Leases
Policy applicable after 1 July 2019
A contract is, or contains a lease if the contract conveys a right to control the use of an identified asset for a period of time

in exchange for consideration. Right-of-use asset and lease liability are recognised at the lease commencement date.
The right-of-use asset is initially measured at cost, and subsequently at cost less any accumulated depreciation and
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impairment losses if any, and adjusted for certain remeasurements of the lease liability. The right-of-use asset is depreciated
using the straight line method over the shorter of the lease term and the asset's useful life . The estimated useful lives of
assets are determined on the same basis as that for owned assets. In addition, the right-of-use asset is periodically reduced
by impairment losses, if any.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement
date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined, the entity's
incremental borrowing rate. The lease liability is subsequently increased by the interest cost on the lease liability and
decreased by lease payments made. It is re-measured when there is a change in future lease payments arising from a
change in an index or rate, a change in assessment of whether extension option is reasonably certain to be exercised or
a termination option is reasonably certain not to be exercised.

The Company has elected not to recognise right-of-use asset and lease liabilities of lease contracts which do not convey
the right to direct the use of an identified asset and those having lease term equal to or less than 12 months. The leases
payments associated with these leases are recognised as an expense on a straight-line basis over the lease term.

Policy applicable before 1 July 2019

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of
ownership to the Company. All other leases are classified as operating leases.

Assets held under finance leases along with corresponding lease liabilities are initially recognized at their fair value at the
inception of the lease or, if lower, at the present value of the minimum lease payments. Lease payments are apportioned
between finance costs and reduction of the lease liability so as to achieve a constant rate of interest on the remaining
balance of the liability. Finance costs are recognized in statement of profit or loss, unless they are directly attributable to
qualifying assets.

Payments made under operating leases (net of any incentives received from the lessor) are charged to profit or loss on a
straight-line basis over the period of the lease.

In the context of sale and leaseback transactions, where a sale and leaseback transaction is classified as a finance lease,
any excess of the sale proceeds over the carrying values is deferred and recognized in profit or loss over the lease term.
Any loss representing the excess of the carrying values over the sale proceeds is recognized immediately in statement of
profit or loss.

4.5 Long term investment - subsidiary
Investment in subsidiary is stated at cost less impairment losses, if any.

4.6 Financial Instruments

4.6.1 Classification, recognition and measurement - Financial Assets
Classification
The Company classifies its financial assets in the following measurement categories:
- fair value through other comprehensive income (FVOCI);
- fair value through profit or loss (FVTPL); and

- measured at amortised cost.

The classification depends on the entity’s business model for managing the financial assets and the contractual terms of
the cash flows.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as at fair
value through profit or loss:

- itis held within business model whose objective is to hold assets to collect contractual cash flows; and
- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on
principal amount outstanding.

A financial asset is measured at FVOCI if it meets both of the following conditions and is not designated as at FVTPL:

- itis held within a business model whose objective is achieved by both collecting contractual cash flows and selling
financial assets; and
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- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on
the principal amount outstanding.

A financial asset shall be measured at fair value through profit or loss unless it is measured at amortised cost or at FVOCI.
However the Company may make an irrevocable election at initial recognition for particular investments in equity instruments
that would otherwise be measured at FVTPL to present subsequent changes in fair value in other comprehensive.

Oninitial recognition, the Company may, irrevocably designate a financial asset as measured at FVTPL if doing so eliminates
or significantly reduces a measurement or recognition inconsistency (‘accounting mismatch') that would otherwise arise
from measuring assets or liabilities or recognising the gains and losses on them on different bases.

Initial measurement - Financial Assets

Afinancial asset is initially measured at fair value plus, for an item not at FVTPL, transaction costs that are directly attributable
to its acquisition. However, at initial recognition, the Company measures trade receivables at their transaction price if the
trade receivables do not contain a significant financing component.

Subsequent measurement
Debt Investments at FVOCI These assets are subsequently measured at fair value. Interest / markup
income calculated using the effective interest method, foreign exchange
gains and losses and impairment are recognised in the statement of profit
or loss. Other net gains and losses are recognised in other comprehensive

income. On de-recognition, gains and losses accumulated in other
comprehensive income are reclassified to the statement of profit or loss.

Equity Investments at FVOCI These assets are subsequently measured at fair value. Dividends are
recognised as income in the statement of profit or loss unless the dividend
clearly represents a recovery of part of the cost of the investment. Other
net gains and losses are recognised in other comprehensive income and

are never reclassified to the statement of profit or loss.

Financial assets at FVTPL These assets are subsequently measured at fair value. Net gains and
losses, including any interest / markup or dividend income, are recognised
in profit or loss.

Financial assets measured at These assets are subsequently measured at amortised cost using the

amortised cost effective interest method. The amortised cost is reduced by impairment
losses. Interest / markup income, foreign exchange gains and losses and
impairment are recognised in the statement of profit or loss.

4.6.2 Non-derivative Financial assets

All non-derivative financial assets are initially recognised on trade date i.e. date on which the Company becomes party to
the respective contractual provisions. Non-derivative financial assets comprise loans and receivables that are financial
assets with fixed or determinable payments that are not quoted in active markets and includes trade debts, advances,
other receivables and cash and cash equivalent. The Company derecognises the financial assets when the contractual
rights to the cash flows from the asset expires or it transfers the rights to receive the contractual cash flows in a transaction
in which substantially all of the risk and rewards of ownership of the financial assets are transferred or it neither transfers
nor retain substantially all of the risks and rewards of ownership and does not retain control over the transferred asset.

46.21 Trade debts, deposits, advances and other receivables

These are classified at amortized cost and are initially recognised when they are originated and measured at fair value of
consideration receivable. These assets are written off when there is no reasonable expectation of recovery. Further, these
assets are adjusted for loss allowances that are measured at amount equal to lifetime expected credit loss that result from
all possible default events over expected life of the financial asset.
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46.2.2 Cash and cash equivalents

4.6.3

For the purpose of presentation in statement of cash flow, cash and cash equivalents includes cash in hand, balances with
banks and short term borrowings availed by the Company, which are repayable on demand and form an integral part of
the Company’s cash management.

Financial Liabilities

Financial liabilities are initially recognised on trade date i.e. date on which the Company becomes party to the respective
contractual provisions. Financial liabilities include mark-up bearing borrowings and trade and other payables. The Company
derecognises the financial liabilities when contractual obligations are discharged or cancelled or expire. Financial liability
other than at fair value throug or loss are initially measured at fair value less any directly attributable transaction cost initial
recognition, these liabilities are measured at amortised cost using effective interest rate method.

4.6.3.1 Mark-up bearing borrowings and borrowing costs

Mark-up bearing borrowings are recognised initially at fair value, less attributable transaction costs. Subsequent to initial
recognition, mark-up bearing borrowings are stated at amortized cost, while the difference between the cost (reduced for
periodic payments) and redemption value is recognized in the profit and loss account over the period of the borrowings
using the effective interest method.

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset are capitalized
as part of the cost of the relevant asset.

4.6.3.2 Trade and other payables

Trade and other payables are recognised initially at fair value plus directly attributable costs, if any, and subsequently
measured at amortised costs.

4.6.3.3 Offsetting of financial assets and financial liabilities

4.7

4.8

Financial assets and financial liabilities are offset and the net amount is reported in the financial statements only when the
Company has currently legally enforceable right to set-off the recognised amounts and the Company intends either to
settle on a net basis or to realize the assets and to settle the liabilities simultaneously. The legally enforceable right must
not be contingent on future events and must be enforceable in normal course of business and in the event of default,
insolvency or winding up of the Company or the counter parties.

Taxation

Income tax expense comprises current and deferred tax. It is recognised in profit or loss except to the extent that it relates
to, or items recognised directly in equity or in other comprehensive income, in which case the tax amounts are recognized
directly in other comprehensive income or equity, as the case may be.

i) Current

Current tax is the expected tax payable or receivable on the taxable income or loss for the year; calculated using tax rates
enacted or substantively enacted by the end of the reporting period. The calculation of current tax takes into account tax
credit and tax rebates, if any, and is inclusive of any adjustments to income tax payable or recoverable in respect of previous
years.

i) 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 or loss. Deferred tax liability is restricted to
92.34% (2019: 92.99%) of the total deferred tax liability based on the assumptions thatexport sales will continue under
Final Tax Regime and historical trend of export and local sales ratio will continue to be approximately the same in
foreseeable future.

Employee retirement benefits
Defined benefit plans

The Company operates a funded pension scheme and post retirement medical benefit for chief executive, one non-executive
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4.9

4.10

4.11

41141

director and one former director. The liability recognised in the balance sheet in respect of the defined benefit plans is the
present value of the defined benefit obligation at the end of the reporting period less the fair value of plan assets. The
defined benefit obligation is ca annually by independent actuary using the projected unit credit method. Remeasurements
which comprise actuarial gains and losses and the return on plan assets (excluding interest) are recognised immediately
in other comprehensive income. The latest actuarial valuation of the defined benefit plans was conducted at 30
June 2020.

The current and past-service costs are recognized immediately in statement of profit or loss account. Further,the amount
arising as a result of remeasurements are recognised in the balance sheet immediately, with a charge or credit to other
comprehensive income in the periods in which they occur.

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.

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. ltems in transit are valued at cost comprising invoice value plus other charges incurred thereon.

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. 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. Cost of work in process and finished goods includes direct cost of materials, direct cost of labour and
production overheads.

Impairment losses
Financial assets

The Company recognises loss allowances for Expected Credit Losses (ECLs) in respect of financial assets measured at
amortised cost.

The Company measures loss allowances at an amount equal to lifetime ECLs, except for the following, which are measured
at 12-month ECLs:

- debt securities that are determined to have low credit risk at the reporting date; and

- other debt securities and bank balance for which credit risk (i.e. the risk of default occuring over the expected life of
the financial instrument) has not increased significantly since initial recognition.

Loss allowances for trade receivables are always measured at an amount equal to lifetime ECLs.

When determining whether the credit risk of a financial asset has increased significantly since initial recognition and when
estimating ECLs, the Company considers reasonable and supportable information that is relevant and available without
undue cost or effort. This includes both quantitative and quanlitative information and analysis, based on the Company's
historical experience and informed credit assessment and including forward-looking information.

The Company assumes that the credit risk on a financial asset has increased significantly if it is more than past due for a
reasonable period of time. Lifetime ECLs are the ECLs that result from all possible default events over the expected life of
a financial instrument. 12-month ECLs are the portion of ECLs that result from default events that are possible within the
12 months after the reporting date (or a shorter period if the expected life of the instrument is less than 12 months). The
maximum period considered when estimating ECLs is the maximum contractual period over which the Company is exposed
to credit risk.

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying amount of
the assets.

The gross carrying amount of a financial asset is written off when the Company has no reasonable expectations of recovering
of a financial asset in its entirety or a portion thereof. The Company individually makes an assessment with respect to the
timing and amount of write-off based on whether there is a reasonable expectation of recovery. The Company expects no
significant recovery from the amount written off. However, financial assets that are written off could still be subject to
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enforcement activities in order to comply with the Company's procedures for recovery of amounts due.

The adoption of the expected loss approach has not resulted in any material change in impairment provision for any financial
asset.

4.11.2 Non-financial assets

4.12

4.13

4.14

4.15

4.16

The carrying amount of the Company's non-financial 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.

ljarah

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

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.

Foreign currency transactions and translation

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.

Revenue recognition

Revenue is recognized when a contractual promise to a customer (performance obligation) has been fulfilled by transferring
control over the promised goods and services to the customer. Revenue from sale of goods is recognised at the point in
time when control of the product has transferred, being when the products are delivered to the customer. Invoices are
generated and revenue is recognised on delivery of goods. Delivery occurs when the products have been shipped to / or
and delivered to the customer’s destination / specific location, the risks of loss have been transferred to the customer and
the customer has accepted the product.

The consideration which the Company receives in exchange for its goods or services may be fixed or variable. Variable
consideration is only recognized when it is highly probable that a significant reversal will not occur. Revenue is measured
based on the consideration specified in a contract with a customer, net of returns, amounts collected on behalf of third
parties (sales taxes etc), pricing allowances, other trade discounts, volume rebates and couponing, price promotions to
consumers / customers and any other consideration payable to customers. The level of discounts, allowances and
promotional rebates are recognized, on estimated basis using historical experience and the specific terms of the arrangement,
as a deduction from revenue at the time that the related sales are recognized or when such incentives are offered to the
customer or consumer. Sales return provisions are recognized as deduction from revenue based on terms of the arrangements
with the customer and are included in trade and other payables. No asset is recognized for returns as they are not anticipated
to be resold. A receivable is recognised when the goods are delivered as this is the point in time that the consideration is
unconditional because only the passage of time is required before the payment is due.

The Company provides retrospective discounts to its customers on all products purchased by the customer once the
quantity of products purchased during the period exceeds a threshold specified in the contract. A contract liability is
recognised for expected discount payable to customers in relation to sales made until the end of the reporting period.
Further, a contract liablity is also recognised for short term advances that the Company receives from its customers.
Miscellaneous income

Miscellaneous income including export rebate is recognised on receipt basis.
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4.17

4.18

4.19

4.20

4.21

4.22

4.23

5.

Interest / Mark up income / late payment by trade debtors

Income on late payment by trade debtors is recognised on accrual basis.

Dividend income

Dividend income is recognised when the Company's right to receive payment is established.
Income from debt securities

Income on bank deposit and debt securities is recognised on a time proportion basis using effective interest rate
method.

Segment information

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision-maker. The chief operating decision-maker, who is responsible for allocating resources and assessing performance
of the operating segments, has been identified as the Board of Directors of the Company that makes strategic decisions.

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

Dividend distribution to the Company's shareholders and appropriations to / from reserves are recognised in the period
in which these are approved.

Government grants

Government grants are transfers of resources to an entity by a government entity in return for compliance with certain past
or future conditions related to the entity's operating activities - e.g. a government subsidy. The definition of "government"
refers to governments, government agencies and similar bodies, whether local, national or international.

The Company recognizes government grants when there is reasonable assurance that grants will be received and the
Company will be able to comply with conditions associated with grants.

Government grants are recognized at fair value, as deferred income, when there is reasonable assurance that the grants
will be received and the Company will be able to comply with the conditions associated with the grants.

Grants that compensate the Company for expenses incurred, are recognized on a systematic basis in the income for the
year in which the related expenses are recognized. Grants that compensate for the cost of an asset are recognized in
income on a systematic basis over the expected useful life of the related asset.

Aloan is initially recognized and subsequently measured in accordance with IFRS 9. IFRS 9 requires loans at below-market
rates to be initially measured at their fair value - e.g. the present value of the expected future cash flows discounted at a
market-related interest rate. The benefit that is the government grant is measured as the difference between the fair value
of the loan on initial recognition and the amount received, which is accounted for according to the nature of the grant.

| 2020 | 2019

(Rupees in thousand)
PROPERTY, PLANT AND EQUIPMENT

Operating fixed assets 5.1 4,478,220 4,078,212
Capital work-in-progress 5.4 359,551 498,543
4,837,771 4,576,755
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5.1 Operating fixed assets:

Office and
other Computers
equipments

Building on
leasehold
land

Plant and Furniture
machinery and fittings

Laboratory
equipments

Leasehold

and Total

Vehicles

(Rupees in thousand)
At 1 July 2019

Cost 232,549 2,381,611 2,594,700 139,257 210,631 183,525 40,418 57,135 5,839,826
Accumulated depreciation (36,859)  (338,666) (1,057,873) (69,392) (86,088)  (133,902) (17,074) (21,760) (1,761,614)
Net book value 195,690 2,042,945 1,536,827 69,865 124,543 49,623 23,344 35,375 4,078,212
Additions / transfer - note 5.4.1 - 299,295 503,073 12,429 17,900 36,910 10,162 19,676 899,445
Disposals
Cost - - (3,284) (203) (1,507) (3,492) - (23,644) (32,130)
Accumulated depreciation - - 3,284 14 1,489 3,408 - 7,016 15,343
- - - (57) (18) (84) - (16,628) (16,787)
Depreciation charge for the year (4,198) (80,327) (289,027) (23,723) (35,451) (31,734) (5,135) (13,055) (482,650)
Closing net book value 191,492 2,261,913 1,750,873 58,514 106,974 54,715 28,371 25,368 4,478,220
At 30 June 2020
Cost 232,549 2,680,906 3,094,489 151,483 227,024 216,943 50,580 53,167 6,707,141
Accumulated depreciation (41,057) (418,993) (1,343,616) (92,969) (120,050)  (162,228) (22,209) (27,799) (2,228,921)
Net book value 191,492 2,261,913 1,750,873 58,514 106,974 54,715 28,371 25,368 4,478,220
Useful life (years) 38 - 99 5-60 5-10 5 5-10 3 5-10 5
At 1 July 2018 20
Cost 232,549 1,957,832 2,050,344 151,332 218,534 183,724 40,968 80,454 4,915,737
Accumulated depreciation (32,664)  (285,244) (884,124) (68,103) (75,237)  (152,671) (19,187) (42,767) (1,559,997)
Net book value 199,885 1,672,588 1,166,220 83,229 143,297 31,053 21,781 37,687 3,355,740
Additions / transfer - note 5.4.1 - 432,233 619,090 9,623 18,690 45,241 5,435 31,136 1,161,448
Disposals
Cost - (8,454) (74,734) (21,698) (26,593) (45,440) (5,985) (54,455)  (237,359)
Accumulated depreciation - 6,189 72,623 21,511 23,677 44,997 5,682 32,394 207,073
- (2,265) 2,111) (187) (2,916) (443) (303) (22,061) (30,286)
Depreciation charge for the year (4,195) (59,611) (246,372) (22,800) (34,528) (26,228) (3,569) (11,387)  (408,690)
Closing net book value 195,690 2,042,945 1,536,827 69,865 124,543 49,623 23,344 35,375 4,078,212
At 30 June 2019
Cost 232,549 2,381,611 2,594,700 139,257 210,631 183,525 40,418 57,135 5,839,826
Accumulated depreciation (36,859)  (338,666) (1,057,873) (69,392) (86,088)  (133,902) (17,074) (21,760) (1,761,614)
Net book value 195,690 2,042,945 1,536,827 69,865 124,543 49,623 23,344 35,375 4,078,212
Useful life (years) 38-99 5-60 5-10 5 5-10 & 5-10 5)

5.2 The depreciation charge for the year has been allocated as follows:

2020 | 2019

(Rupees in thousand)

Cost of sales 23 374,441 305,912
Distribution costs 24 16,752 16,966
Administrative expenses 25 91,457 85,812

482,650 408,690
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5.3 The details of property, plant and equipment having net book value of Rs. 500,000 and above sold / disposed
of during the year are as follows:

Description Cost ﬁ:;mli‘;%t:: Net book value Sale proceeds Galgiéggzzz oM | Mode of disposal Partlaci‘tzllarr;atgg‘usr&gaser
(Rupees in thousand)
Vehicles 1,143 487 656 603 (53) Company Policy Asadullah Khan
Company's Executive
Vehicles 1,967 201 1,767 2,184 447 Company Policy Wajahat ljaz
Company's Executive
Vehicles 1,215 228 987 1,159 172 Company Policy Saeed Ahmed
Company's Executive
Vehicles 1,012 101 911 1,013 102 Company Policy | Muhammad Fawad Khan
Company's Executive
Vehicles 1,275 133 1,142 1,300 158 Company Policy Sameeullah
Company's Executive
Vehicles 1,784 112 1,673 1,684 11 Company Policy Farhan Parekh
Company's Executive
Vehicles 873 29 844 867 23 Company Policy Nouman Nadeem
Company's Executive
Vehicles 1,697 283 1,414 1,608 194 Company Policy M. Azam
Company's Executive
Vehicles 975 75 900 1,150 250 Company Policy Syed Zia ul Husain
Company's Executive
Vehicles 980 57 923 1,242 319 Company Policy Abdul Kaleem
Company's Executive
Vehicles 532 30 502 688 186 Company Policy | Aneeque Khan Khakwani
Company's Executive
Vehicles 1,013 92 921 1,063 132 Company Policy Syed Anas Ali Tirmizi
Company's Executive
Total 14,466 1,827 12,640 14,551 1,911

2020 | 2019

(Rupees in thousand)
5.4  Capital work-in-progress (CWIP)

Civil work 53,395 173,484
Plant and machinery 80,066 107,473
Office equipment 152 7,092
Advance against acquisition of land 224,936 210,494
Advance against computer 1,002 -
359,551 498,543

5.4.1 During the year the additions to CWIP and transfer of respective assets amounted to Rs. 428.07 million (2019:
Rs. 548.296 million) and Rs. 574.76 million (2019: Rs. 850.59 million) respectively.

5.5 Particulars of immovable property (i.e. land and building) in the name of the Company are as follows:

Location Usage of immovable property Total Area (In Sq. Ft.) Covered Area (In Sq. Ft.)
Corporate office Office Building 45,099 40,589
S.I.T.E. Manufacturing plant 76,491 62,029
Port Qasim Manufacturing plant 435,600 265,556
Nooriabad Manufacturing plant 602,951 120,112
Gujranwala Manufacturing plant 130,000 36,000

Multan Warehouse 43,560 43,560
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2020 | 2019

(Rupees in thousand)
6. INTANGIBLES

Computer software and ERP System 6.1 37,301 77,083
Systems under development 6.3 7,861 3,135
45,162 80,218
6.1 Computer software and ERP System
Net carrying value basis
Opening net book value 77,083 70,196
Additions (at cost) / transfer 3,514 54,691
Amortisation for the year (43,296) (47,804)
Closing net book value 37,301 77,083
Gross carrying value basis
Cost 276,434 272,920
Accumulated amortisation (239,133) (195,837)
Net book value 37,301 77,083

Useful life (years) 3

6.2 The amortization charge for the year has been allocated as follows:

3
2020 | 2019

(Rupees in thousand)

Cost of sales 23 6 -
Distribution costs 24 - 591
Administrative expenses 25 43,290 47,213

43,296 47,804

6.3  This represent amount given to vendor for the development of software which is expected to be capitalised next year.

2020 | 2019

(Rupees in thousand)
7. LONG TERM INVESTMENT

Investment at fair value through

profit or loss (FVTPL) 7.1 30,000 -
Investment in subsidiary - at cost 7.2 31,719 31,719
61,719 31,719

7.1  On25February 2020, the Company subscribed 2,999,500 ordinary shares of Rs.10 each in Naimat Collateral Management
Company Limited (NCMCL) for Rs. 30,000,000. The Company's shareholding gives it ownership interest and voting
power of 10% in NCMCL. NCMCL is an unlisted public company that was incorporated under Companies Act, 2017
on 21 January 2020 and has its registered office at C-25/B, Block 4, Clifton, Karachi Saddar Town, Sindh, Pakistan. It
is engaged in the business of providing storage and preservation services for a range of agricultural commodities as
well as issuing credible warehouse receipts for agricultural commodity financing.

7.2 National Foods DMCC (NF DMCC)

National Foods DMCC (NF DMCC) was registered on 7 November 2012 in Dubai Multi Commodities Centre (“DMCC”)
pursuant to Dubai (DMCC) Law No. 4 of 2001 and operates in the United Arab Emirates (“UAE”) under a trade license
issued by DMCC.

The primary objective of NF DMCC is to boost export sales of its parent company through trading in food stuff
and other services. NF DMCC also has following two wholly owned direct subsidiaries and one indirect subsidiary
as follows:
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National Foods Pakistan (UK) Limited

National Foods Pakistan (UK) Limited was incorporated in United Kingdom on 29 May 2013 as a private company
under the UK Companies Act, 2006. The company is a wholly owned subsidiary of National Foods DMCC and is
principally engaged in the trading of food products.

National Epicure Inc.

National Epicure Inc. ("NEI") was incorporated in Canada on 16 October 2013 under the Canada Business
Corporations Act. NEI is a wholly owned subsidiary of National Foods DMCC. NEl is principally engaged in the
trading of food products.

A-1 Bags & Supplies Inc.

A 1 Bags & Supplies Inc. (the “Company”) was incorporated under the Business Corporations Act of Ontario on

March 14, 2001. National Epicure Inc. acquired 60% holding in A-1 Bags and Supplies in the year 2017 and is
principally engaged in distribution and wholesale of food products, disposables, janitorial and sanitation products.

| 2020 | 2019

(Rupees in thousand)
8. STOCK-IN-TRADE

Raw materials 8.1 1,236,970 924,038
Provision for obsolescence (15,140) (19,652)
1,221,830 904,386

Packing materials 8.1 499,818 463,356
Provision for obsolescence (42,774) (42,867)
457,044 420,489

Work in process 1,369,242 1,671,610
Provision for obsolescence (24,829) (81,133)
1,344,413 1,640,477

Finished goods 9.1&9.2 1,041,286 1,047,006
Provision for obsolescence (20,865) (56,660)
1,020,421 990,346

4,043,708 3,955,698

8.1 Stock in trade includes Rs. 1.98 billion (2019: Rs. 2.04 billion) held with third parties for the purpose of further
distribution to end customers and packaging purposes.

8.2 The above balances include items costing Rs. 35.13 million (2019: Rs. 65.17 million) valued at net realisable value
of Rs. 28.84 million (2019: Rs. 47.29 million).

8.3  During the year, the Company has made reversal / (2019: charge) in provision for obsolescence of Rs. 35.11 million
(2019: Rs. 59.2 million) and has written off stocks against the provision amounting to Rs. 68.88 million (2019: Rs.
53.9 million).
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9.1

9.1.1

9.2

9.2.1

2020 | 2019

(Rupees in thousand)
TRADE DEBTS

Considered good - unsecured

- Related parties 9.2 824,480 597,371
- Others 877,924 303,977
1,702,404 901,348
Considered doubtful 20,222 69,564
1,722,626 970,912
Allowance for impairment 9.1 (20,222) (69,564)
1,702,404 901,348

The movement in the allowance for impairment for trade debts is as follows:

| 2020 | 2019

(Rupees in thousand)

Opening allowance for impairment 69,564 118,774
Charge / (reversal) for the year - net* (16,694) 17,283
Write-off during the period (32,648) (61,493)
Closing allowance for impairment 20,222 69,564

*During the year the Company has recovered Rs. NIL (2019: 7 million)
which had been written off in the prior year.

During the year the Company has written-off trade debts
amounting to Rs. 5.99 million (2019: Nil).

Receivable from related parties

National Foods DMCC 824,480 597,371

The maximum aggregate amount due from the related party at the end of any month during the year are as follows:

2020 | 2019

(Rupees in thousand)

National Foods DMCC 828,798 615,200

As at 30 June 2020, the gross amount of trade debts due from related parties is Rs. 824.5 million (2019: Rs. 597.4
million) out of which Rs. 340.02 million (2019: Rs.207.67 million) were past due. The ageing of these trade debts
is up to 3 months.
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9.2.2 The Company has made export sales amounting to Rs. 1,476 million. Exports sales represents sales made to NF

10.

10.1

11.

12,

121

DMCC - a wholly owned subsidiary of the Company and that to another customer, in United Arab Emirates and
Afghanistan respectively.

| 2020 | 2019

(Rupees in thousand)

ADVANCES

Considered good

Employees - against expenses 10.1 15,207 942

Suppliers 125,295 107,314
140,502 108,256

Considered doubtful

Suppliers 27,684 27,684
168,186 135,940

Provision for doubtful advances to suppliers (27,684) (27,684)
140,502 108,256

These advances do not carry any mark up arrangement.

TRADE DEPOSITS AND PREPAYMENTS

Considered good

Deposits 111 9,000 9,000
Prepayments 51,439 33,290
60,439 42,290

These trade deposits and prepayments are mainly against rent, insurance and utilities and are not considered
doubtful. These do not carry any mark up arrangement.

2020 [ 2019

(Rupees in thousand)
OTHER RECEIVABLES

Due from related parties
- ATC Holdings (Private) Limited (formerly Associated

Textile Consultants (Private) Limited) 121 5,894 1,511

- Director 121 5 -
5,899 1,511

Others 2,200 398
8,099 1,909

The balances due from related parties are past due by more than six months but not considered impaired.
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2020 [ 2019

(Rupees in thousand)

13. CASH AND BANK BALANCES

Cash in hand 2,024 984

Cash at bank - current account

- local currency 13.1 246,438 149,872

- foreign currency 338,365 249,442
584,803 399,314
586,827 400,298

13.1 The current accounts are placed with banks under conventional banking arrangements.

14. ISSUED, SUBSCRIBED AND PAID-UP CAPITAL

~ a0 | aoi0 T L

(Rupees in thousand)

Number of Shares

2,511,980 2,511,980  Ordinary shares of Rs. 5 (2019: Rs. 5) each
issued for consideration paid in cash 12,560 12,560

146,681,892 121,816,247  Ordinary shares of Rs. 5 (2019: Rs. 5) each
as fully paid bonus shares 733,409 609,081
149,193,872 124,328,227 745,969 621,641

14.1  Asat 30 June 2020, ATC Holdings (Private) Limited (formerly Associated Textile Consultants (Private) Limited) (ultimate
parent company) held 49,979,562 (2019: 41,229,268) ordinary shares of the Company.

2020 [ 2019

(Rupees in thousand)

15. LONG TERM FINANCE

Secured long-term finances utilised

under mark-up arrangements 15.1 1,034,485 487,116
Classified under current liability (197,454) (69,144)
837,031 417,972
Deferred income - government grant 15.2 35,073 -
Current portion of deferred income - government grant (22,869) -
12,204 -
849,235 417,972
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15.1 This represents long term finance facility of Rs. 250 million for ten years, Long term loan of Rs. 300 million for six
years, Long term loan of Rs. 300 million for ten years & salary refinance loan of Rs. 351.5 million obtained from
commercial bank having mark-up at the rate of State Bank of Pakistan (SBP) base rate + 0.3% (effective rate:
3.3%), 3 months Kibor + 0.1%, 3 months Kibor + 0.4% & SBP base rate + 2% of (effective rate: 2%) respectively.
The loans are secured by way of hypothecation of the Company's present and future fixed assets and hypothecation
of the Company's present and future stocks and receivables.

15.2 Due to the effects of pandemic, State Bank of Pakistan took various steps to support the economy. SBP introduced
a refinance scheme for payment of salaries and wages at subsidized rate of borrowing.

The company has obtained the said borrowing from Habib Bank Limited (“HBL”) at subsidized rate on 25 June
2020 at 2% concessional interest rate which is repayable by October 2022 in 8 quarterly installments to HBL
under the SBP scheme.

Government grant amounting to Rs. 35 million has been recorded during the year ended 30 June 2020 and Rs.
0.343 million has been amortised during the year. In accordance with the terms of the grant, the company is
prohibited to lay-off its employees for three months from the disbursement of the loan.

2020 [ 2019

(Rupees in thousand)
16. DEFERRED TAXATION - net

Credit / (debit) balance arising in respect of:

Accelerated tax depreciation / amortisation 394,373 371,105
Provision for stock obsolescence (27,744) (40,536)
Provision for doubtful trade debts (5,415) (18,760)
Long-term finance 9) -
Provision for retirement benefits obligations and other provisions (70,687) (84,936)
290,518 226,873
17. DEFERRED LIABILITIES
Pension Plan 50,165 34,276
Pensioners' Medical Plan 30,358 31,939
80,523 66,215

17.1 The Company operates a funded pension scheme and post retirement medical benefit for chief executive, one
non-executive and one former director. Actuarial valuation of these plans is carried out every year and the latest
actuarial valuation was carried out as at 30 June 2020.

17.2 Plan assets held in trust are governed by local regulations which mainly include the Trust Act, 1882, the Companies
Act, 2017, the Income Tax Rules, 2002 and Rules under the Trust Deed of the Plans. Responsibility for governance
of the Plans, including investment decisions and contribution schedules, lies with the Board of Trustees. The
Company appoints the Trustees and all Trustees are employees of the Company.

17.3 The latest actuarial valuation of the Fund as at 30 June 2020 was carried out using the Projected Unit Credit
Method. Details of the Fund as per the actuarial valuation are as follows:
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17.4 Balance sheet reconciliation m 2019
Eere e Vel B 17.11 Principal actuarial assumptions
2020 2019 2020 2019 Expected rate of increase in salaries 9.25% 14.50%
. . i i i 0, (o)
(Rupees in thousand) (Rupees in thousand) Expected rate of increase in pension . 4.250/0 9.50?
Present value of defined E)_(pected rate of increase in medical benefits 9.25% 14.50%
benefit obligations 180,215 156,293 84,866 81,984 Discount factor used 9.25% 14.50%
Fair value of plan assets (130,050) (122,017) (54,508) (50,045) Mortality rate SLIC (2001-05) SLIC 2001 - 2005
50,165 34,276 30,358 - 31939
Rates of employee turnover Moderate Moderate
17.5 Movement in the net liability recognised
Opening balance o 34,276 11,715 31,039 30,651 Pension Pensioners'
Remeasurements recognised in 17.12 Components of defined benefit cost for the next year Plan Medical Plan
other comprehensive income 5,339 28,914 4,127) 32,071 .
Charge / (income) for the year 10,550 5,362 6,168 3,999 (Rupees in thousand)
Contribution made - (11,715) - (30,651)
Payments made to members .
(beneficiaries) by Company = - (3,622) (4,131) Current service cost 6,511 1,809
Closing balance 50,165 34,276 30,358 31,939
176  Remeasurements recoanised in other Interest cost on defined benefit obligation 16,770 7,742
’ comprehensive incor?,e Interest income on plan assets (12,119) (5,056)
_ . Net interest cost 4,651 2,686
Re('gr;’ifsﬂgzg‘i?]tzbﬁgggfl Cost for the next year to be recognized in statement of profit or loss 11,162 4,495
- (Gain) / Loss due to change in
financial assumptions (2,700) 1,904 1,044 (852) . . L o
- (Gain) / Loss due to change in 17.13 In case of the funded plans, the Company ensures that the investment positions are managed within an Asset-Liability
Acfa‘g’r?;e(gg;)""ﬂg:ggen”ézﬁned 1159 16,044 B 31,017 Matching (ALM) framework that has been developed to achieve long-term investments that are in line with the
benefit obligation (1,514) 17,948 (7,002) 30,165 obligations under the retirement benefit plan. Within this framework, the Company’s ALM objective is to match
Re-measurements: Return on plan assets assets to the ret?rement benefit obligations by inlvesting in Iong—term fixed interest securities With maturities that
- Actual return on plan assets 10,881 472 4,463 80 match the benefit payments as they fall due and in the appropriate currency. The Company actively monitors how
;\lé?t;'_erﬁgg‘scuor;"rﬁe%q f;gg;;i‘ztj‘in . 7 11438 L) 1,986 the duration and the expected yield of the investments are matching the expected cash outflows arising from the
comprehensive income 6,853 10,966 2,875 1,906 retirement benefit plan obligations. The Company has not changed the processes used to manage its risks from
Total defined benefit cost recognised in other previous periods. The Company does not use derivatives to manage its risk. Investments are well diversified, such
comprehensive income 5,339 28914 (4,127) 32,071 that the failure of any single investment would not have a material impact on the overall level of assets.
17.7  Expense recognised in
profit and loss account
Component of defined benefit costs The expected return on plan assets was determined by considering the expected returns available on the assets
recognized in profit and loss account underlying the current investment policy. Expected yields on fixed interest investments are based on gross
Current service cost 5,551 4185 1,840 1,076 redemption yields as at the balance sheet date.
Net interest cost
- Interest cost on defined benefit obligation 22,733 | 12,615 | | 11,666 4,909 17.14 Sensitivity analysis for actuarial assumptions
- Interest income on plan assets (17,734) (11,438) (7,338) (1,986)
4,999 1177 43 2,923
10,550 5,362 6,168 3,999 The sensitivity of the defined benefit obligation to changes in the weighted principal assumptions is:
17.8  Movement in the present value of . H H i 7
defined benefit obligations Change in Impact on defined benef_lt qbll_g_atlon
assumption - Increase / decrease in liability
Obligation as at July 1 156,293 126,254 81,984 49,965
Current service cost 5,551 4,185 1,840 1,076 i
Interest cost 22,733 12,615 11,666 4,909 (Rupees in thousand)
Benefits paid (2,848) (4,709) (3,622) (4,131) 2020
Actuarial loss / (gain) (1,514) 17,948 (7,002) 30,165
Obligation as at June 30 180,215 156,293 84,866 81,984
17.9  Movement in the fair value of plan assets Discount rate_at June 30 1.00% 305,338 232,141
Future salary increases 1.00% 189,640 171,237
Asat July 1 122,017 114,539 50,045 19,314 ion i )
Expected return on plan assets 17,734 11,438 7,338 1,986 FUtu_re pen5|o.n Increases 1.00 o/o 198,657 164,324
Contribution made 5 11,715 . 30,651 Medical cost increases 1.00% 96,252 75,428
Benefits paid (2,848) (4,709) - -
Return on plan assets excluding interest (6,853) (10,966) (2,875 (1,906) 2019
As at June 30 130, 122,017 54,508 50,045
. . Discount rate at June 30 1.00% 210,078 272,585
1710 Plan assets comprise of the following: Future salary increases 1.00% 164,462 148,562
gpeﬁialt%avi;zgs Certificates 47084 mg,ggg 19.801 421’3; g Future pension increases 1.00% 170,879 143,602
asn at ban 5 y 3 y i i
Investment in mutual fund 82,806 10.330 34,707 43,396 Medical cost increases 1.00% 92,648 73,114
130,050 122,018 54,508 50,045
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The sensitivity analysis is based on a change in an assumption while holding all other assumptions constant. In
practice, this is unlikely to occur, and changes in some of the assumptions may be correlated. When calculating
the sensitivity of the defined benefit obligation to significant actuarial assumptions the same method (present
value of the defined benefit obligation calculated with the projected unit credit method at the end of the reporting
period) has been applied when calculating the pension liability recognised within the balance sheet.

The methods and types of assumptions used in preparing the sensitivity analysis did not change compared to
the previous year.

17.15 The expected return on plan assets is based on the market expectations and depends upon the asset portfolio

of the plan, at the beginning of the period, for returns over the entire life of the related obligation.

17.16 The weighted average duration of defined benefit obligation of pension plan and pensioners' medical planis 12.99

years and 11.23 years respectively.

17.17 During the year, the Company contributed Rs. 26.69 million (2019: Rs. 80.98 million) to the provident fund.

| 2020 | 2019

(Rupees in thousand)

18. TRADE AND OTHER PAYABLES

Creditors 730,085 293,092

Accrued liabilities 18.1 2,323,933 1,829,759

Workers' Profit Participation Fund 18.2 70,765 67,623

Workers' Welfare Fund 128,702 99,364

Payable to Provident Fund 18.3 41,939 4,218

Refund Liabilities 18.4 53,152 38,752

Tax deducted at source 157,957 137,668

Advances from employees against sale of vehicles 92,672 85,426

Other liabilities 58,088 14,284

Due to related party

- Director 18.5 - 31
3,657,293 2,570,217

18.1 This includes liability against Gas Infrastructure
Development Cess of Rs. 73.49 million (2019: Rs. 63.54 million).
18.1 Workers' Profit Participation Fund
Payable / (receivable) as at July 1 67,623 58,111
Allocation for the year 73,343 64,887
140,966 122,998
Amount paid during the year (70,201) (55,375)
Payable as at June 30 70,765 67,623

18.3 All investments out of provident fund have been made in accordance with the provisions of Section 218 of the

Companies Act 2017 and the conditions specified thereunder.
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18.4

18.5

19.

20.

20.1

20.2

20.3

20.4

20.5

This relates to consideration received from the customers for goods sold which the Company expects to fully or
partially refund to the customers in accordance with the requirements of IFRS 15 for goods to be returned.

This relates to remuneration payable to director.

2020 | 2019

(Rupees in thousand)
CONTRACT LIABILITY

Sales discount payable 276,172 269,270
Advances from customers 82,031 74,962
358,203 344,232

SHORT-TERM BORROWINGS

Secured

Conventional

Running finance under mark up arrangements 20.1 54,078 805,047

Export re-finance 20.2 500,000 500,000

Money market loan - 300,000

Islamic

Running finance under Musharakah 20.3 326 296,585
554,404 1,901,632

The facilities for running finance available from various commercial banks are for the purpose of meeting working
capital requirements. The effective rates of mark-up on these finances range from 8.33% to 14.31% (2019: 7.00%
to 13.90%) per annum. The facilities are expiring on various dates upto 31 January 2021 and are renewable.

The Company has short term running finance facility under Export Refinance Scheme of the State Bank of Pakistan
from a commercial bank. The effective rate of mark-up on this facility is 3.0% (2019: 3.0%) per annum.

The Company has obtained facilities for short term finance under Running Musharakah. The effective rate of profit
is 8.63% to 15.71% (2019: 7.00% to 13.9%) per annum. This facility matures within twelve months and is
renewable.

The facilities available from various banks amount to Rs. 2.9 billion (2019: Rs. 2.74 billion). The arrangements are
secured by way of pari-passu charge against hypothecation of Company's current and future movable assets
having aggregate charge amounting to Rs. 4.7 billion.

As at 30 June 2020, the unavailed facilities from the above borrowings amounted to Rs. 2.35 billion (2019:
Rs. 0.84 billion).
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21. COMMITMENTS

21.1 The facilities for opening letters of credit amount to Rs. 3.16 billion (2019: Rs. 1.79 billion) and for letters of .
guarantee amount to Rs. 141 million (2019: Rs. 141 million) as at 30 June 2020 of which the amount remaining . . (Rupees in thousand)
unutilised at year end were Rs. 3.11 billion (2019: Rs. 1.34 billion) and Rs. 46 million (2019: Rs. 104.26 million) Primary geographical markets:
respectively. Local | 27,572,751 23,915,210

United Arab Emirates 1,471,018 1,170,480

21.2 Aggregate commitments for capital expenditure as at 30 June 2020 amount to Rs. 514.66 million (2019: Rs. 411.96 Afghanistan 4,878 52,820

million). 29,048,647 25,138,509
Major Product Lines:

21.3 Aggregate commitments in respect of ujrah payments for ijarah financing of motor vehicles bearing a mark up Food Products 11,464,321 9,471,689
ranging from six months KIBOR + 0.75% to six months KIBOR + 2% (2019: six months KIBOR + 0.6% to six Kitchen Products 17,584,327 15,666,820
months KIBOR + 0.9%) per annum for rentals payable monthly as at 30 June 020 amount to: 29,048,647 25,138,509

| 2020 [ 2019 | | 2020 | 2019 |
(Rupees in thousand) (Rupees in thousand)
23. COST OF SALES
Not later than one year 131,085 86,338
Later than one year but not later than five years 213,543 140,617 Raw material consumed 6,837,152 6,287,378
344,628 226,955 Packing material consumed 3,204,156 3,025,852
Stores and spares consumed 234,922 242,001
m Brine and cutting charges 49,963 39,829
. Salaries, wages and other benefits 1,178,551 1,098,637
(Rupees in thousand) . .

22, SALES Contribution to provident fund 22,127 17,949
Depreciation 5.2 374,441 305,912

- Local sales 27,572,751 23,915,209 Amortisation 6.2 6 -
- Export sales 221 1,475,896 1,223,300 Ujrah payments 31,629 24,944
Gross sales 29,048,647 25,138,509 Fuel and power 397,860 344,335
Less: Sales tax z(g’ggg’ggg) 2(?%3232) Insurance 20,456 20,391
Less: T o Laboratory, research and development 9,076 12,296
- Discount, rebates and allowances (5,412,983) (4,787,473) Postage and communications 7,451 5,276
- Sales return (531,659) (404,796) Printing and stationery 611 870
(5,944,642) (5,192,269) Rent, rates and taxes 195,952 186,017
EIEE I 16,602,206 Travelling 152,993 154,423
Repairs and maintenance 76,537 71,714

22,1 Exports sales represents sales made to NF DMCC - a wholly owned subsidiary of the Company and that to another Security charges 29,248 23,090

customer, in United Arab Emirates and Afghanistan respectively. Inventory destruction charges 39,634 23,303
Others 21,544 25,403

12,884,309 11,909,620

Opening work in process 1,640,477 1,368,021

22.2 DISAGGREGATION OF REVENUE Closing work in process (1,344,413) (1,640,477)
As required for the unconsolidated financial statements, the Company disaggregated revenue recognised from Cost 9f goods mar?ulfactured Ryt 11,637,164
contracts with customers into categories that depict how the nature, amount, timing and uncertainty of revenue Opening stock of finished goods 990,346 636,220
and cash flows are affected by economic factors. Closing stock of finished goods (1,020,421) (990,346 )

13,150,298 11,283,038
In the following table, revenue is disaggregated by primary geographical markets and major product lines:
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| 2020 | 2019

(Rupees in thousand)
24. DISTRIBUTION COSTS

Salaries, wages and other benefits 721,092 761,530
Advertising and sales promotion 1,124,242 896,967
Outward freight and handling charges 905,123 709,108
Contribution to provident fund 25,915 20,987
Depreciation 5.2 16,752 16,966
Amortisation 6.2 - 591
Ujrah payments 56,292 37,187
Fuel and power 5,786 3,451
Forwarding charges 62,129 91,984
Insurance 24,125 15,161
Laboratory, research and development 90 868
Professional charges 503 733
Printing and stationery 3,725 3,448
Rent, rates and taxes 221,355 172,647
Travelling 182,691 164,855
Repairs and maintenance 19,335 23,725
Security charges - 3
Postage and communications 6,745 -
Others 5,629 2,001
3,381,529 2,922,212

| 2020 | 2019

(Rupees in thousand)

25. ADMINISTRATIVE EXPENSES

Salaries, wages and other benefits 25.1 480,252 408,550
Contribution to provident fund 16,372 14,311
Depreciation 5.25.2 91,457 85,812
Amortisation 6.2 43,290 47,213
Ujrah payments 33,124 27,501
Fuel and power 12,491 30,781
Insurance 9,437 11,639
Legal and professional charges 103,880 52,062
Postage and communications 5,145 22,745
Printing and stationery 2,180 5,520
Rent, rates and taxes 8,298 6,365
Travelling 54,857 65,339
Repairs and maintenance 165,019 126,570
Security charges 5,965 10,692
Others 48,856 88,127
Laboratory, Research & Development 60 -
Advertising and sales promotion 6,207 2,677
1,086,890 1,005,904

25.1 Salaries, wages and other benefits include Rs. 16.72 million (2019: Rs. 9.36 million) in respect of charge for
retirement benefit plans.
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2020 | 2019

26. OTHER EXPENSES

Workers' Profits Participation Fund 73,343 64,887
Workers' Welfare Fund 32,221 22,317
Auditors' remuneration 26.1 3,843 3,462
Donations 26.2 13,703 18,087
123,110 108,753
26.1 Auditors' remuneration

Audit fee 2,054 1,850
Limited review, special reports and other certifications 1,478 1,332

Out of pocket expenses 311 280

3,843 3,462

26.2 Donations to following Organizations and Trusts exceed 10% of the
company's total amount of donation orRs. 1 million, whichever is higher:

The Citizens Foundation 2,800 10,400

Donations did not include any amount paid to any person or organization or institution in which a director or
his/her spouse had any interest.

2020 | 2019
27.  OTHERINCOME
Exchange gain 271 151,157 204,949
Return on savings account and term
deposits - conventional 9,179 4,776
Profit on disposal of property, plant
and equipment 19,598 32,324
Export rebate 479 1,915
Rental income 5,360 8,687
Amortisation of government grant 343 -
Others 32,311 2,011
218,427 254,662

27.1 Income earned from exchange gain is actual currency and not from derivative financial instrument.

| 2020 | 2019
28. FINANCE COSTS

Mark-up on:
- Short-term running finances 28.1 47,204 69,002
- Export refinance facility 11,511 9,521
- Short-term loans from Islamic bank 28.2 3,341 19,269
- Long-term loans 28.3 74,746 31,558
Bank charges and other costs 27,085 27,720

163,887 157,070

28.1 This represents markup on running finance balance obtained from commercial banks.
28.2 This represents markup on short term loans obtained from Islamic banks.

28.3 This represents markup on long term loan obtained from commercial banks.
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29.

29.1

29.2

29.3

30.

30.1

2019

(Rupees in thousand)
TAXATION - net

Current

- for the year 419,627 236,999

- prior year - (92,800)

Deferred 63,995 127,547
483,622 271,746

Income tax assessments of the Company are deemed to be finalised upto and including tax year 2019 on the
basis of tax return filed under section 120 of Income Tax Ordinance 2001. However, the return may be selected
for detailed audit within five years from the date of filing of return and the Income Tax Commissioner may amend
the assessment if any objection is raised in audit.

2019

(Rupees in thousand)
Relationship between income tax expense and accounting profit

Profit before taxation 1,588,124 1,362,608
Tax at applicable rate of 29% (2019: 29%) 460,556 395,274
Tax effect of permanent differences 80,530 445
Tax effect of final tax regime (19,207) (12,233)
Effect of prior year tax - (92,800)
Effect of change in tax rate - (8,900)
Effect of super tax - -
Effect of tax credits - (32,158)
Others (38,257) 17,118
483,622 271,746

The excess provisions mainly pertains to super tax and expenses allocation ratio difference, booked in the
respective years for which the Company has filed petitions in the High Court of Sindh.

2019

(Rupees in thousand)
EARNINGS PER SHARE

Basic

Profit after taxation attributable to ordinary shareholders 1,104,502 1,090,862

(Number of shares)

Weighted average number of ordinary shares
outstanding during the year* 149,193,872 149,193,872

(Rupees)

Earnings per share 7.40 7.31

* weighted average number of ordinary shares outstanding during the comparative year has been adjusted for issuance

of bonus shares.
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30.2 A diluted earnings per share has not been presented as the Company did not have any convertible instruments
in issue as at balance sheet date which would have any effect on the earnings per share if the option to convert

is exercised.
| 2020 | 2019

(Rupees in thousand)
31. CASH GENERATED FROM OPERATIONS

Profit before taxation 1,588,124 1,362,608
Adjustments for non-cash charges and other items
Depreciation 482,650 408,690
Amortisation 43,296 47,804
Profit on disposal of property, plant and equipment (19,598) (32,324)
Amortisation of government grant (343 -
Provision for slow moving stock (46,704) (52,964)
Impairment loss on trade debts (16,694) 17,283
Finance costs 163,887 157,070
Retirement benefits expense 81,131 9,361
687,625 554,920
Profit before working capital changes 2,275,749 1,917,528

Working capital changes
(Increase) / decrease in current assets

Stores, spare parts and loose tools (52,559) (44,845)
Stock in trade (41,306) (830,443)
Trade debts (784,362) (29,246)
Advances (32,246) (6,112)
Trade deposits and prepayments (18,149) (5,427)
Other receivables (6,190) 3,855
Sales tax refundable 133,789 (12,365)
(801,023) (924,583)
Increase / (decrease) in current liabilities
Trade and other payables 1,103,315 445,376
Sales tax payable 11,586 -
Contract Liability 13,971 138,282
1,128,872 583,658
2,603,598 1,576,603

| 2020 | 2019

(Rupees in thousand)
32. CASH AND CASH EQUIVALENTS

Cash and bank balances 586,827 400,298
Running finance 20.1 & 20.4 (54,404) (1,101,632)
532,423 (701,334)

33. REMUNERATION TO CHIEF EXECUTIVE OFFICER, DIRECTORS AND EXECUTIVES

33.1 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:
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33.2

33.3

34.

Chief Executive Officer Directors Executives

| 2020 | 2019 | 2020 | 2019 | 2020 | 2019 |

(Rupees in thousand)

Managerial
remuneration

and allowances 28,752 23,135 - - 338,002 267,361

Technical advisory fee - - - - - -

Utilities 2,875 2,314 10 4 33,800 26,736

Bonus / variable pay 16,291 3,856 - - 137,916 71,907

Housing 12,938 10,411 - - 152,101 120,313

Retirement benefits 2,875 2,314 - - 33,256 24,264

Other expenses 2,139 1,267 4,195 5,194 131,204 120,397
65,870 43,297 4,205 5,198 826,279 630,978

Number of persons 1 1 2 2 101 86

In addition to the above, fee paid to 6 (2019: 6) non-executive directors for attending Board of Directors meetings during the
year amounted to Rs. 2.70 million (2019: Rs. 1.45 million).

The Chief Executive, two non-executive directors and certain executives of the Company are also provided with Company
maintained cars, residence and mobile telephones. The approximate value of this benefit is Rs. 39.39 million (2019: 35.81 million).

RELATED PARTY DISCLOSURES

Related parties comprise the Holding Company, subsidiaries (direct and indirect), entities with common directors,
key management personnel, staff retirement funds, directors, major shareholders and key management personnel.
The Company continues to have a policy whereby transactions with related parties are entered into at commercial
terms, approved policy and at rates agreed under a contract/arrangement/agreement.

Key management personnel are those persons having authority and responsibility for planning, directing and controlling
the activities of the Company. The Company considers its Chief Executive Officer, Chief Financial Officer, Company
Secretary, Non-Executive Directors and Departmental Heads to be its key management personnel. There are no
transactions with key management personnel other than their terms of employment / entitlement.

Disclosure of transactions between the Company and related parties:

| 2020 | 2019
Relationship with the Company Nature of transaction (Rupees in thousand)

Parent Company Rental income 5,360 8,687
Dividend paid 165,982 128,841
No. of Shares
Bonus Shares issued (No. of shares) 8,299,094 6,871,545
(Rupees in thousand)
Subsidiary Company Sale of goods 1,471,018 1,170,480
Associates Purchases of good or services - 2,291
Payable balance - 305
Dividend paid 100,692 78,665
Annual subscription 2,000 -
No. of Shares
Bonus Shares issued (No. of shares) 5,034,619 4,195,466
Staff retirement funds Expense charged for the year 64,414 53,247
Payments to retirement contribution plan 26,693 80,983
Contribution to defined benefit plans - 42,367
Key management personnel compensation:
Salaries and other short-term employee benefits 588,087 655,736
Contribution to Provident Fund 31,858 25,306
Retirement benefits 16,717 9,361
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Outstanding balances related parties as at year end have been included in trade debts, other receivables and
trade and other payables respectively. These are settled in ordinary course of business.

The following are the related parties with whom the Company had entered into transaction or have arrangement
/ agreement in place:

Aggregate %

Name of the Related Party Basis of association ’
of Shareholding

ATC Holdings (Private) Limited (formerly

Associated Textile Consultants (Private) Limited) Holding Company* 33.5%
National Foods Dubai Multi Commodities Centre Subsidiary Company 100%
Pakistan Business Council Associated Company due to common directorship N/A
Naimat Collateral Company Associated Company due to common directorship 10%

*It is the ultimate parent company based on control model as provided under IFRS 10.

"m0 | oio

PLANT CAPACITY AND PRODUCTION

Actual production of plants 100,414 94,743

The capacity and production of the Company's plants are indeterminable as these are multi-product and involve

varying processes of manufacture.
2020 | 2019

NUMBER OF EMPLOYEES
The detail of number of employees are as follows:

Total employees of the Company at the year end 722 753
Average employees of the Company during the year 738 744

FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES
Financial risk factors

The Board of Directors of the Company has overall responsibility for the establishment and oversight of the Company's
risk management framework. 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 managing financial risk to minimise earnings volatility
and provide maximum return to shareholders.
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Financial assets and liabilities by category and their respective maturities: 37.2.1 Credit risk

Credit risk represents the financial loss that would be recognised at the reporting date if counterparties failed to
perform as contracted. The financial assets exposed to the credit risk amount to Rs. 2.4 billion (2019: Rs. 1.4 billion).

Interest / Mark up bearing

Non-interest / Non-mark up bearing

M'c'}[turity I\]{Itaturity Sub-total Matturity I\éltaturity Sub-total Total For trade debts, internal risk assessment process determines the credit quality of the customers, taking into account
O cleniel DU Cis) lisr s CLORUOE e their financial positions, past experiences and other factors. Individual risk limits are set based on internal or external
year year year year credit worthiness ratings in accordance with limits set by the management.
(Rupees in thousand) , . o . . )
Financial Assets The Company's maximum exposure to credit risk as at the reporting date is as follows:
Trade debts - - - 1,702,404 - 1,702,404 1,702,404
Trade deposits = = = 9,000 46,799 55,799 55,799 m 2019
Advances to employees - - - 15,207 - 15,207 15,207 .
Other receivables - - - 8,009 - 8,009 8,009 (FTpEes T IeIEe)
Cash and bank balances - - - 586,827 - 586,827 586,827 Financial assets:
30 June 2020 : - - | 2321537 | 46,799 | 2,368,336 | 2,368,336 Long-term deposits 46,799 39,611
Trade debts 1,702,404 901,348
Advances to employees 15,207 942
30 June 2019 - - - 1,313,497 39,611 | 1,353,108 1,353,108 Trade deposits 9,000 9,000
Other receivables 8,099 1,909
Financial liabilities Cash and bank balances oaaoel T
Trade and other payables - - - 3,299,869 - 3,299,869 3,299,869 — —
Accrued interest/mark up - - - 13,442 - 13,442 13,442
Long term flnance. (197454) | 837,031 S - i ) i Trade debts are shown net of allowance for impairment for expected credit loss. The Group applies the IFRS 9
Short term borrowings 554,404 - 554,404 - - - 554,404 simplified approach to measuring expected credit losses which uses a lifetime expected loss allowance for all trade
30 June 2020 356,950 837,031 | 1,193,981 | 3,313,311 - 331331 4,507,292 receivables. To measure the expected credit losses, trade receivables have been grouped based on shared credit
risk characteristics and the days past due. The historical loss rates are adjusted to reflect current and forward-looking
30 June 2019 1970,776 487116 | 2457.892 | 2500136 ) 2,500,136 4,958,028 information on macroeconomic factors affecting the ability of the customers to settle the receivables.
On balance sheet gap Thg Ifollowing table provides information about the exposure to credit risk for trade debts from
30 June 2020 (356,050) | (837,031) | (1,193,981) | (091,774) | 46,799 | (944975) | (2,138,956) individual customers as at June 30, 2020:
Gro§s Expected Net_
30 June 2019 (1,970,776) | (487,116) | (2,457,892) | (1,187,581) 39,611 | (1,147,970) | (3,605,862) carrying credit loss carrying
amount amount
. (Rupees in thousand)
Off balance sheet items June 30. 2020
Letters of credit Current (not past due) 829,765 1,886 827,879
30 June 2020 49,604 1-30 days past due 639,661 2,769 636,892
31-60 days past due 214,102 2,786 211,316
61-90 days past due 8,453 331 8,122
30 June 2019 450000 90-120 days past due 2,601 214 2,387
120-180 days past due 16,240 2,251 13,989
Letters of guarantees 180-360 days past due 2,444 625 1,819
30 June 2020 95.113 More than 360 days past due 9,360 9,360 =
O 1,722,626 20,222 1,702,404
30 June 2019 36,740

The financial instruments of the Company are designated as equity instruments and loans and receivables that are
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.
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Net
carrying
amount

Gross
carrying
amount

Expected
credit loss

(Rupees in thousand)

June 30. 2019

Current (not past due) 561,116 122 560,994
1-30 days past due 242,779 33,897 208,882
31-60 days past due 100,146 110 100,036
61-90 days past due 7,435 178 7,257
90-120 days past due 2,734 133 2,601
120-180 days past due 19,728 1,447 18,281
180-360 days past due 3,892 595 3,297
More than 360 days past due 33,082 33,082 -
970,912 69,564 901,348

Loss rates are based on historical credit loss experience and are adjusted to reflect differences between economic
conditions during the period over which the historical data has been collected, current conditions and the Group’s
view of economic conditions over the expected lives of the receivables.

The cash and bank balances represent low credit risk as major balances are placed with banks having credit ratings
of A1+ or above as assigned by PACRA or JCR-VIS.

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.

Concentration of credit risk

Concentrations arise when a number of counterparties are engaged in similar business activities, or activities in
the same geographical region, or have economic features that would cause their ability to meet contractual obligations
to be similarly affected by changes in economic, political or other conditions. Concentrations indicate the relative
sensitivity of the Company’s performance to developments affecting a particular industry. In order to avoid excessive
concentrations of risk, management focuses on the maintenance of a diversified portfolio. Identified concentrations
of credit risks are controlled and managed accordingly. Management does not consider that it has any concentration
of credit risk at reporting date.

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with its financial
liabilities that are settled by delivering cash or another financial asset. 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 comprises of undrawn borrowing facility and cash and cash
equivalents on the basis of expected cash flows. The maturity of the Company's financial assets and liabilities are
provided in these financial statements.

Market risks
Foreign exchange risk
Foreign exchange risk arises mainly where receivables and payables exist in foreign currency. As at 30 June 2020

net financial assets of Rs. 1,162.85 million (2019: Rs. 846.81 million) were denominated in foreign currency which
were exposed to foreign currency risk.
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As at 30 June 2020 if the Pak Rupee had weakened by 5% (2019: 4%) against US Dollar with all other variables
held constant, profit before tax for the year would have been lower / higher by Rs. 58.14 million (2019: Rs. 33.87
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 percentage per annum.

Interest rate risk

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

At 30 June 2020 the Company had variable interest bearing financial liabilities of Rs. 771.51 million (2019: Rs.
2,388.75 million), had the interest rates varied by 100 basis points (2019: 100 basis points) with all the other variables
held constant, profit before tax for the year would have been lower / higher by approximately Rs. 7.72 million (2019:
Rs. 37.8 million), mainly as a result of higher / lower interest expense on floating rate borrowings.

The sensitivity of 100 basis points (2019: 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 (2019: 100 basis points)
per annum.

37.2 Reconciliation of movements of liabilities to cash flows arising from financing activities

Short term Other short term Long term Retained Total
borrowings used for | borrowings including | borrowings classified earnings
cash management related accrued as current [including
purpose markup related accrued
markup] (refer note
16.2)

(Rupees in thousand)

Balance as at 1 July 2019 1,122,032 802,696 492,644 3,695,688 6,113,060

Changes from financing cash flows

Repayment of loan - - (69,144) - (69,144)
Proceeds from long term loan - - 651,492 - 651,492
Amortisation of government grant - - (343) - (343)
Payments and repayments - (300,000) - - (300,000)
Dividend paid - - - (497,313) (497,313)
Total changes from financing activities - (300,000) 582,005 (497,313) (215,308)
Other changes - interest cost

Interest expense 47,204 14,852 74,746 - 136,802
Interest paid (42,322) (14,329) (74,981) - (131,632)
Changes in running finance (1,067,143) - - - (1,067,143)
Total loan related other changes (1,062,261) 523 (235) - (1,061,973)
Total equity related other changes - - - 979,313 979,313
Balance as at 30 June 2020 59,771 503,219 1,074,414 4,177,688 5,815,092
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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 stakeholders and to maintain an optimal capital structure
to reduce the cost of capital. During the year, the Company's strategy was to maintain leveraged gearing. The gearing
ratio as at 30 June 2020 was as follows:

2020 [ 2019 |

(Rupees in thousand)

Total borrowings 1,637,404 2,163,486
Cash and bank balances (586,827) (400,298)
Net debt 1,050,577 1,763,188
Total Equity 4,923,657 4,317,329
Total capital 5,974,234 6,080,517
Gearing ratio 18% 29%

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

Fair values of financial assets and liabilities

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. Management considers fair value of financial assets
approximate its fair value owing to their short term maturities and credit quality of counter parties.

OPERATING SEGMENT

These financial statements have been prepared on the basis of a single reportable segment.

All non current assets of the Company as detailed in note 6 to these financial statements as of reporting date are
located in Pakistan.

The Company's customer base is diverse with no single customer accounting for more than 10% of net sales.
Sales to domestic customers in Pakistan are 94.9% (2019: 95.1%) and to customer outside Pakistan are 5.1%
(2019: 4.9%) of the revenue.

Management consider that revenue from its ordinary activities are shariah compliant.
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CORRESPONDING FIGURES

Corresponding figures have been re-classified during the year for better and more appropriate presentation
as below:
2019

Re-classified from Re-classified to (Rupees in '000)

Contract Liability Trade and other payables Contract Liability 205,950

EVENTS OCCURRING AFTER BALANCE SHEET DATE

The Board of Directors of the Company in their meeting held on September 07, 2020 has proposed a final dividend
of Rs. 5 per share amounting to Rs. 746 million and bonus issue of 1 share for each 4 shares held amounting to
book value of Rs. 186 million for the year ended 30 June 2020. The approval of the shareholders of the Company
for the dividend and bonus issue shall be obtained at the upcoming Annual General Meeting for the year ended
30 June 2020. The financial statements for the year ended 30 June 2020, do not include the effect

of the proposed final cash dividend and bonus issue which will be accounted for in the year ending 30

June 2021.

DATE OF AUTHORISATION
These financial statements were authorised for issue by the Board of Directors of the Company on
September 07, 2020.

WAL tan & Zoia gt

Chief Executive Officer Chilef Financial Officer Director
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Independent Auditors' Report to the Members
of National Foods Limited

Opinion

We have audited the annexed consolidated financial statements of National Foods Limited and its subsidiaries (the
Group), which comprise the consolidated statement of financial position as at 30 June 2020, and the consolidated
statement of profit or loss and other comprehensive income, the consolidated statement of changes in equity, the
consolidated statement of cash flows for the year then ended and notes to the consolidated financial statements, including
a summary of significant accounting policies and other explanatory information.

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in Pakistan. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent of the Group in accordance with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants as adopted by the Institute of Chartered
Accountants of Pakistan (the Code), and we have fulfilled our other ethical responsibilities in accordance with the Code.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in Pakistan. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent of the Group in accordance with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants as adopted by the Institute of Chartered
Accountants of Pakistan (the Code), and we have fulfilled our other ethical responsibilities in accordance with the Code.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.
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Following are the Key audit matters:

S. No. Key audit matters How the matters were addressed in our audit
1. Revenue recognition Our audit procedures to assess the recognition of
revenue, amongst others, included the following:

Refer notes 4.15 and 25 to the Group’s consolidated

financial statements. e obtaining an understanding of the Group’s sale of
goods process and related controls, including

Revenue is recognized from sale of goods in assessing the design and testing of the

accordance with applicable accounting standards and implementation and operating effectiveness of the

measured at net of discounts, rebates, allowances and relevant key controls over revenue recognition, the

sales return. calculation of discounts and rebates and allowance
for sales return including timing of revenue

We identified revenue recognition as key audit matter recognition;

because of risk of incorrect measurement of revenue

due to adjustments for discounts and rebates offered | e considering the appropriateness of the Group’s

to customers and allowance for sales return. Further, accounting policies for revenue recognition including

revenue is one of the key performance indicators and those relating to discounts, rebates and allowance

there is a potential risk of non-recognition of revenue for sales return and assessing compliance of those

transactions in the appropriate period and risk of policies with applicable accounting standards;

misapplication of IFRS 15 “Revenue from Contracts

with Customers”. e obtaining and inspecting a sample of contracts with
customers to understand the conditions required for
discounts, rebates and allowance for sales return;

e testing, on a sample basis, the accuracy of the
amounts of discounts, rebates and allowance for
sales return recognized by agreeing to individual
customer agreements and perform recalculations;

e testing, on a sample basis, invoices and inspecting
credit notes issued subsequent to year end for
completeness and accuracy of revenue and accruals
for discounts, rebates and allowances to the
customers;

e comparing, on a sample basis, specific revenue
transactions recorded before and after the reporting
date with underlying documentation to assess
whether revenue has been recognized in the
appropriate accounting period;

e assessing the adequacy of disclosures in respect of
accounting and disclosures in accordance with the
requirements of the applicable standards.

2, Valuation of Trade debtors Our audit procedures to assess the valuation of debtors,

Refer notes 4.11.1 and 10 to the Group’s consolidated
financial statements.

The Group has a significant balance of trade debts.
Provision against doubtful debts is based on loss
allowance for Expected Credit Loss (ECL).

We identified valuation of trade debts as a key audit
matter as it involves significant judgment in determining
the recoverable amount of trade debts.

among others involved the following:

e obtaining an understanding of and assessing the
design and testing implementation of management’s
key internal controls relating to credit control process
(including credit account application approvals and
credit limit review);

e obtaining an understanding of management’s basis
for the determination of provision required at the year
end and the receivables collection process;

e assessing the method used by the Group for

Key audit matters
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How the matters were addressed in our audit

recognition of the allowance for ECL in accordance
with the applicable standard and assessing the
reasonableness of assumptions used;

e testing the accuracy of the data on a sample basis
extracted from the Group’s accounting system which
has been used to calculate the provision required
including subsequent recoveries; and

e reviewing the adequacy of the Group’s disclosure
included in the Group’s unconsolidated financial
statements.

Valuation of Stock-in-trade

Refer notes 4.10 and 9 to the consolidated financial
statements.

Stock-in-trade forms a significant part of the Group’s
total assets. Stock-in-trade comprise of raw material,
work in process and finished good which are stated at
lower of cost and estimated net realizable value (NRV).

We identified the valuation of stock-in-trade as a key
audit matter because determining an appropriate
write-down as a result of net realizable value (NRV)
being lower than their cost and provisions for expired
and obsolete inventories involves significant
management judgment and estimation.

Capitalization of Property, Plant and Equipment

Refer notes 4.3 and 5 to the consolidated financial
statements.

The Group has made significant capital expenditure
on building on leasehold land and plant and machinery.

We identified capitalization of property, plant and
equipment as a key audit matter because there is a
risk that amounts capitalized may not meet the
capitalization criteria with related implications on
depreciation charge for the year.

Our audit procedures to assess the valuation of
stock-in-trade, amongst others, included the following:

e obtaining an understanding of and assessing the
design and testing implementation of management’s
controls designed to identify expired, obsolete as
well as slow moving stocks close to expiry;

e obtaining an understanding of and testing, on a
sample basis, management’s determination of NRV
and the key estimates adopted, including future selling
prices, future costs to complete work-in-process and
costs necessary to make the sales, their basis of
calculation, justification for the amount of the
write-downs and provisions; and

e checking on a sample basis specific provision for
expired, obsolete as well as slow moving stocks close
to expiry.

Our audit procedures to assess the capitalization of
property, plant and equipment, amongst others, included
the following:

e obtaining an understanding of the design and
implementation of management controls over
capitalization and performing tests of control over
authorization of capital expenditure and accuracy of
its recording in the system;

e testing, on sample basis, the costs incurred on
projects with supporting documentation and
contracts;

e assessing the nature of costs incurred for capital
projects through testing, on sample basis, of amounts
recorded and considering whether the expenditure
meets the criteria for capitalization as per the
applicable accounting standards; and

¢ inspecting supporting documents for the date of
capitalization when project was ready for its intended
use to assess whether depreciation commenced and
further capitalization of costs ceased from that date
and assessing the useful life assigned by
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S. No. Key audit matters How the matters were addressed in our audit
management including testing the calculation of
related depreciation.

5. Impairment assessment of goodwill and other | Our audit procedures to assess the impairment of

indefinite life intangible assets

Refer notes 4.4 and 7.1 to the consolidated financial
statements.

The Group has recognized goodwill and other indefinite
life intangible assets from past acquisition. The Group
is required to, at least annually, perform impairment
assessments of goodwill and intangible assets that
have an indefinite useful life.

We identified annual impairment testing of goodwill
and intangible assets that have an indefinite useful life
as a key audit matter because of the inherent
uncertainty and significant judgment involved in
determining the assumptions to be used in forecasting
and discounting future cash flows.

goodwill and other indefinite life intangible assets,
amongst others, included the following:

e obtaining management’s future cash flow forecasts
and testing the mathematical accuracy of the
underlying value-in-use calculations, comparision of
historical budgets against actual result to assess the
quality of management’s forecast and agreeing them
to approved budgets and business plans;

e using our own valuation specialist to assist us in
evaluating the assumptions and methodologies used
by the group, in particular relating to the forecast
revenue growth, profit margins, discount rate as well
as assessing the integrity of the models used,
including the accuracy of the underlying calculation
of formulas and also assessing the sensitivity of key

assumptions and inputs; and

e assessing the appropriateness of the disclosures in
the consolidated financial statements in accordance
with the applicable accounting standards.

Information Other than the Financial Statements and Auditor’s Report Thereon

Management is responsible for the other information. The Other Information comprises the information included in the Annual
Report but does not include the consolidated financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the Other Information and,
in doing so, consider whether the other information is materially inconsistent with the consolidated financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we have performed,
we conclude that there is a material misstatement of this Other Information, we are required to report that fact. We have nothing
to report in this regard.

Responsibilities of Management and Board of Directors for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance
with accounting and reporting standards as applicable in Pakistan and Companies Act, 2017 and for such internal control as
management determines is necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless management either intends to liquidate the Group or to cease operations, or has no realistic alternative but to do so.
The Board of Directors is responsible for overseeing the Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free

from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs as applicable
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in Pakistan will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt
on the Group’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Group to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with the Board of Directors regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide the Board of Directors with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on
our independence, and where applicable, related safeguards.

From the matters communicated with the Board of Directors, we determine those matters that were of most significance in the
audit of the consolidated financial statements of the current period and are therefore the key audit matters. We describe these
matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is Moneeza Usman Butt.

Date: 16 September 2020 KPMG Taseer Hadi & Co.
Karachi Chartered Accountants




Consolidated Statement of Financial Position

AS AT JUNE 30, 2020

NG 2020 | 2019

(Rupees in thousand)

ASSETS
Non - current assets
Property, plant and equipment 5 5,252,873 5,037,451
Right-of-use assets 6 760,105 -
Intangibles and goodwill 7 767,259 810,134
Long-term investment 8 30,000 -
Long-term deposits 47,650 40,846
6,857,887 5,888,431
Current assets
Stores, spare parts and loose tools 139,284 86,725
Stock-in-trade 9 5,142,062 4,934,693
Trade debts 10 1,383,679 1,091,974
Advances 11 141,861 117,463
Trade deposits and prepayments 12 224,582 133,962
Other receivables 13 35,862 20,166
Sales tax refundable - 133,789
Cash and bank balances 14 1,250,547 876,244
8,317,877 7,395,016
TOTAL ASSETS 15,175,764 13,283,447
EQUITY AND LIABILITIES
Shareholders' equity
Share capital and reserves
Authorised share capital
1,000,000,000 (30 June 2019: 1000,000,000) ordinary shares of Rs. 5 each 5,000,000 5,000,000
Share Capital
Issued, subscribed and paid-up capital 15 745,969 621,641
Revenue Reserves
Unappropriated profit 4,843,618 3,993,506
Foreign exchange translation reserve (51,502) 143,217
Equity attributable to owners of the Company 5,538,085 4,758,364
Non-controlling interest 16 525,431 271,598
Total equity 6,063,516 5,029,962
Non - current liabilities
Long-term finance 17 1,206,165 928,142
Lease liabilities 18 628,958 38,619
Long-term deposits 4,221 4,190
Deferred taxation - net 19 294,088 215,508
Deferred liabilities 20 86,814 75,760
Deferred rent - 35,266
2,220,246 1,297,485
Current liabilities
Trade and other payables 21 4,438,574 4,092,714
Contract liabilities 22 432,827 146,650
Short-term borrowings 23 554,404 1,901,632
Current maturity of long term finance 17 489,085 315,881
Current portion of lease liabilities 18 149,059 9,598
Mark-up accrued 15,928 32,832
Unclaimed Dividend 21,791 19,921
Sales tax payable 11,586 -
Taxation - net 778,748 436,772
6,892,002 6,956,000
9,112,248 8,253,485
Commitments 24
TOTAL EQUITY AND LIABILITIES 15,175,764 13,283,447

The annexed notes 1 to 44 form an integral part of these consolidated financial statements.
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Consolidated Statement of Profit or Loss and

Other Comprehensive Income
FOR THE YEAR ENDED JUNE 30, 2020
Note

Sales - Net 25
Cost of sales 26
Gross profit

Distribution costs 27
Impairment loss on trade debts 10.2
Administrative expenses 28
Other expenses 29
Other income 30
Operating profit

Finance costs 31
Profit before taxation

Taxation - net 32
Profit after tax

Other comprehensive income
Iltems that will not be reclassified to profit or loss account:

Remeasurements of retirement benefit liability
Related deferred tax thereon

Iltems that are or may be reclassified subsequently to profit
or loss account:
Foreign operations - foreign currency transalation differences

Total comprehensive income for the year

Profit attributable to:
Owners of the Parent Company
Non-controlling interest

Total comprehensive income attributable to:

Owners of the Parent Company
Non-controlling interest

Earnings per share - basic and diluted 33

| 2020 | 2019

(Rupees in thousand)

28,713,146 24,253,797
(20,345,845) (17,269,476)
8,367,301 6,984,321
(4,554,322) (3,920,912)

(32,478) (33,402)
(1,241,483) (1,140,774)
(138,766) (131,112)
250,585 248,281
2,650,837 2,006,402
(342,688) (283,506)
2,308,149 1,722,896
(657,625) (352,381)
1,650,524 1,370,515
(1,212) (60,986)
351 17,686
(861) (43,300)
(83,386) 87,041
(84,247) 43,741
1,566,277 1,414,256
1,472,614 1,295,210
177,910 75,305
1,650,524 1,370,515
1,277,034 1,341,865
289,243 72,391
1,566,277 1,414,256
(Rupees)
9.87 8.68

The annexed notes 1 to 44 form an integral part of these consolidated financial statements.
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Consolidated Statement of Changes in Equity

FOR THE YEAR ENDED JUNE 30, 2020

Attributable to shareholders of the Parent Company

Revenue Reserve
Share Non

capital Retained Foreign exhcange|  Sub-total | controlling

translation interest
reserve

(Rupees in thousand)

earnings

Balance as at 1 July 2018 518,034 3,233,729 56,176 3,807,939 196,293 4,004,232
Total comprehensive income for the year ended

30 June 2018
Profit for the year - 1,295,210 - 1,295,210 75,305 | 1,370,515
Other comprehensive income - (43,300) 87,041 43,741 - 43,741

= 1,251,910 87,041 1,338,951 75,305 1,414,256

Transaction with owners of the Company -

distribution
Final dividend for the year ended 30 June

2018 @ Rs. 4.25 per share - (388,526) - (388,526) - (388,526)
1 Ordinary shares for each 5 shares

held alloted as bonus shares 103,607 (103,607)
Balance as at 30 June 2019 621,641 3,993,506 143,217 4,758,364 271,598 5,029,962
Balance as at 1 July 2019 621,641 3,993,506 143,217 4,758,364 271,598 5,029,962
Total comprehensive income for the year

ended 30 June 2019
Profit for the year - 1,472,614 - 1,472,614 || 177,910| | 1,650,524
Other comprehensive income - (861) (194,719 (195,580)| 111,333 (84,247)

- 1,471,753 (194,719) 1,277,034 289,243 1,566,277
Transaction with owners in their capacity
as owners directly recorded in equity

Final cash dividend for the year ended
30 June 2019 @ Rs. 4 per Ordinary share

(497,313) - (497,313) - (497,313)

Dividend paid to NCI - . - - (35410)  (35,410)

1 Ordinary shares for each 5 shares
held alloted as bonus shares for the
year ended 30 June 2019 124,328 (124,328) - - - -

Balance as at 30 June 2020 745,969 4,843,618 (51,502) 5,538,085 525,431 6,063,516

The annexed notes 1 to 44 form an integral part of these consolidated financial statements.
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Consolidated Statement of Cash Flows

FOR THE YEAR ENDED JUNE 30, 2020

Note

CASH FLOWS FROM OPERATING ACTIVITIES

Cash generated from operations 34
Finance cost paid

Income tax paid

Deferred rent

Retirement benefits obligations paid

Long term deposits

Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment

Proceeds from disposal of property, plant and equipment
Purchase of intangible assets

Purchase of equity investment

Deferred consideration paid

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from long term finance
Repayment of long term finance
Repayment of short term borrowings
Repayment of lease obligations
Dividend paid

Net cash used in financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Currency translation difference on cash and cash equivalents
Cash and cash equivalents at end of the year 35

T 200 | o010

(Rupees in thousand)

3,662,446 2,347,069
(356,062) (269,647)
(238,190) (115,528)

(34,980) 2,455
(34,912) (42,366)
(6,767) 862

2,991,535 1,922,845

(900,450) (952,272)
20,146 95,021
(8,240) (42,370)

(30,000) -

- (207,017)
(918,544) (1,106,638)
582,348 504,387

- (177,354)

(459,690) (50,000)

(150,693) -

(530,852) (386,925)

(558,887) (109,892)

1,514,104 706,315
(225,388) (978,075)

(92,573) 46,372
1,196,143 (225,388)

The annexed notes 1 to 42 form an integral part of these consolidated financial statements.
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Notes to the Consolidated Financial Statements

FOR THE YEAR ENDED JUNE 30, 2020

1.1

1.2

THE GROUP AND ITS OPERATIONS
The group consists of:

i) Parent Company - National Foods Limited
ii) Subsidiary Company - National Foods DMCC, Dubai

National Foods Limited

National Foods Limited ("Parent 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
repealed Companies Ordinance, 1984 (now Companies Act, 2017) by special resolution passed in the extra
ordinary general meeting held on 30 March 1988. The Parent Company is principally engaged in the manufacture
and sale of convenience based food products. It is listed on Pakistan Stock Exchange. The registered office of
the Parent Company is situated at 12 / CL - 6, Claremont Road, Civil Lines, Karachi.

The ultimate parent entity of the National Foods Limited is ATC Holdings (Private) Limited based on control model
as provided under IFRS10 - 'Consolidated Financial Statements'.

National Foods DMCC

National Foods DMCC ("NF DMCC") was registered on 7 November 2012 in Dubai Multi Commodities Centre
(“DMCC”) pursuant to Dubai (DMCC) Law No. 4 of 2001 and operates in the United Arab Emirates (“UAE”) under
a trade license issued by DMCC. The NF DMCC is a wholly owned subsidiary of National Foods Limited.

Primary objective of NF DMCC is to boost export sales of Parent Company through trading in food stuff and other
services. NF DMCC also has following two wholly owned direct subsidiaries and one indirect subsidiary as follows:

National Foods Pakistan (UK) Limited

National Foods Pakistan (UK) Limited was incorporated in United Kingdom on 29 May 2013 as a private company
under the UK Companies Act, 2006. The company is a wholly owned subsidiary of National Foods DMCC. The
company is principally engaged in the trading of food products.

National Epicure Inc.

National Epicure Inc. ("NEI") was incorporated in Canada on 16 October 2013 under the Canada Business
Corporations Act. NEI is a wholly owned subsidiary of National Foods DMCC. NEl is principally engaged in the
trading of food products.

A-1 Bags & Supplies Inc.

A 1 Bags & Supplies Inc. was incorporated under the Business Corporations Act of Ontario on March 14, 2001.
National Epicure Inc. acquired 60% holding in A-1 Bags and Supplies in the year 2017 and is principally engaged
in distribution and wholesale of food products, disposables, janitorial and sanitation products.

The manufacturing facilities and sales offices of the Group companies are situated at the following locations:

Factories:
- Unit F-160/ C, F- 133, S.L.T.E., Karachi.
- Office A-13, North Western Industrial Zone, Bin Qasim, Karachi.
- 53-KM G.T. Road, Chainwala Mord Amanabad, Gujranwala.
- A 393 Nooriabad industrial estate, Nooriabad, Karachi.

Sales offices:

- Office No.107, 1st Floor Parsa Tower Sharah-e-Faisal, Karachi.

- Banglow No. 225, Shahrah-e-Abbasi Akhuwat Nagar Society, Sukkur.

- 2nd Floor Mall 2 Plaza Main Boulevard Kohinoor City Jaranwala Road, Faisalabad.

- 18-CCA (Commercial Area) Phase V111 DHA Lahore, Cantt.

- Plot # 25 Din Plaza Canal Road Main Gate Canal View Housing Society, Gujranwala.

- 1st Floor Bilal Complex Main PWD Road sector O-9, Islamabad.

- Unit No. R30-26, Floor No. 30, R Serviced Offices JLT, Reef Tower, Plot No. 01 Jumeirah
Lakes Towers Dubai, United Arab Emirates.
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2.2

2.3
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- 193 Maxome Avenue, Toronto, Ontario, Canada.

- 27 Second Floor, Gloucester Place, London, United Kingdom.
- 6400 Kennedy Road, Mississauga, Ontario

- 1110 Dearness Dr, Toronto, Ontario

A novel strain of coronavirus (COVID-19) that first surfaced in China was classified as a pandemic by the World
Health Organization on March 11, 2020, impacting countries globally. Measures taken to contain the spread of
the virus, including travel bans, quarantines, social distancing, and closures of non-essential services and
factories have triggered significant disruptions to businesses worldwide, resulting in an economic slowdown. The
potential impacts from COVID-19 remain uncertain, including, among other things, on economic conditions,
businesses and consumers.

During the year, the Group has earned profit after tax amounting to Rs. 1,694 million (2019 : Rs. 1,371 million).
As at 30 June 2020, the Group has accumulated profits amounting to Rs. 4,868 million (2019 : Rs. 3,994 million).
The current assets of the Group exceed its current liabilities by Rs. 1,426 million (2019 : Rs. 439 million). Management
plans for generating sufficient cashflows have been made by considering future sales volume, pricing decisions,
cost reduction strategies, exchange rate impact, availability of funds through committed credit lines among other
things.

The Group falls under the category of essential services and was allowed to operate its production and supply
facilities during the lockdown period while following all necessary standard operating procedures (SOPs). COVID-19
does not have a significant impact on the Group. The Group remained up to date in all its financial commitments.
Management believes that the going concern assumption of the Group remains valid.

BASIS OF PREPARATION
Statement of compliance

These consolidated financial statements have been prepared in accordance with the accounting and reporting
standards as applicable in Pakistan. The accounting and reporting standards as applicable in Pakistan comprise of:

- International Financial Reporting Standards (IFRS Standards) issued by the International Accounting Standards
Board (IASB) as notified under the Companies Act, 2017;

- Islamic Financial Accounting Standards (IFAS) issued by the Institute of Chartered Accountants of Pakistan
as are notified under the Companies Act, 2017; and

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

Where provisions of and directives issued under the Companies Act, 2017 differ from the IFRS Standards or IFAS,
the provisions of and directives issued under the Companies Act, 2017 have been followed.

Basis of measurement

These consolidated financial statements have been prepared under the historical cost convention except for
investment in equity instruments of Naimat Collateral Management Company Limited (NCMCL) which is carried
at fair value and obligation in respect of the Parent Company's Pension Plan and Pensioners' Medical Plan which
are measured at present value of the defined benefit obligations less fair value of plan assets.

Functional and presentation currency

These consolidated financial statements are presented in Pakistan Rupees which is Group's functional currency.
All financial information presented in Pakistan Rupees has been rounded to the nearest thousand of rupees, unless
stated otherwise.

Use of significant estimates and judgments

The preparation of these consolidated financial statements in conformity with approved accounting standards,
as applicable in Pakistan, requires management to make judgments, estimates and assumptions that affect the
application of policies and the reported amounts of assets, liabilities, income and expenses. The estimates and
associated assumptions are based on historical experience and various other factors that are believed to be
reasonable under the circumstances, the results of which form the basis of making the judgments about the
carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ
from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
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are recognized in the period in which the estimate is revised if the revision affects only that period, or in the period
of the revision and future periods if the revision affects both current and future periods. Judgments made by the
management in the application of approved accounting standards, as applicable in Pakistan, that have significant
effect on the consolidated financial statements and estimates with significant risk of material adjustment in the
next year are described in the following:

Property, plant and equipment / intangible assets

The Group reviews the rate of depreciation / amortization, useful life, residual value and value of assets for possible
impairment on an annual basis. Any change in the estimates in future years might affect the carrying amounts of
the respective items of property, plant and equipment / intangible assets with a corresponding effect on the
depreciation / amortization charge and impairment.

Stock in trade / stores, spares and loose tools

The Group's continuously reviews its inventory for existence of any items which may have become obsolete.
These estimates are based on historical experience and are continuously reviewed and the cost of such stocks
is fully provided for.

Trade debts and other receivables

These financial assets are adjusted for loss allowances that are measured at amount equal to lifetime expected
credit loss that result from all possible default events over expected life of the financial asset.

Provision for refund liability

Refund liability provisions are recognized as deduction from revenue based on terms of the arrangements with
the customer and are included in trade and other payables. No asset is recognized for refunds as they are not
anticipated to be resold. A receivable is recognised when the goods are delivered as this is the point in time that
the consideration is unconditional because only the passage of time is required before the payment is due.

Retirement benefits obligations

Certain actuarial assumptions have been adopted for valuation of present value of defined benefit obligations and
fair value of plan assets. Changes in these assumptions in future years may affect the liability under this scheme
in those years.

Taxation

In making the estimates for income taxes currently payable by the Group, the management looks at the current
income tax law and the decisions of appellate authorities on certain matters in the past.

Goodwill and indefinite life intangible assets

Goodwill and indefinite life intangible assets are tested for impairment on an annual basis and also when there
is an indication of impairment. Impairment loss on goodwill is not reversed. On disposal of subsidiary, the attributable
amount of goodwill is included in the determination of the profit or loss on disposal. Goodwill arising from is
allocated to cash-generating units for the purpose of impairment testing. The allocation is made to those
cash-generating units or groups of cash-generating units that are expected to benefit from the business combination
in which the goodwill arose.

Leases

The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use
asset is initially measured at cost which comprises the initial amount of the lease liability adjusted for any lease
payments made at or before the commencement date, plus any initial direct costs incurred and an estimate of
costs to dismantle and remove the underlying asset or to restore the underlying asset to the site on which it is
located less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight line method from the commencement date
to the earlier of the end of the useful life of the right-of-use asset or the end of the lease term. The estimated
useful lives of right-of-use assets are determined on the same basis as those of fixed assets. In addition, the
right-of-use asset is periodically reduced by impairment losses, if any, and adjusted to certain remeasurements
of the lease liability.
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The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or if that rate cannot be readily
determined, the Group's incremental borrowing rate. Generally, the Group uses its incremental borrowing rate as
the discount rate.

3. ACCOUNTING STANDARDS, INTERPRETATIONS AND AMENDMENTS TO PUBLISHED APPROVED
ACCOUNTING STANDARDS

3.1 Standards, interpretations and amendments to published approved accounting standards that are effective
but not relevant:

- There are certain new standards, amendments to the approved accounting standards and new interpretations
that are mandatory for accounting periods beginning on or after 1 July 2019 (other than those which have been
disclosed in note 4 to these financial statements). However, these do not have any significant impact on the
Group's financial reporting and therefore have not been detailed in these consolidated financial statements.

3.2 Standards, interpretations and amendments to published approved accounting standards that are not
yet effective:

The following International Financial Reporting Standards (IFRS Standards) as notified under the Companies Act,
2017 and the amendments and interpretations thereto will be effective for accounting periods beginning on or
after 01 July 2020 and are not likely to have an impact on the financial statements of the Group:

- Amendment to IFRS 3 ‘Business Combinations’ — Definition of a Business (effective for business combinations
for which the acquisition date is on or after the beginning of annual period beginning on or after 1 January 2020).
The IASB has issued amendments aiming to resolve the difficulties that arise when an entity determines whether
it has acquired a business or a group of assets. The amendments clarify that to be considered a business, an
acquired set of activities and assets must include, at a minimum, an input and a substantive process that together
significantly contribute to the ability to create outputs. The amendments include an election to use a concentration
test. The standard is effective for transactions in the future and therefore would not have an impact on past financial
statements.

- Amendments to IAS 1 Presentation of Financial Statements and IAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors (effective for annual periods beginning on or after 1 January 2020). The amendments
are intended to make the definition of material in IAS 1 easier to understand and are not intended to alter the
underlying concept of materiality in IFRS Standards. In addition, the IASB has also issued guidance on how to
make materiality judgments when preparing their general purpose financial statements in accordance with IFRS
Standards.

- On 29 March 2018, the International Accounting Standards Board (the IASB) has issued a revised Conceptual
Framework for Financial Reporting which is applicable immediately and contains changes that will set a new
direction for IFRS in the future. The Conceptual Framework primarily serves as a tool for the IASB to develop
standards and to assist the IFRS Interpretations Committee in interpreting them. It does not override the requirements
of individual IFRSs and any inconsistencies with the revised Framework will be subject to the usual due process
—this means that the overall impact on standard setting may take some time to crystallize. The companies may
use the Framework as a reference for selecting their accounting policies in the absence of specific IFRS requirements.
In these cases, companies should review those policies and apply the new guidance retrospectively as of 1
January 2020,

- Interest Rate Benchmark Reform which amended IFRS 9, IAS 39 and IFRS 7 is applicable for annual financial
periods beginning on or after 1 January 2020. The G20 asked the Financial Stability Board (FSB) to undertake a
fundamental review of major interest rate benchmarks. Following the review, the FSB published a report setting
out its recommended reforms of some major interest rate benchmarks such as IBORs. Public authorities in many
jurisdictions have since taken steps to implement those recommendations. This has in turn led to uncertainty
about the long-term viability ofsome interest rate benchmarks. In these amendments, the term interest rate
benchmark reform' refers to the market-wide reform of an interest rate benchmark including its replacement with
an alternative benchmark rate, such as that resulting from the FSB's recommendations set out in its July 2014
report 'Reforming Major Interest Rate Benchmarks' (the reform). The amendments made provide relief from the
potential effects of the uncertainty caused by the reform. A company shall apply the exceptions to all hedging
relationships directly affected by interest rate benchmark reform. The amendments are not likely to affect the
financial statements of the Company.

- Amendments to IFRS-16- IASB has issued amendments to IFRS 16 (the amendments) to provide practical
relief for lessees in accounting for rent concessions. The amendments are effective for periods beginning on or
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after 1 June 2020, with earlier application permitted. Under the standard’s previous requirements, lessees assess
whether rent concessions are lease modifications and, if so, apply the specific guidance on accounting for lease
modifications. This generally involves remeasuring the lease liability using the revised lease payments and a
revised discount rate. In light of the effects of the COVID-19 pandemic, and the fact that many lessees are applying
the standard for the first time in their financial statements, the Board has provided an optional practical expedient
for lessees. Under the practical expedient, lessees are not required to assess whether eligible rent concessions
are lease modifications, and instead are permitted to account for them as if they were not lease modifications.
Rent concessions are eligible for the practical expedient if they occur as a direct consequence of the COVID-19
pandemic and if all the following criteria are met:

- the change in lease payments results in revised consideration for the lease that is substantially the same as,
or less than, the consideration for the lease immediately preceding the change;

- any reduction in lease payments affects only payments originally due on or before 30 June 2021; and
- there is no substantive change to the other terms and conditions of the lease.

- Classification of liabilities as current or non-current (Amendments to IAS 1) effective for the annual period
beginning on or after 1 January 2022. These amendments in the standards have been added to further clarify
when a liability is classified as current. The standard also amends the aspect of classification of liability as
non-current by requiring the assessment of the entity’s right at the end of the reporting period to defer the settlement
of liability for at least twelve months after the reporting period. An entity shall apply those amendments retrospectively
in accordance with IAS 8.

- Onerous Contracts — Cost of Fulfilling a Contract (Amendments to IAS 37) effective for the annual period
beginning on or after 1 January 2022 amends IAS 1 by mainly adding paragraphs which clarifies what comprise
the cost of fulfilling a contract, Cost of fulfilling a contract is relevant when determining whether a contract is
onerous. An entity is required to apply the amendments to contracts for which it has not yet fulfilled all its obligations
at the beginning of the annual reporting period in which it first applies the amendments (the date of initial application).
Restatement of comparative information is not required, instead the amendments require an entity to recognize
the cumulative effect of initially applying the amendments as an adjustment to the opening balance of retained
earnings or other component of equity, as appropriate, at the date of initial application.

- Property, Plant and Equipment: Proceeds before Intended Use (Amendments to IAS 16) effective for the annual
period beginning on or after 1 January 2022. Clarifies that sales proceeds and cost of items produced while
bringing an item of property, plant and equipment to the location and condition necessary for it to be capable of
operating in the manner intended by management e.g. when testing etc, are recognized in profit or loss in
accordance with applicable Standards. The entity measures the cost of those items applying the measurement
requirements of IAS 2. The standard also removes the requirement of deducting the net sales proceeds from cost
of testing. An entity shall apply those amendments retrospectively, but only to items of property, plant and
equipment that are brought to the location and condition necessary for them to be capable of operating in the
manner intended by management on or after the beginning of the earliest period presented in the financial
statements in which the entity first applies the amendments. The entity shall recognize the cumulative effect of
initially applying the amendments as an adjustment to the opening balance of retained earnings (or other component
of equity, as appropriate) at the beginning of that earliest period presented.

- The following annual improvements to IFRS standards 2018-2020 are effective for annual reporting periods
beginning on or after 1 January 2022.

- IFRS 9 - The amendment clarifies that an entity includes only fees paid or received between the entity (the
borrower) and the lender, including fees paid or received by either the entity or the lender on the other’s behalf,
when it applies the ‘10 per cent’ test in paragraph B3.3.6 of IFRS 9 in assessing whether to derecognize a financial
liability.

- IFRS 16 — The amendment partially amends lllustrative Example 13 accompanying IFRS 16 by excluding the
illustration of reimbursement of leasehold improvements by the lessor. The objective of the amendment is to
resolve any potential confusion that might arise in lease incentives.

- 1AS 41 — The amendment removes the requirement in paragraph 22 of IAS 41 for entities to exclude taxation
cash flows when measuring the fair value of a biological asset using a present value technique.
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4. SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies as set out below are consistently applied for all periods presented in these
consolidated financial statements except for as disclosed in note 4.1.1.

4.1 Changes in accounting policies

The details of new significant accounting policy adopted and the nature and effect of the change to previous
accounting policy is set out below:

4.1.1 IFRS 16 'Leases’

The Group adopted IFRS 16 with a date of initial application on 1 July 2019. IFRS 16 replaced International
Accounting Standard 17, Leases and related interpretations ("IAS 17"). The Group has applied IFRS 16 using the
modified retrospective approach and therefore the comparative information has not been restated and remains
as previously reported under IAS 17 and related interpretations. The comparative information reports rent expense
through statement of income and comprehensive income. Under IFRS 16, present value of future payments is
reported as a liability and is subsequently reduced based on payments made during each reporting period.

Previously, the Group classified leases as operating or finance leases based on its assessment of whether the
lease transferred significantly all of the risks and rewards incidental to ownership of the underlying asset to the
Group. Under IFRS 16, the Group recognizes right of use assets and lease liabilities for most leases previously
classified as "operating leases" except for leases with lease term equal to or less than 12 months or low value
leases. The Group recognizes the lease payments associated with these leases as an expense on a straight line
basis over the lease term. In addition, the Group applied a single discount rate to a portfolio of leases with similar
characteristics; and elected not to recognize right-of-use assets and lease liabilities for lease contracts which do
not convey the right to direct the use of an identified asset and those having lease term equal to or less than 12
months or those of low value.

For leases previously classified as operating leases, the Group measured right-of-use assets at an amount equal
to the lease liability, adjusted by the amount of any prepaid or accrued lease payments.

For leases previously classified as finance leases, the Group recognized the carrying amount of the lease asset
and lease liability immediately before transition at the carrying amount of the right-of-use asset and the lease
liability at the date of initial application.

On transition to IFRS 16, the Group elected to apply the practical expedient to grandfather the assessment of
which contracts are leases. The Group applied the new lease definition to contracts entered or changed on or
after 1 July 2019.

The following table summarizes the impact of adopting IFRS 16 on the Group's financial statements.

(Rupees in thousand)
Lease liabilities:

Operating lease commitments disclosed at 30 June 2019 1,036,961
Previously classified as operating leases discounted 849,369
using the incremental borrowing rate at 1 July 2019

Previously classified as finance leases at carrying value of liability 48,217
Lease obligations recognized at 1 July 2019 897,586

Right-of-use assets:

Previously classified as operating leases equal to lease liability 849,369
Previously classified as finance lease equal to carrying value of assets 44,728
Prepaid rent and security deposits from prior years 16,684
Right-of-use assets recognized at 1 July 2019 910,781

The lease liability is initially measured at the present value of the lease payments that are not paid at the
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4.2.

4.3

commencement date, discounted using the rate implicit in the lease when available, and the Group’s incremental
borrowing rate of 5.48% when the interest rate implicit in the lease could not be readily determined.

Basis of consolidation

The consolidated financial statements consists of financial statements of the Parent Company and its subsidiary
companies as disclosed in note 1.1 to these consolidated financial statements (here in after referred as Group).

The financial statements of the Parent Company and its subsidiary companies are prepared up to the same
reporting date and are combined on a line-by-line basis.

Business Combination

The Group accounts for business combination using the acquisition method when control is transferred to the
Group. The consideration transferred (including contingent consideration) in the acquisition is measured at fair
value, as are the identifiable net assets acquired. Any goodwill acquired is not amortized but tested annually for
impairment. Any gain on a bargain purchase is recognized in profit or loss immediately. Transaction cost are
expensed as incurred, except if related to the issue of debt or equity securities. When the initial accounting for a
business combination is incomplete at the end of a reporting period, provisional amounts are used. During the
measurement period, the provisional amounts are retrospectively adjusted and additional assets and liabilities
may be recognized, to reflect new information obtained about the facts and circumstances that existed at the
acquisition date which would have affected the measurement of the amounts recognized at that date, had they
been known the measurement period does not exceed twelve months from the date of acquisition.

Subsidiaries

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to or has rights
to variable returns from its involvement with the entity and has the ability to affect those returns through its power
over the entity generally accompanying a shareholding of more than fifty percent of the voting rights. Subsidiaries
are fully consolidated from the date on which control is transferred to the Group and up to the date when the
control ceases.

Non-controlling interest is that portion of equity in a subsidiary that is not attributable, directly or indirectly, to the
Parent Company. Non-controlling interests are measured at their proportionate share of the acquiree's identifiable
net assets at the date of acquisition. Non-controlling interests are presented as a separate item in the consolidated
financial statements.

The Group treats transactions with non-controlling interests as transactions with equity owners of the Group. For
purchases from non-controlling interests, the difference between any consideration paid and the relevant share
acquired of the carrying value of net assets of the subsidiary is recorded in the equity. Gains or losses on disposals
to non-controlling interests are also recorded in equity.

Changes in the Group interest in a subsidiary that do not result in a loss of control are accounted for as equity
as transactions.

On the loss of control, the Group derecognises the assets and liabilities of the subsidiary, any non-controlling
interests and the other components of equity related to the subsidiary. Any surplus or deficit arising on the loss
of control is recognised in consolidated profit and loss account. If the Group retains any interest in the previous
subsidiary, then such interest is measured at fair value at the date that control is lost. Subsequently, it is accounted
for as an equity-accounted investee or as an available-for-sale financial asset depending on the level of influence
retained.

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group
transactions are eliminated.

Property, plant and equipment

Initial recognition

The cost of an item of property, plant and equipment is recognised as an asset if it is probable that future economic
benefits associated with the item will flow to the entity and the cost of such item can be measured reliably.

Recognition of the cost in the carrying amount of an item of property, plant and equipment ceases when the items
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4.4

is in the location and condition necessary for it to be capable of operating in the manner intended by the
management.

Measurement

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses, if any.
The cost of property, plant and equipment includes:

(a) its purchase price including import duties, non refundable purchase taxes after deducting trade discounts and
rebates;

(b) any other costs directly attributable to bringing the asset to the location and condition necessary for it to be
capable of operating in the manner intended by the management; and;

(c) Borrowing costs, if any.

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as
separate items (major components) of property, plant and equipment.

Subsequent expenditure (including normal repairs and maintenance)

Expenditures incurred to replace a significant component of an item of property, plant and equipment is capitalised
and the asset so replaced is retired. Other subsequent expenditure is capitalised only when it is probable that
future economic benefits associated with the item will flow to the entity and the cost of the items can be measured
reliably. All other expenditures (including normal repairs and maintenance) is recognised in the profit or loss account
as an expense when it is incurred.

Depreciation

Depreciation is charged on straight line method at the rates specified in respective notes in these consolidated
financial statements.

Depreciation on additions to property, plant and equipment is charged from the month the asset is available for
use upto the month of disposal.

Depreciation methods, useful lives and residual values of each part of property, plant and equipment that is
significant in relation to the total cost of the asset are reviewed, and adjusted if appropriate, at each balance
sheet date.

Gains and losses on disposal

The gain or loss on disposal of an item of property, plant and equipment is determined by comparing the proceeds
from disposal with the carrying amount of the property, plant and equipment, and is recognized in the profit or
loss account.

Capital work in progress

Capital work in progress is stated at cost less impairment loss, if any and consists of expenditures incurred
(including any borrowing cost, if applicable) and advances made in the course of their construction and installation.
Transfers are made to relevant asset category as and when assets are available for intended use.

Intangible assets and Goodwill

Goodwill arising on the acquisition of subsidiaries is measured at cost less accumulated impairment losses. Other
intangible assets, including customer relationships that are acquired by the Group and have finite useful lives are
measured at cost less accumulated amortisation and any accumulated impairment losses. Trademark and other
intangible assets have indefinite useful life and is not amortised, therefore, measured at cost less any accumulated
impairment losses.

Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the specific
asset to which it relates. All other expenditure, including expenditure on internally generated goodwill and brands,
is recognised in profit or loss as incurred. Amortisation is calculated to write off the cost of intangible assets less
their estimated residual values using the straight-line method over their estimated useful lives, and is generally
recognised in profit or loss. Goodwill is not amortised.
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Amortisation methods, useful lives and residual values are reviewed at each reporting date and adjusted
if appropriate.

45 Leases
Policy applicable after 1 July 2019

A contract is, or contains a lease if the contract conveys a right to control the use of an identified asset for a period
of time in exchange for consideration. Right-of-use asset and lease liability are recognised at the lease
commencement date. The right-of-use asset is initially measured at cost, and subsequently at cost less any
accumulated depreciation and impairment losses if any, and adjusted for certain remeasurements of the lease
liability. The right-of-use asset is depreciated using the straight line method over the shorter of the lease term and
the asset's useful life . The estimated useful lives of assets are determined on the same basis as that for owned
assets. In addition, the right-of-use asset is periodically reduced by impairment losses, if any.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the entity's incremental borrowing rate. The lease liability is subsequently increased by the interest
cost on the lease liability and decreased by lease payments made. It is re-measured when there is a change in
future lease payments arising from a change in an index or rate, a change in assessment of whether extension
option is reasonably certain to be exercised or a termination option is reasonably certain not to be exercised.
Policy applicable before 1 July 2019

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the Group. All other leases are classified as operating leases.

Assets held under finance leases along with corresponding lease liabilities are initially recognized at their fair value
at the inception of the lease or, if lower, at the present value of the minimum lease payments. Lease payments
are apportioned between finance costs and reduction of the lease liability so as to achieve a constant rate of
interest on the remaining balance of the liability. Finance costs are recognized in statement of profit or loss, unless
they are directly attributable to qualifying assets.

Payments made under operating leases (net of any incentives received from the lessor) are charged to profit or
loss on a straight-line basis over the period of the lease.

In the context of sale and leaseback transactions, where a sale and leaseback transaction is classified as a finance
lease, any excess of the sale proceeds over the carrying values is deferred and recognized in profit or loss over
the lease term. Any loss representing the excess of the carrying values over the sale proceeds is recognized
immediately in statement of profit or loss.

4.6 Financial Instruments

4.6.1 Classification, recognition and measurement - Financial Assets
Classification
The Group classifies its financial assets in the following measurement categories:
- fair value through other comprehensive income (FVOCI);
- fair value through profit or loss (FVTPL); and

- measured at amortised cost.

The classification depends on the entity’s business model for managing the financial assets and the contractual
terms of the cash flows.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated
as at fair value through profit or loss:

- it is held within business model whose objective is to hold assets to collect contractual cash flows; and
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- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest
on principal amount outstanding.

A financial asset is measured at FVOCI if it meets both of the following conditions and is not designated as
at FVTPL:

- it is held within a business model whose objective is achieved by both collecting contractual cash flows and
selling financial assets; and

- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest
on the principal amount outstanding.

A financial asset shall be measured at fair value through profit or loss unless it is measured at amortised cost or
at FVOCI. However the Group may make an irrevocable election at initial recognition for particular investments
in equity instruments that would otherwise be measured at FVTPL to present subsequent changes in fair value in
other comprehensive.

On initial recognition, the Group may, irrevocably designate a financial asset as measured at FVTPL if doing so
eliminates or significantly reduces a measurement or recognition inconsistency (‘accounting mismatch') that would
otherwise arise from measuring assets or liabilities or recognising the gains and losses on them on different bases.

Initial measurement - Financial Assets

A financial asset is initially measured at fair value plus, for an item not at FVTPL, transaction costs that are directly
attributable to its acquisition. However, at initial recognition, the Group measures trade receivables at their
transaction price if the trade receivables do not contain a significant financing component.

Subsequent measurement

Debt Investments at FVOCI These assets are subsequently measured at fair value. Interest / markup
income calculated using the effective interest method, foreign exchange gains
and losses and impairment are recognised in the statement of profit or loss. Other net
gains and losses are recognised in other comprehensive income. On de-recognition,
gains and losses accumulated in other comprehensive income are reclassified to the
statement of profit or loss.

Equity Investments at FVOCI These assets are subsequently measured at fair value. Dividends are
recognised as income in the statement of profit or loss unless the dividend
clearly represents a recovery of part of the cost of the investment. Other net
gains and losses are recognised in other comprehensive income and are
never reclassified to the statement of profit or loss.

Financial assets at FVTPL These assets are subsequently measured at fair value. Net gains and
losses, including any interest / markup or dividend income, are recognised
in profit or loss.

Financial assets measured at These assets are subsequently measured at amortised cost using the

amortised cost effective interest method. The amortised cost is reduced by impairment
losses. Interest / markup income, foreign exchange gains and losses and
impairment are recognised in the statement of profit or loss.

4.6.2 Non-derivative Financial assets

All non-derivative financial assets are initially recognised on trade date i.e. date on which the Group becomes
party to the respective contractual provisions. Non-derivative financial assets comprise loans and receivables
that are financial assets with fixed or determinable payments that are not quoted in active markets and includes
trade debts, advances, other receivables and cash and cash equivalent. The Group derecognises the financial
assets when the contractual rights to the cash flows from the asset expires or it transfers the rights to receive the
contractual cash flows in a transaction in which substantially all of the risk and rewards of ownership of the financial
assets are transferred or it neither transfers nor retain substantially all of the risks and rewards of ownership and
does not retain control over the transferred asset.
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4.6.2.1 Trade debts, deposits, advances and other receivables

These are classified at amortized cost and are initially recognised when they are originated and measured at fair
value of consideration receivable. These assets are written off when there is no reasonable expectation of recovery.
Further, these assets are adjusted for loss allowances that are measured at amount equal to lifetime expected
credit loss that result from all possible default events over expected life of the financial asset.

4.6.2.2 Cash and cash equivalents

4.6.3

For the purpose of presentation in statement of cash flow, cash and cash equivalents includes cash in hand,
balances with banks and short term borrowings availed by the Group, which are repayable on demand and form
an integral part of the Group’s cash management.

Financial Liabilities

Financial liabilities are initially recognised on trade date i.e. date on which the Group becomes party to the
respective contractual provisions. Financial liabilities include mark-up bearing borrowings and trade and other
payables. The Group derecognises the financial liabilities when contractual obligations are discharged or cancelled
or expire. Financial liability other than at fair value through profit or loss are initially measured at fair value less
any directly attributable transaction cost. Subsequent to initial recognition, these liabilities are measured at
amortised cost using effective interest rate method.

4.6.3.1 Mark-up bearing borrowings and borrowing costs

4.6.4

4.7

Mark-up bearing borrowings are recognised initially at fair value, less attributable transaction costs. Subsequent
to initial recognition, mark-up bearing borrowings are stated at amortized cost, while the difference between the
cost (reduced for periodic payments) and redemption value is recognized in the profit and loss account over the
period of the borrowings using the effective interest method.

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset
are capitalized as part of the cost of the relevant asset.

Trade and other payables are recognised initially at fair value plus directly attributable costs, if any, and subsequently
measured at amortised costs.

Offsetting of financial assets and financial liabilities

Financial assets and financial liabilities are offset and the net amount is reported in the financial statements only
when the Group has currently legally enforceable right to set-off the recognised amounts and the Group intends
either to settle on a net basis or to realize the assets and to settle the liabilities simultaneously. The legally
enforceable right must not be contingent on future events and must be enforceable in normal course of business
and in the event of default, insolvency or winding up of the Group or the counter parties.

Taxation

Income tax expense comprises current and deferred tax. It is recognised in profit or loss except to the extent that
it relates to, or items recognised directly in equity or in other comprehensive income, in which case the tax amounts
are recognized directly in other comprehensive income or equity, as the case may be.

i) Current

Current tax is the expected tax payable or receivable on the taxable income or loss for the year; calculated using
tax rates enacted or substantively enacted by the end of the reporting period. The calculation of current tax takes
into account tax credit and tax rebates, if any, and is inclusive of any adjustments to income tax payable or
recoverable in respect of previous years.

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 consolidated 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. Deferred tax liability of the Parent Group is restricted to 92.34% (2019: 92.99%) of the total deferred
tax liability based on the assumptions that export sales will continue under Final Tax Regime and historical trend
of export and local sales ratio will continue to be approximately the same in foreseeable future.
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4.8

4.9

4.10

4.11

Employee retirement benefits
Defined benefit plans

The Parent Group operates a funded pension scheme and post retirement medical benefit for chief executive,
one non-executive director and one former director. The liability recognised in the consolidated balance sheet in
respect of the defined benefit plans is the present value of the defined benefit obligation at the end of the reporting
period less the fair value of plan assets. The defined benefit obligation is calculated annually by independent
actuary using the projected unit credit method. Remeasurements which comprise actuarial gains and losses and
the return on plan assets (excluding interest) are recognised immediately in other comprehensive income. The
latest actuarial valuation of the defined benefit plans was conducted at 30 June 2020.

The current and past-service costs are recognized immediately in statement of profit or loss account. Further,the
amount arising as a result of remeasurements are recognised in the balance sheet immediately, with a charge or
credit to other comprehensive income in the periods in which they occur.

Defined contribution plan

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

Other long-term employee benefits

The Group’s net obligation in respect of long-term employee benefits is the amount of future benefit that employees
have earned in return for their service in the current and prior periods. That benefit is discounted to determine its
present value. Remeasurements are recognised in profit or loss in the period in which they arise.

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.

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.
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. Cost of work in process and finished goods includes direct cost of
materials, direct cost of labour and production overheads.

Impairment losses

4.11.1 Financial assets

The Group recognises loss allowances for Expected Credit Losses (ECLs) in respect of financial assets measured
at amortised cost.

The Group measures loss allowances at an amount equal to lifetime ECLs, except for the following, which are
measured at 12-month ECLs:

- debt securities that are determined to have low credit risk at the reporting date; and

- other debt securities and bank balance for which credit risk (i.e. the risk of default occuring over the expected
life of the financial instrument) has not increased significantly since initial recognition.

Loss allowances for trade receivables are always measured at an amount equal to lifetime ECLs. When determining
whether the credit risk of a financial asset has increased significantly since initial recognition and when estimating
ECLs, the Group considers reasonable and supportable information that is relevant and available without undue
cost or effort. This includes both quantitative and quanlitative information and analysis, based on the Group's
historical experience and informed credit assessment and including forward-looking information.

The Group assumes that the credit risk on a financial asset has increased significantly if it is more than past due
for a reasonable period of time. Lifetime ECLs are the ECLs that result from all possible default events over the
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4.11.2

4.12

4.13

4.14

4.15

expected life of a financial instrument. 12-month ECLs are the portion of ECLs that result from default events
that are possible within the 12 months after the reporting date (or a shorter period if the expected life of the
instrument is less than 12 months). The maximum period considered when estimating ECLs is the maximum
contractual period over which the Group is exposed to credit risk.

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying amount
of the assets.

The gross carrying amount of a financial asset is written off when the Group has no reasonable expectations of
recovering of a financial asset in its entirety or a portion thereof. The Group individually makes an assessment
with respect to the timing and amount of write-off based on whether there is a reasonable expectation of recovery.
The Group expects no significant recovery from the amount written off. However, financial assets that are written
off could still be subject to enforcement activities in order to comply with the Group's procedures for recovery of
amounts due.

The adoption of the expected loss approach has not resulted in any material change in impairment provision for
any financial asset.

Non-financial assets

The carrying amount of the Group's non-financial 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.

ljarah

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

Provisions

Provisions are recognised when the Group 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.

Foreign currency transactions and translation

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. The results and financial position of foreign operation
are translated into the presentation currency as follows:

- assets and liabilities including goodwill and fair value adjustment arising on acquisition are translated into Pak
Rupees at the exchange rate at the reporting date;

- income and expenses for income statement are translated at average exchange rate (unless this average is
not a reasonable approximation of the cumulative effect of the rates prevailing on the transaction dates, in which
case income and expenses are translated at the rate on the dates of the transactions); and

- all resulting exchange differences are recognised in other comprehensive income and accumulated in these
translation reserve, except to the extent that the translation difference is allocated to NCI.

Revenue recognition

Revenue is recognized when a contractual promise to a customer (performance obligation) has been fulfilled by
transferring control over the promised goods and services to the customer. It also specifies the accounting for
the costs directly related to fulfilling a contract. Revenue from sale of goods is recognised at the point in time
when control of the product has transferred, being when the products are delivered to the customer. Invoices are
generated and revenue is recognised on delivery of goods. Delivery occurs when the products have been shipped
to / or and delivered to the customer’s destination / specific location, the risks of loss have been transferred to

Notes to the Consolidated Financial Statements

FOR THE YEAR ENDED JUNE 30, 2020

4.16

4.17

4.18

4.19

4.20

4.21

4.22

4.23

the customer and the customer has accepted the product.

The consideration which the Group receives in exchange for its goods or services may be fixed or variable. Variable
consideration is only recognized when it is highly probable that a significant reversal will not occur. Revenue is
measured based on the consideration specified in a contract with a customer, net of returns, amounts collected
on behalf of third parties (sales taxes etc), pricing allowances, other trade discounts, volume rebates and couponing,
price promotions to consumers / customers and any other consideration payable to customers. The level of
discounts, allowances and promotional rebates are recognized, on estimated basis using historical experience
and the specific terms of the arrangement, as a deduction from revenue at the time that the related sales are
recognized or when such incentives are offered to the customer or consumer. Sales return provisions are recognized
as deduction from revenue based on terms of the arrangements with the customer and are included in trade and
other payables. No asset is recognized for returns as they are not anticipated to be resold. A receivable is recognised
when the goods are delivered as this is the point in time that the consideration is unconditional because only the
passage of time is required before the payment is due.

The Group provides retrospective discounts to its customers on all products purchased by the customer once
the quantity of products purchased during the period exceeds a threshold specified in the contract. A contract
liability is recognised for expected discount payable to customers in relation to sales made until the end of the
reporting period. Further, a contract liablity is also recognised for short term advances that the Group receives
from its customers.

Miscellaneous income

Miscellaneous income including export rebate is recognised on receipt basis.

Interest / Mark up income / late payment by trade debtors

Income on late payment by trade debtors is recognised on accrual basis.

Dividend income

Dividend income is recognised when the Group's right to receive payment is established.

Rental income

Rental income from properties on operating lease is recognized in profit or loss on a straight-line basis over the
term of the lease. Lease incentives granted are recognized as an integral part of the total rental income, over the
term of the lease.

Income from debt securities

Income on bank deposit and debt securities is recognised on a time proportion basis using effective interest rate
method.

Research and development

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

Dividend distribution to the Group's shareholders and appropriations to / from reserves are recognised in the
period in which these are approved.

Government grants

Government grants are transfers of resources to an entity by a government entity in return for compliance with
certain past or future conditions related to the entity's operating activities - e.g. a government subsidy. The
definition of "government" refers to governments, government agencies and similar bodies, whether local, national

or international.

The Group recognizes government grants when there is reasonable assurance that grants will be received and
the Group will be able to comply with conditions associated with grants.

Government grants are recognized at fair value, as deferred income, when there is reasonable assurance that the
grants will be received and the Group will be able to comply with the conditions associated with the grants.
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Grants that compensate the Group for expenses incurred, are recognized on a systematic basis in the income - _
for the year in which the related expenses are recognized. Grants that compensate for the cost of an asset are Leasehold | Leasehold Bl‘;g‘;'e']?;g“ Plantand | Furniture OTffef"d Computers | Laboratory | yori oo [
R in i P H ; Land machinery | and fittings i P equipments
recognized in income on a systematic basis over the expected useful life of the related asset. land equipments
A loan is initially recognized and subsequently measured in accordance with IFRS 9. IFRS 9 requires loans at (Rupees in thousand)
below-market rates to be initially measured at their fair value - e.g. the present value of the expected future cash At1July 2018
flows discounted at a market-related interest rate. The benefit that is the government grant is measured as the ngamulate d depreciation z(gg'ggg) (?g'ggg) [ '(gg;’gii) Zkggg":’gf‘) (‘:’;?’g;g) (??g'ggg) ﬁ;g’ggg) G‘gfg% 1(32’%2) (?"7‘;‘2"%;)
]cc:llfferenc%.bet}/veﬁln thetfalr v%ellttﬁe of th? loan on initial recognition and the amount received, which is accounted Net exchange difference 3 9.047 ) - 24903 10419 2453 ) 8137 54979
or according 1o the nature ot the grant. Net book value 199,885 62,028 1,672,588 1,166,220 264,363 198,563 55226 21,781 96,118 3,736,772
Additions / transfer - note - 5.4.1 - 6,622 432233 619,090 39,289 18,753 62,901 5435 31,960 1,216,283
Disposals
Cost - - (8/454) (74,734)  (21,698) (26,593) (45961)  (5985)  (54,455)| | (237,880)
Accumulated depreciation - - 6,189 72,623 21511 23677 45420 5682 32,394 | | 207,496
- - 2.265)  (2,111) (187)  (2,916) (541) (303) (22,061) (30,384
[ 2020 | 2019 Effect of movement in exchange rate - 1732 - - 52560 13,883 9,756 - 13,040 107,472
(Rupees in thousand) Depreciation charge for the year (4195) (12,458)  (59,611) (246,372)  (64,805) (44,539) (28,523)  (3,569) (27,163) (491,235)
5. PROPERTY, PLANT AND EQUIPMENT
Assets written off -
Operating fixed assets 5.1 4,893,322 4,538,908 Closing net book value 195600 73516 2,042,045 1,536,827 291229 183,744 _ 98819 23344 02,794 4,538908
Capital work-in-progress 5.4 359,551 498,543
5,252,873 5,037,451 At 30 June 2019
—_—— Cost 232549 73,186 2,381,611 2594700 395607 295613 235966 40,418 143,724 6,393,374
Accumulated depreciation (36,859) (26,041) (338,666) (1,057,873) (181,170) (136,171) (149,356)  (17,074)  (73,007) (2,016,217)
5.1 Operating fixed assets Net exchange difference - 26,371 - - 76,792 24,302 12,209 - 22,077 161,751
Net book value 195690 73516 2,042,945 1,536,827 291229 183,744 98819 23344 92794 4,538,908
S - — Useful life (years) 38 - 99 Lease term 5-60 5-10 5 5-10 3 5-10 5
Leasehold | -easehold | BUNINGS ON - pjopns ang | Furniture [eElan Laboratory ;
Land mr]r'r);g:se- Iealzilziold machinery | and fittings equ(i’;t)}r‘:;nts equipments| Vehicles Total
(Rupees in thousand)
At 1 July 2019
Cost 232549 73,186 2,381,611 2,504,700 395607 295613 235966 40,418 143,724 6,393,374 o .
Accumulated depreciation (36,859) (26,041) (338,666) (1,057,873) (181,170) (136,171) (149,356) (17,074) (73,007) (2,016,217) 5.2 The depreciation charge for the year has been allocated as follows:
Net exchange difference - 26,371 - - 76,792 24,302 12,209 - 22,077 161,751
Net book value 195690 73516 2,042,945 1,536,827 291,220 183,744 98819 23344 92,794 4,538,908 m 2019
Additions / transfer - note - 5.4.1 - 1,001 299205 503,073 33,876 23272 108,189 10,162 22,428 1,001,206 (Rupees in thousand)
Disposals
Cost - (36,118) - (3,284)  (19,836)  (1,507) (3,492 - (28,010)| | (92,247)
Accumulated depreciation - 36,118 - 3,284 6,806 1,489 3,408 - 11,382 62,487 Cost of sales 26 374,441 305,912
. - - - 0 (e ) (84) © el Distribution costs 27 109,596 99,511
Reclassification to ROUA Administrati o8 91.457 85.812
Cost - - - - = (8,364) o - (50,812) (59,176) ministrative expenses . ,
Accumulated depreciation - - - - - 3,087 - - 11,725 14,812 575,494 491,235
Net book value - - - - - (5,277) - - (39,087) (44,364)
Effect of movement in exchange rate - 376 - - 5,692 (1,937) 1,042 - (2,436) 2,737
Depreciation charge for the year (4,198) (26,333)  (80,327) (289,027)  (65690) (44,200) (42,918)  (5,135)  (17,667) (575,495)
Closing net book value 191,492 48560 2,261,913 1,750,873 252,077 155584 165048 28,371 39,404 4,893,322
At 30 June 2020
Cost 232549 38,060 2,680,906 3,004,489 409,647 309,014 340,663 50,580 87,330 7,243,247
Accumulated depreciation (41,057) (16,256) (418,993) (1,343,616) (240,054) (175,795) (188,866)  (22,209)  (67,567) (2,514,413)
Net exchange difference - 26,747 - - 82,484 22,365 13,251 - 19,641 164,488
Net book value 191,492 48560 2,261,913 1,750,873 252,077 155584 165048 28,371 39,404 4,893,322
Useful life (years) 38 - 99 Lease term 5-60 5-10 5 5-10 3 5-10 5




Notes to the Consolidated Financial Statements

FOR THE YEAR ENDED JUNE 30, 2020

5.3 The details of property, plant and equipment having net book value of Rs. 500,000 and above sold / disposed of
during the year by the Parent Company are as follows:

Description Cost Adgf,trla?;?it:: Net book value Sale proceeds Gaigig‘()lg:g oM | Mode of disposal Part;(;‘lgarr;;:ﬂ;ﬁil;aser
(Rupees in thousand)
Vehicles 1,143 487 656 603 (53) Company Policy | Asadullah Khan
Company's Executive
Vehicles 1,967 201 1,766 2,184 418 Company Policy | Wajahat ljaz
Company's Executive
Vehicles 1,215 228 987 1,159 172 Company Policyy Saeed Ahmed
Company's Executive
Vehicles 1,012 101 911 1,013 102 Company Policy | Muhammad Fawad
Khan
Company's Executive
Vehicles 1,275 133 1,142 1,300 158 Company Policy | Sameeullah
Company's Executive
Vehicles 1,784 112 1,672 1,684 12 Company Policy | Farhan Parekh
Company's Executive
Vehicles 873 29 844 867 23 Company Policy| Nouman Nadeem
Company's Executive
Vehicles 1,697 283 1,414 1,608 194 Company Policy | M. Azam
Company's Executive
Vehicles 975 75 900 1,150 250 Company Policy| Syed Zia ul Husain
Company's Executive
Vehicles 980 57 923 1,242 319 Company Policy | Abdul Kaleem
Company's Executive
Vehicles 532 30 502 688 186 Company Policy| Aneeque Khan
Khakwani
Company's Executive
Vehicles 1,013 92 921 1,053 132 Company Policy | Syed Anas Ali Tirmizi
Company's Executive
Total 14,466 1,828 12,638 14,551 1,913

| 2020 | 2019

(Rupees in thousand)

5.4 Capital work-in-progress (CWIP)

5.4.1

Civil works 53,395 173,484
Plant and machinery 80,066 107,473
Office equipment 152 7,092
Advance against acquisition of land 224,936 210,494
Advance against computer 1,002 -
359,551 498,543

During the year the additions to CWIP and transfer of respective assets amounted to Rs. 428.07 million
(2019: Rs. 548.296 million) and Rs. 574.76 million (2019: Rs. 850.59 million) respectively.
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5.5 Particulars of immovable property (i.e. land and building) in the name of the Parent Company are as follows:

Total Area Covered Area
Location Usage of immovable property (In Sq. Ft.) (In Sq. Ft.)
Corporate office Office Building 45,099 40,589
S.I.T.E. Manufacturing plant 76,491 62,029
Port Qasim Manufacturing plant 435,600 265,556
Nooriabad Manufacturing plant 602,951 120,112
Gujranwala Manufacturing plant 130,000 36,000
Multan Warehouse 43,560 43,560

6. RIGHT-OF-USE ASSETS

The Group has applied IFRS 16 using modified retrospective approach. The impact of the change is disclosed in
note 4.1.1. The Group leases many assets including buildings and vehicles with lease terms of four to five
years.

Properties Equipment Vehicles

(Rupees in thousand)
Balance at 1 July 2019

Cost 866,054 8,432 51,228 925,714
Accumulated depreciation - (3,112) (11,821) (14,933)
Net Book Value 866,054 5,320 39,407 910,781
Additions - - 26,231 26,231
Charge for the year (169,133) (1,764) (10,531) (181,428)
Balance at 30 June 2020 696,921 3,556 55,107 755,584
Effect of movements in exchange rate 3,966 13 542 4,521
700,887 3,569 55,649 760,105
Net book value
As at 1 July 2019 866,054 5,320 39,407 910,781
As at 30 June 2020 700,887 3,569 55,649 760,105
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6.1  The depreciation of right-of-use assets for the year has been allocated as follows:

2020 | 2019

(Rupees in thousand)

Distribution costs 27 181,428 -

7. INTANGIBLES AND GOODWILL

Goodwill and intangibles 71 759,398 806,999
System under development 7.3 7,861 3,135
767,259 810,134

7.1  Goodwill and intangibles

Computer . Customer
softwares Goodwil relationships Eﬁg%Thagf
and ERP System
(Rupees in thousand)

Cost
Balance as at 1 July 2019 313,807 348,891 132,599 280,471 1,075,768
Addition 3,514 - - - 3,514
Effect of movement in exchange rates - 2,649 1,014 2,130 5,793
Balance as at 30 June 2020 317,321 351,540 133,613 282,601 1,085,075
Accumulated amortisation
Balance as at 1 July 2019 236,724 - 32,045 - 268,769
Amortisation for the year 43,296 - 13,157 - 56,453
Effect of movement in exchange rates - - 455 - 455
Balance as at 30 June 2020 280,020 - 45,657 - 325,677
Carrying amounts
As at 30 June 2020 37,301 351,540 87,956 282,601 759,398

Useful life (years) 3 - 10 Indefinite
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Computer ] Customer
softwares Goodwill relationships Eﬁg%?,fer:.(
and ERP System
(Rupees in thousand)

Cost
Balance as at 1 July 2018 259,116 269,523 98,706 216,411 843,756
Addition 54,691 - - - 54,691
Effect of movement in exchange rates - 79,368 33,893 64,060 177,321
Balance as at 30 June 2019 313,807 348,891 132,599 280,471 1,075,768
Accumulated amortisation
Balance as at 1 July 2018 188,920 - 10,737 - 199,657
Amortisation for the year 47,804 - 11,268 - 59,072
Effect of movement in exchange rates - - 10,040 - 10,040
Balance as at 30 June 2019 236,724 - 32,045 - 268,769
Carrying amounts
As at 30 June 2019 77,083 348,891 100,554 280,471 806,999

Useful life (years) S - 10 Indefinite

7.2 The amortization charge for the year has been allocated as follows:

| 2020 | 2019

(Rupees in thousand)

Cost of sales 26 6 -

Distribution costs 27 13,157 11,859

Administrative expenses 28 43,290 47,213
56,453 59,072

7.3  This represent amount given to vendor for the development of software which is expected to be capitalised next year.

74 Impairment testing of goodwill, trademark and other indefinite useful life

For the purpose of the impairment testing, goodwill acquired through business combination and trademarks with indefinite
useful life are allocated to the A-1 Bags and Supplies.

The recoverable amount of business operations of Al Bags & Suppliers Inc. (acquired entity) have been determined based
on its value in use, determined by discounting the future cash flows to be generated from its continuing use. The cash flow

projections are prepared covering period from 2021 to 2024 till terminal period. The calculations used for cash flow projections
are based on financial budgets prepared by management.

The value in use determined for underlying cash generating unit is higher than its carrying amount.

The key assumptions used in the estimation of value in use were as follow:

Percentage (%)

Sales (% annual growth rate) 7.0
Budgeted gross margin (%) 55
Other operating cost 5.4
Long term growth rate 5.0

Pre-tax discount rate (%) 11.9
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Management has determined the values assigned to each of the above key assumptions as follows:
Assumptions Approached used to determine values

Sales Growth Average annual growth rate over the forecast period based on recent performance
and management’s expectations of market development. Management does not
anticipate material impact owing to change in the assumptions used for growth
in sales volume.

Sales Price Average annual growth rate over the forecast period based on current industry
trend and including long term inflation forecast. Management does not anticipate
material impact owing to change in the assumptions used for growth in

sales price.
Budgeted gross margin Based on recent performance and management'’s expectation for the future.
Other operating cost Fixed cost of the CGU, which do not vary significantly with sales volume or

price. Management forecast these costs based on the current structure of the
business, adjusting for inflationary increases but not reflecting any future
restructuring or cost saving measures. The amounts disclosed above are the
average operating costs for the forecast period. Management does not anticipate
material impact owing to change in the assumptions used for growth in other
operating cost.

Long term growth rate This is the weighted average growth rate used to extrapolate cash flows beyond
the budget period. Management does not anticipate material impact owing to
change in the assumptions used for growth in the long term rate.

Pre-tax discount rates Reflect specific risks relating to the business segment, and the country in which
it operates.

Sensitivity to changes in Management have considered and assessed reasonably possible changes for

other assumptions other key assumptions and have not identified any instances that could cause

the carrying amount to exceed its recoverable amount.

2020 | 2019

(Rupees in thousand)
8. LONG-TERM INVESTMENT

Investment at fair value through profit or loss (FVTPL) 30,000 -

On 25 February 2020, the Parent Company subscribed 2,999,500 ordinary shares of Rs.10 each in Naimat Collateral
Management Company Limited (NCMCL) for Rs. 30,000,000. The Parent Company's shareholding gives it ownership
interest and voting power of 10% in NCMCL. NCMCL is an unlisted public company that was incorporated under
Companies Act, 2017 on 21 January 2020 and has its registered office at C-25/B, Block 4, Clifton, Karachi Saddar Town,
Sindh, Pakistan. It is engaged in the business of providing storage and preservation services for a range of agricultural
commodities as well as issuing credible warehouse receipts for agricultural commodity financing. The equity investment
has been classified at fair value through profit of loss.
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2020 | 2019 |

(Rupees in thousand)
9. STOCK IN TRADE

Raw materials 1,236,970 924,038

Provision for obsolescence (15,140) (19,652)
1,221,830 904,386

Packing materials 499,818 463,356

Provision for obsolescence (42,774) (42,867)
457,044 420,489

Work in process 1,369,242 1,671,610

Provision for obsolescence (24,829) (31,133)
1,344,413 1,640,477

Finished goods 9.2 2,139,640 2,038,543

Provision for obsolescence (20,865) (69,202)
2,118,775 1,969,341

5,142,062 4,934,693

9.1 Stock in trade includes Rs. 1.98 billion (2019: Rs. 2.04 billion) held with third parties for the purpose of further distribution
to end customers and packaging purposes.

9.2 The above balances include items costing Rs. 35.13 million (2019: Rs. 65.17 million) valued at net realisable value of
Rs. 28.84 million (2019: Rs. 47.29 million).

9.3  During the year, the Group has made reversal in provision for obsolescence of Rs. 35.11 million (charge 2019: Rs. 40.8
million) and has written off stocks against the provision amounting to Rs. 68.88 million (2019: Rs. 78.2 million).

2020 | 2019

(Rupees in thousand)
10. TRADE DEBTS

Considered good - unsecured

Others
- Local 877,924 303,977
- Foreign 505,755 787,997
1,383,679 1,091,974
Considered doubtful 84,463 86,191
1,468,142 1,178,165
Allowance for Impairment 10.2 (84,463) (86,191)
1,383,679 1,091,974
10.1  During the year, the Group has written-off trade debts amounting
to Rs. 5.99 million (2019: Nil).
10.2 The movement in the allowance for impairment for trade debts is as follows:
Opening provision 86,191 114,282
Charge for the year - net* 32,478 33,402
Write-offs (37,626) (61,493)
Exchange difference 3,419 -
Closing provision 84,463 86,191

*During the year the Group has recovered Rs. NIL (2019: 7 million) which had been written off in the prior period.
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11.

12.

121

13.

| 2020 | 2019
ADVANCES
Considered good
Employees - against expenses 111 15,207 1,011
Suppliers 126,654 116,452
141,861 117,463
Considered doubtful
Suppliers 27,684 27,684
169,545 145,147
Provision for doubtful advances to suppliers (27,684) (27,684 )
141,861 117,463

These advances do not carry any mark up arrangement.

2020 [ 2019

(Rupees in thousand)
TRADE DEPOSITS AND PREPAYMENTS

Considered good

Deposits 121 9,000 38,835
Prepayments 215,582 95,127
224,582 133,962

These trade deposits and prepayments are mainly against rent, insurance and utilities and not considered doubtful.

| 2020 | 2019

(Rupees in thousand)
OTHER RECEIVABLES

Due from related parties

- ATC Holdings (Private) Limited 5,894 1,511
- Director 5 -

5,899 1,511

Others 29,963 18,655

35,862 20,166
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141

15.

| 2020 | 2019

(Rupees in thousand)
CASH AND BANK BALANCES

Cash in hand 2,024 1,753

Cash at bank - current account

- local currency 141 246,438 149,872

- foreign currency 1,002,085 724,619
1,248,523 874,491
1,250,547 876,244

The current accounts are placed with banks under conventional banking arrangements.

ISSUED, SUBSCRIBED AND PAID-UP CAPITAL

| 2020 [ 2019
Number of Shares

2020 | 2019

(Rupees in thousand)

2,511,980 2,511,980 Ordinary shares of Rs. 5 (2019:
Rs. 5) each issued 12,560 12,560
for consideration paid in cash
146,681,892 121,816,247 Ordinary shares of Rs. 5 (2019:
Rs. 5) each as fully 733,409 609,081
paid bonus shares
149,193,872 124,328,227 745,969 621,641

15.1

As at 30 June 2020, ATC Holdings (Private) Limited (ultimate parent company) held 49,979,562 (2019: 41,229,268)
ordinary shares of National Foods Limited.

NON-CONTROLLING INTEREST (NCI)

Below is summarised financial information of A-1 Bags & Supplies Inc. that has a non-controlling interest (40% stake)
that is material to the Group. The amounts disclosed are before inter-group eliminations.

| 2020 | 2019

(Rupees in thousand)
Summarised balance sheet

Non-current assets 1,186,271 483,038
Current assets 1,803,811 1,649,572
Non-current liabilities (754,681) (196,999)
Current liabilities (1,216,280) (1,277,768)

1,019,121 657,843

Accumulated NCI 525,431 271,598
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m 2019 17.3 A-1 Bags & Supplies Inc., obtained loan from TD commercial bank details are as follows:
(Rupees in thousand) TD commercial loan and detailed breakdown are as follows: m 2019
Summarised statement of profit or loss and other comprehensive income (Rupees in thousand)
Sales 9,213,194 7,427,332 BDC loan (I) 24,618 3,050
Profit for the period 457,932 199,530 ggg :Oan E!!)) - 388 ?2’222
Total comprehensive income 457,932 199,530 ~ loan (i) ) )
P Vehicle loan (iv) 1,331 6,605
. Vehicle loan (v) 4,203 2,378
Profit allocated to NCI 177,910 75,305 TD bank loan (vi) 59,132 73,438
Eligible dividend to NCI 35,410 15,875 TD bank loan (vii) 30,410 37,248
TD bank loan (viii) 71,489 -
Summarised cash flows 198,571 186,249
Cash flow from operating activities 517,624 410,724
Cash flow from investing activities (101,852) (54,836) i. BDC loan, secured by accounts receivable, bears interest at rate of BDC's Floating Base Rate plus 0.50%
Cash flow from financing activities (385,378) (235,953) per annum and is repayable in 60 equal monthly payments of USD 12,272, maturing in June 2021.
Netincrease in cash and cash equivalents SUiS 119,935 ii. Business Development Bank of Canada ("BDC") loan, secured by accounts receivable, bears interest at rate
of BDC's Floating Base Rate plus 0.75% per annum and is repayable in 60 equal monthly payments of USD
17. LONG-TERM FINANCE 1,532, matured in June 2020.
Long term finance iii. BDC loan, secured by accounts receivable, bears interest at rate of BDC's Floating Base Rate plus 3.05% per
- MCB Bank Limited - Pakistan 17.1 718,410 487,116 annum and is repayable in 60 equal monthly payments of USD 3,683, maturing in June 2021.
) '\HA%bébBBarllkDLlrglted - Pakistan 172 2;3’2;? 0 6_ 8 iv. Vehicle loan payable to Scotiabank - loan is secured by a charge of the vehicle, bears interest at a rate of 2.5%
- ank bubal 7. 2 570,65 with monthly payments of USD 1,171, maturing in April 2022.
- TD Commercial Bank - Canada 17.3 198,571 186,249
- Deferred income - government grant 17.1 35,073 - V. Vehicle loan payable to Royal Bank of Canada - loan is secured by a charge of the vehicle and is non-interest
1,695,250 1,244,023 bearing with monthly payments of USD 531, maturing in September 2021.
Less: Current maturity of long term finance (466,216) (315,881) ] ) ] )
Less: Current portion of deferred income - government grant (22,869) _ Vi. TD bank loan, secured by accounts receivable, bears interest at a rate of 4.64% per annum and is repayable
' 1 206’165 928 14 in 60 equal monthly payments of USD 11,439 including interest, maturing in December 2022.
vii.  TD bank loan, secured by accounts receivable, bears interest at a rate of 5.06% per annum and is repayable
in 60 equal monthly payments of USD 5,600 including interest, maturing in February 2023.
17.1 This represents long term finance facility of Rs. 250 million for ten years, Long term loan of Rs. 300 million for six
years,Long term loan of Rs. 300 million for ten years & salary refinance loan of Rs. 351.5 million obtained from commercial viii. - TD bank loan, secured by accounts receivable, bears interest at a rate of 4.85% per annum and is repayable
bank having mark-up at the rate of State Bank of Pakistan (SBP) base rate + 0.3% (effective rate: 3.3%), 3 months Kibor in 60 equal monthlypayments of USD 8,675 including interest, maturing in October 2024.
+ 0.1%, 3 months Kibor + 0.4% & SBP base rate + 2% of (effective rate: 2%) respectively. The loans are secured by o
way of hypothecation of the Parent Company's present and future fixed assets and hypothecation of the Parent Company's 18.  Lease liabilities
present and future stocks and receivables. The Group has applied IFRS 16 using modified retrospective approach. The impact of changes is disclosed in note
) . . . 4.1.The Group leases many assets including buildings and vehicles with lease terms of four to five years.
Due to the effects of pandemic, State Bank of Pakistan took various steps to support the economy. SBP introduced a
refinance scheme for payment of salaries and wages at subsidized rate of borrowing. m
The Parent Company has obtained the said borrowing from Habib Bank Limited (“HBL”) at subsidized rate on 25 June . (F:]upeesd
2020 at 2% concessional interest rate which is repayable by October 2022 in 8 quarterly installments to HBL under the in thousan
SBP scheme. Balance as at 1 July 2019 897,586
Additions to lease obligation during the year 26,231
Government grant amounting to Rs. 35 million has been recorded during the year ended 30 June 2020 and Rs. 0.343 Payments for principal (150,693)
million has been amortised during the year. In accordance with the terms of the grant, the Parent Company is prohibited ' 773,124
to lay-off its employees atleast for three months from the start of period of the grant. Effect of movements in exchange rates _ 4894
Lease obligations 30 June 2020 778,017
17.2 IrBeoGRroup;as entered m’EI?ha long terfn; Ig?n ggreement wﬁ: MCB BaerCIIZ)u:)?L It cafrrles :)[;Zﬂtf at the r:ate of : mo_lt:h Less : current portion (149,059)
BOI +§ 6 per anr\um. e tenor o. acility is 5 years Wlt. . gr.ace period o . year from (for each tranche) . . e Lease obligation - non current portion ~ 628,958
principal is payable in equal quarterly installments. This facility is secured against 60% shares of A1 Bags & Suppliers =
Inc., undated security cheque, promissory note and assignment of receivables of the Group.
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Pension Plan Pensioners’ Medical Plan

(Rupees
in thousand

2020 2019 2020 2019

(Rupees in thousand)

Manturity analysis - contactual undiscounted cash flows

Not later than one year 188,094 204 Eﬁ:::;evzme;frgzg::g'at'o"
t:g ng e ;’::rrsa”d not later than five years 699,301 benefit obligations 180,215 156,203 84,866 81,984
T 887395 Fair value of plan assets (130,050) (122,017) (54,508) (50,045)
The following represents the amounts recognized - . . glhEs 34276 Sl 31,989
in the statements of cashflow 205 Movemer_ﬂ in ’fhe net liability
recognised in the
Payments for principal portion of lease obligations included 150,693 balance sheet
within financing activities .
Payments for interest portion of lease obligations included 45,586 Opening balance o 84,276 1,715 81,939 30,651
within operating activities Remeasurements recognised in
Variable non-lease payments included within operating activities 24,242 other comprehensive income 5,339 28,914 (4,127) 32,071
Total cash payments for leases T 220,520 Charge / (lncome) for the year 10,550 5,362 6,168 3,999
— Contribution made - (11,715) - (30,651)
Payments made to members
(beneficiaries) by Company - - (3,622) (4,131)
19. DEFERRED TAXATION - net m Closing balance 50,165 34,276 30,358 31,939
Rupees in thousand
Credit / (debit) balance arising in respect of: (A2 ) 206  Remeasurements recognised in other
Accelerated tax depreciation / amortisation 408,041 371,347 comprehensive income
Provision for stock obsolescence (27,744) (41,865) . ,
Provision for doubtful trade debts (5,415) (18,760) Re-measurements: Actuarial (gain) / loss
Finance costs e (967) ga(i)rgll/gﬁg:: due to change in
Deferred rent liability - (9,183) financial assumptions (2,700) 1,004 1,044 (852)
Long.—t.erm flnanpe , L . ©) ) - (Gain) / Loss due to change in
Provision for retirement benefits obligations and other provisions (80,169) (95,514) experience adjustments 1,186 16,044 (8,046) 31,017
294,088 __ 215,508 Actuarial (gain) / loss on defined
benefit obligation (1,514) 17,948 (7,002) 30,165
20.  DEFERRED LIABILITIES [ 2020 | 2019 |
(Rupees in thousand) Re-measurements: Return on plan assets
- Actual return on plan assets 10,881 472 4,463 80
Pension Plan 20.4 50,165 34,276 - Interest income on plan assets 17,734 11,438 7,338 1,986
Pensioners' Medical Plan 20.4 30,358 36,070 Net re-measurement recognised in other
Staff terminal benefits 20.18 6,291 5,414 comprehensive income 6,853 10,966 2,875 1,906
86,814 75,760
Total defined benefit cost
recognised in other
20.1 The Parent Company operates a funded pension scheme and post retirement medical benefit for chief executive, one comprehensive income 5,339 28,914 (4,127) 32,071
non-executive and one former director. Actuarial valuation of these plans is carried out every year and the latest actuarial
valuation was carried out as at 30 June 2020. 20.7  Expense recognised in profit and

loss account

20.2 Plan assets held in trust are governed by local regulations which mainly include the Trust Act, 1882, the Companies Act,
2017, the Income Tax Rules, 2002 and Rules under the Trust Deed of the Plans. Responsibility for governance of the
Plans, including investment decisions and contribution schedules, lies with the Board of Trustees. The Parent Company
appoints the Trustees and all Trustees are employees of the Parent Company.

Component of defined benefit costs

recognized in profit and loss account
Current service cost 5,551 4,185 1,840 1,076
Net interest cost

20.3 The latest actuarial valuation of the Fund as at 30 June 2020 was carried out using the Projected Unit Credit Method. - Interest cost on defined benefit

Details of the Fund as per the actuarial valuation are as follows: obligation 22,733 12,615 11,666 4,909
- Interest income on plan assets (17,734) (11,438) (7,338) (1,986)
4,999 1,177 4,328 2,923

10,550 5,362 6,168 3,999
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Pension Plan Pensioners’ Medical Plan

2020 2019 2020 2019

20.8 Movement in the present value
of defined benefit obligations

Obligation as at July 1 156,293 126,254 81,984 49,965
Current service cost 5,551 4,185 1,840 1,076
Interest cost 22,733 12,615 11,666 4,909
Benefits paid (2,848) (4,709) (3,622) (4,131)
Actuarial loss / (gain) (1,514) 17,948 (7,002) 30,165
Obligation as at June 30 180,215 156,293 84,866 81,984
20.9 Movement in the fair value of
plan assets
As at July 1 122,017 114,539 50,045 19,314
Expected return on plan assets 17,734 11,438 7,338 1,986
Contribution made - 11,715 - 30,651
Benefits paid (2,848) (4,709) - -
Return on plan assets excluding interest (6,853) (10,966) (2,875) (1,906)
As at June 30 130,050 122,017 54,508 50,045
20.10 Plan assets comprise of the following:
Special Savings Certificates - 5,880 - 2,412
Cash at bank 47,244 105,808 19,801 4,237
Investment in mutual fund 82,806 10,330 34,707 43,396
130,050 122,018 54,508 50,045

2020 | 2019

(Percent Per Annum)
20.11 Principal actuarial assumptions

Expected rate of increase in salaries 9.25% 14.50%
Expected rate of increase in pension 4.25% 9.50%
Expected rate of increase in medical benefits 9.25% 14.50%
Discount factor used 9.25% 14.50%
Mortality rate SLIC (2001-05) SLIC 2001 - 2005
Rates of employee turnover Moderate Moderate
2021
. Pensioners'
20.12 Components of defined benefit cost for the next year Pension Plan Medical Plan

(Rupees in thousand)

Current service cost 6,511 1,809
Interest cost on defined benefit obligation 16,770 7,742
Interest income on plan assets (12,119) (5,056)
Net interest cost 4,651 2,686
Cost for the next year to be recognized in statement of profit and loss 11,162 4,495
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20.13 In case of the funded plans, the Parent Company ensures that the investment positions are managed within an
Asset-Liability Matching (ALM) framework that has been developed to achieve long-term investments that are in line
with the obligations under the retirement benefit plan. Within this framework, the Parent Company’s ALM objective is
to match assets to the retirement benefit obligations by investing in long-term fixed interest securities with maturities
that match the benefit payments as they fall due and in the appropriate currency. The Parent Company actively monitors
how the duration and the expected yield of the investments are matching the expected cash outflows arising from the
retirement benefit plan obligations. The Parent Company has not changed the processes used to manage its risks from
previous periods. The Parent Company does not use derivatives to manage its risk. Investments are well diversified,
such that the failure of any single investment would not have a material impact on the overall level of assets.

The expected return on plan assets was determined by considering the expected returns available on the assets

underlying the current investment policy. Expected yields on fixed interest investments are based on gross redemption
yields as at the balance sheet date.

20.14 Sensitivity analysis for actuarial assumptions

The sensitivity of the defined benefit obligation to changes in the weighted principal assumptions is:

Impact on defined benefit obligation

Change in Increase in Decrease in

assumption assumption assumption

(Rupees in thousand)

Discount rate at June 30 1.00% 305,338 232,141
Future salary increases 1.00% 189,640 171,237
Future pension increases 1.00% 198,657 164,324
Medical cost increases 1.00% 96,252 75,428
29 |
Discount rate at June 30 1.00% 210,078 272,585
Future salary increases 1.00% 164,462 148,562
Future pension increases 1.00% 170,879 143,602
Medical cost increases 1.00% 92,648 73,114

The sensitivity analysis is based on a change in an assumption while holding all other assumptions constant. In
practice, this is unlikely to occur, and changes in some of the assumptions may be correlated. When calculating
the sensitivity of the defined benefit obligation to significant actuarial assumptions the same method (present
value of the defined benefit obligation calculated with the projected unit credit method at the end of the reporting
period) has been applied when calculating the pension liability recognised within the balance sheet.

The methods and types of assumptions used in preparing the sensitivity analysis did not change compared to
the previous period.

20.15 The expected return on plan assets is based on the market expectations and depends upon the asset portfolio
of the plan, at the beginning of the period, for returns over the entire life of the related obligation.

20.16 The weighted average duration of defined benefit obligation of pension plan and pensioners' medical plan is 12.99
years and 11.23 years respectively.

20.17 During the year, the Company contributed Rs. 26.69 million (2019: Rs. 80.98 million) to the provident fund.
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20.18 Staff terminal benefits obligation relating to NF DMCC (Subsidiary Company):

~ 220 | 2019

(Rupees in thousand)

Opening liability 5,414 2,699
Provision for the year 2,253 2,716
Payment made during the year (1,679) -
Exchange difference 303 -
Closing liability 6,291 5,414

This represent staff terminal benefits calculated in accordance with UAE labour laws.

T

(Rupees in thousand)

21. TRADE AND OTHER PAYABLES

Creditors 1,333,463 1,393,660
Accrued liabilities 21.1 2,475,343 2,020,824
Workers' Profits Participation Fund 21.2 70,765 67,623
Workers' Welfare Fund 128,702 99,364
Payable to provident fund 21.3 41,939 4,218
Refund Liabilities 21.4 53,152 38,752
Tax deducted at source 157,957 137,668
Advances from employees against sale of vehicles 92,672 85,426
Other liabilities 61,772 16,562
Due to related parties
- Directors 21.5 22,809 58
- Shareholder 21.6 - 22,609
4,438,574 3,886,764

21.1 This includes liability against Gas Infrastructure Development Cess of Rs. 73.49 million (2019: Rs. 63.54 million).
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21.2 Workers' Profits Participation Fund

21.3

21.4

21.5

21.6

22,

23.

23.1

2020 | 2019

(Rupees in thousand)

Payable / (receivables ) as at July 1 67,623 58,111
Allocation for the year 73,343 64,887
140,966 122,998
Amount paid during the year (70,201) (55,375)
Payable as at June 30 70,765 67,623
All investments out of provident fund maintained by the Parent Company have been made in accordance with the
provisions of Section 218 of the Companies Act 2017 and the conditions specified thereunder.
This relates to consideration received from the customers for goods sold which the Group expects to fully or partially
refund to the customers in accordance with the requirements of IFRS 15 for goods to be returned.
This relates to remuneration payable to director.
This relates to the amount provided by the Non-Controlling Shareholders of the Group to meet the working capital
requirements.
2020 | 2019
(Rupees in thousand)
CONTRACT LIABILITIES
Sales discount payable 276,172 269,270
Advances from customers 156,655 83,330
432,827 352,600
2020 | 2019
(Rupees in thousand)
SHORT-TERM BORROWINGS
Conventional
Running finance under mark up arrangements 23.1 54,078 805,047
Export re-finance 23.2 500,000 500,000
Money market loan - 300,000
Islamic
Running finance under Musharakah 23.3 326 296,585
554,404 1,901,632
The facilities for running finance available from various commercial banks are for the purpose of meeting working

capital requirements. The effective rates of mark-up on these finances range from 8.33% to 14.31% (2019: 7.00%
to 13.90%) per annum. The facilities are expiring on various dates upto 31 January 2021 and are renewable.
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23.2 The Parent Company has short term running finance facility under Export Refinance Scheme of the State Bank
of Pakistan from a commercial bank. The effective rate of mark-up on this facility is 3% (2019: 3%) per annum.

23.3 The Parent Company has obtained facilities for short term finance under Running Musharakah. The effective rate
of profit is 8.63% to 15.71% (2019: 7.00% to 13.9%) per annum. This facility matures within twelve months and
is renewable.

23.4 The facilities available from various banks amount to Rs. 2.9 billion (2019: Rs. 2.74 billion). The arrangements are
secured by way of pari-passu charge against hypothecation of the Parent Company's current and future movable
assets having aggregate charge amounting to Rs. 4.7 billion.

23.5 As at 30 June 2020, the unavailed facilities from the above borrowings amounted to Rs. 2.66 billion (2019: Rs.
0.84 billion).

24. COMMITMENTS

24.1 The facilities for opening letters of credit amount to Rs. 3.16 billion (2019: Rs. 1.79 billion) and for letters of
guarantee amount to Rs. 141 million (2019: Rs. 141 million) as at 30 June 2020 of which the amount remaining
unutilised at year end were Rs. 3.11 billion (2019: Rs. 1.34 billion) and Rs. 46 million (2019: Rs. 104.26 million)
respectively.

24.2 Aggregate commitments for capital expenditure as at 30 June 2020 amount to Rs. 514.66 million (2019: Rs. 411.96
million).

24.3 Aggregate commitments in respect of ujrah payments for ijarah financing of motor vehicles bearing a mark up
ranging from six months KIBOR + 0.75% to six months KIBOR + 2% (2019: six months KIBOR + 0.6% to six
months KIBOR + 0.9%) per annum for rentals payable monthly as at 30 June 2020 amount to:

2020 | 2019

(Rupees in thousand)

Not later than one year 131,085 86,338
Later than one year but not later than five years 213,543 140,617
344,628 226,955
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2020 | 2019

(Rupees in thousand)
25. SALES - NET

- Local sales 27,572,751 23,915,210
- Export sales 25.1 11,719,688 9,419,554
Gross sales 39,292,439 33,334,764
Less: Sales tax (4,354,186) (8,717,992)
34,938,253 29,616,772
Less:
- Discount, rebates and allowances (5,631,115) (4,901,460)
- Sales return (593,992) (461,515)
(6,225,107) (5,362,975)
28,713,146 24,253,797

2020 | 2019

(Rupees in thousand)
25.1 Export sales comprise of sales made in the following regions:

USA / Canada 10,725,498 8,431,079
Africa 4,259 2,878
Middle East Asia 822,860 873,870
Europe / UK 167,072 111,727

11,719,688 9,419,554

25.2 As required for the condensed financial statements, the Company disaggregated revenue recognised from contracts
with customers into categories that depict how the nature, amount, timing and uncertainty of revenue and cash flows
are affected by economic factors.

In the following table, revenue is disaggregated by primary geographical markets and major product lines:

2020 | 2019

(Rupees in thousand)

Primary geographical markets:

Local 27,572,751 23,915,210
USA/Canada 10,725,498 8,421,219
Africa 4,259 2,878
Middle East 822,860 883,730
Europe / UK 167,072 111,727
39,292,439 33,334,764
Major Product Lines:
Food Products 12,475,380 9,865,608
Kitchen Products 17,394,613 15,666,820
Cash and Carry 9,422,446 7,802,336
39,292,439 33,334,764
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26.

COST OF SALES

Raw material consumed

Packing material consumed
Stores and spares consumed
Brine and cutting charges
Salaries, wages and other benefits
Contribution to provident fund
Depreciation

Amortisation

Ujrah payments

Fuel and power

Insurance

Laboratory, research and development
Postage and communications
Printing and stationery

Rent, rates and taxes

Travelling

Repairs and maintenance
Security charges

Inventory destruction charges
Others

Opening work in process
Closing work in process

Cost of goods manufactured
Opening stock of finished goods
Closing stock of finished goods

5.2
7.2

| 2020 | 2019

(Rupees in thousand)

14,032,698 12,273,818
3,204,156 3,025,852
234,922 242,001
49,963 39,829
1,178,551 1,098,637
22,127 17,949
374,442 305,912
6 -

31,629 24,944
397,860 344,333
20,456 20,391
9,076 12,296
7,451 5,276
611 870
195,952 186,017
152,993 154,423
76,537 71,714
29,248 23,090
39,634 23,303
21,544 25,403
20,079,856 17,896,058
1,640,477 1,368,021

(1,344,413) (1,640,477)
20,375,920 17,623,602
990,346 636,220

(1,020,421) (990,346)
20,345,845 17,269,476
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27.

28.

28.1

DISTRIBUTION COSTS

Salaries, wages and other benefits
Advertising and sales promotion
Outward freight and handling charges
Contribution to provident fund
Depreciation

Amortisation

Ujrah payments

Fuel and power

Forwarding charges

Insurance

Laboratory, research and development
Legal and professional charges
Postage and communications
Printing and stationery

Rent, rates and taxes

Travelling

Repairs and maintenance

Security charges

Depreciation of right-of-use assets
Others

ADMINISTRATIVE EXPENSES

Salaries, wages and other benefits
Contribution to provident fund
Depreciation

Amortisation

Ujrah payments

Fuel and power

Insurance

Legal and professional charges
Postage and communications
Printing and stationery

Rent, rates and taxes

Travelling

Repairs and maintenance

Security charges

Others

Laboratory, Research & Development
Advertising and sales promotion

Salaries, wages and other benefits include Rs. 16.72 million (2019: Rs. 9.36 million) in respect of charge for

retirement benefit plans.

5.2
7.2

6.1

28.1

5.2
7.2

| 2020 | 2019

(Rupees in thousand)

1,386,960 1,286,899
1,144,974 915,434
860,274 709,108
25,915 20,987
109,596 99,511
13,157 11,859
56,292 37,187
5,786 4,293
62,129 96,934
42,691 28,075
920 868
96,666 79,380
11,810 1,202
39,586 32,658
226,399 334,794
211,432 185,361
56,523 58,713
= 3
181,428 -
22,614 17,646
4,554,322 3,920,912
485,116 408,550
16,372 14,311
91,457 85,812
43,290 47,213
33,124 27,501
94,268 30,781
9,437 11,639
104,351 70,031
5,145 29,668
2,180 5,520
44,711 43,751
54,857 65,339
196,087 203,944
5,965 10,692
48,856 83,345
60 -
6,207 2,677
1,241,483 1,140,774




Notes to the Consolidated Financial Statements Notes to the Consolidated Financial Statements

FOR THE YEAR ENDED JUNE 30, 2020 FOR THE YEAR ENDED JUNE 30, 2020

2020 | 2019

(Rupees in thousand)

20. OTHER EXPENSES 31.  FINANCE COSTS | 2020 | 2019

(Rupees in thousand)

Workers' Profits Participation Fund 73,343 64,887
Workers' Welfare Fund 32,221 22,317 Mark-up on: o
Auditors' remuneration 291 19,499 9,046 - Short—term running f_|r.1ances 31.1 133,553 69,002
Donations 29.2 13,703 18,087 - Export refinance facility 11,511 9,521
Compensation package dividend - 15,875 - Short-term loans 31.2 3,341 19,269
- Long-term loans 31.3 74,746 60,138
138,766 131,112 Bank charges and other costs 119,537 125,576
29.1 Auditors' remuneration 342,688 283,506
Audit fee 17,710 8,334
Limited review, special reports and other certifications 1,478 1,332 ] o ) ]
Out of pocket expenses 311 280 31.1 This represents markup on running finance balance obtained from commercial banks.
19,499 9,946

31.2 This represents markup on short term loans obtained from Islamic banks.

29.2 Donations to following Organizations and Trusts exceed 10%
of the Goup's total amount of donation or Rs. 1 million,
whichever is higher:

31.3 This represents markup on long term loan obtained from commercial banks.

The Citizens Foundation 2,800 10,400

Donations did not include any amount paid to any person or organization or institution in which a Director or his 2019
/ her spouse had any interest. 32 . TAXATION - net m_
(Rupees in thousand)

| 2020 | 2019 Current
2019 - for the year 32.1 578,835 321,682

(Rupees in thousand) - prior year - (92,800)
30 OTHER INCOME Deferred 78,790 123,499
657,625 352,381
Exchange gain 30.1 154,793 198,568
Return on savings account and term deposits - conventional 9,179 520
Profit on disposal of property, plant and equipment 19,598 32,324 32.1 Income tax assessment of the Parent Company has been deemed to be finalised upto and including tax year
Export rebate 479 6,171 2019 on the basis of tax return filed under section 120 of Income Tax Ordinance 2001. However, the return may
Rental income 5,360 8,687 be selected for detailed audit within five years from the date of filing of return and the Income Tax Commissioner
Amortisation of government grant 343 - may amend the assessment if any objection is raised in audit.
Others 60,833 2,011
250,586 248,281

30.1 Income earned from exchange gain is actual currency and not from derivative financial instrument.
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2019

(Rupees in thousand)
32.2 Relationship between income tax expense and accounting profit

Profit before taxation 2,308,152 1,722,896
Tax at applicable rate of 29% (2019: 29%) 669,364 499,640
Tax effect of permanent differences 82,533 445
Tax effect of final tax regime (19,207) (12,233)
Effect of tax in foreign jurisdictions (37,141) (24,208)
Effect of prior year tax - (92,800)
Effect of change in tax rate - (3,900)
Effect of tax credits - (82,158)
Others (37,925) 17,595
657,625 352,381

2019

(Rupees in thousand)
33. EARNINGS PER SHARE - basic and diluted

33.1 Basic

Profit after taxation attributable to owners of the Parent Company 1,472,618 1,295,210

(Number of shares)
Weighted average number of ordinary shares

outstanding during the year 149,193,872 149,193,872

(Rupees)

Earnings per share 9.87 8.68

* weighted average number of ordinary shares outstanding during the comparative year has been adjusted
for issuance of bonus shares.

33.2 A diluted earnings per share has not been presented as the Group did not have any convertible instruments in
issue as at balance sheet date which would have any effect on the earnings per share if the option to convert is
exercised.
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2020 | 2019

34. CASH GENERATED FROM OPERATIONS (Rupees in thousand)
Profit before taxation 2,308,149 1,722,896
Adjustments for non-cash charges and other items
Depreciation 575,494 491,235
Amortisation 56,453 59,072
Depreciation of right-of-use assets 181,428 -
Profit on disposal of property, plant and equipment (6,625) (32,324)
Impairment loss on trade debts 32,478 33,402
Amortisation of government grant (343) -
Provision for slow moving stock (46,704) (52,964)
Finance costs 339,053 283,506
Retirement benefits expense 83,384 12,075

1,214,619 794,002
Profit before working capital changes 3,522,768 2,516,898

Working capital changes
(Increase) / decrease in current assets

Stores, spare parts and loose tools (52,559) (44,845)
Stock in trade (149,953) (1,199,665)
Trade debts (462,913) 39,555
Advances (32,246) 59,272
Trade deposits and prepayments (18,149) (21,615)
Sales tax refundable 133,789 (12,365)
Other receivables (6,190) 3,149
(588,221) (1,176,514)
Increase / (decrease) in current liabilities
Trade and other payables 702,342 860,035
Sales tax payable 11,586 -
Contract liability 13,971 146,650
727,899 1,006,685
3,662,446 2,347,069

35. CASH AND CASH EQUALIVENTS

Cash and bank balances 1,250,547 876,244
Short term borrowings (54,404) (1,101,632)
1,196,143 (225,388)
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36.

36.1

36.2

36.3

37.

REMUNERATION TO CHIEF EXECUTIVE OFFICER, DIRECTORS AND EXECUTIVES

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:
Executives

Chief Executive Officer Directors

| Chief Executive Officer _ Directors  Executives |
2020 | 2019 | 2020 | 2019 | 2020 | 2019 |

(Rupees in thousand)

Managerial
remuneration

and allowances 28,752 23,135 - - 674,934 653,498

Utilities 2,875 2,314 10 4 - 26,736

Bonus / variable pay 16,291 3,856 - - 33,800 71,907

Housing 12,938 10,411 - - 137,916 120,313

Retirement benefits 2,875 2,314 - - 152,101 24,264

Other expenses 2,139 1,267 4,195 5,194 33,256 120,397
65,870 43,297 4,205 5,198 1,032,007 1,017,115

Number of persons 1 1 2 2 171 194

In addition to the above, fee paid to 6 (2019: 6) non-executive directors for attending Board of Directors meetings
during the year amounted to Rs. 2.70 million (2019: Rs. 1.45 million).

The Chief Executive, two non-executive directors and certain executives of the Group are also provided with
Company maintained cars, residence and mobile telephones. The approximate value of this benefit is Rs. 54.88
million (2019: 49.89 million).

RELATED PARTY DISCLOSURES

Related parties comprise the Holding Company, entities with common directors, key management personnel,
staff retirement funds, directors, major shareholders and key management personnel. The Group continues to
have a policy whereby transactions with related parties are entered into at commercial terms, approved policy
and at rates agreed under a contract/arrangement/agreement.

Key management personnel are those persons having authority and responsibility for planning, directing and
controlling the activities of the Group. The Group considers its Chief Executive Officer, Chief Financial Officer,
Company Secretary, Non-Executive Directors and departmental heads to be its key management personnel. There
are no transactions with key management personnel other than their terms of employment / entitlement.
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37.1

Transaction with related parties other than those disclosed else where in the notes are disclosed below:

2020 | 2019

Relationship with the Nature of transaction

(Rupees in thousand)

Group

Parent Company Rental income 5,360 8,687
Dividend paid 165,982 128,841
Bonus Shares issued (No. of shares) 8,299,094 6,871,545

Associates Purchases of good or services - 2,016
Advance given - 305
Dividend paid 100,692 78,665
Annual subscription 2,000 -

No of Shares

Bonus Shares issued 5,034,619 4,195,466

Staff retirement funds Expense charged for the year 64,414 53,247
Payments to retirement contribution plan 26,693 80,983
Contribution to defined benefit plans - 42,366

Key management personnel compensation:

Salaries and other short-term employee benefits 588,087 653,498

Contribution to Provident Fund 31,858 25,306

Retirement benefits 16,717 9,361

Eligible dividend 35,410 15,875

Repayment of shareholder loan - 13,448

The following are the related parties with whom the Group had entered into transaction or have arrangement /
agreement in place:

Name of the Related Party Basis of association Aggregate % of

Shareholding

ATC Holdings (Private) Limited Holding Company* 33.5%
Pakistan Business Council Common directorship N/A
Naimat Collateral Company Common directorship 10%

*It is the ultimate parent company based on control model as provided under IFRS 10.
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| 2020 | 2019

(Metric tons)

38. PLANT CAPACITY AND PRODUCTION

Actual production of plants 100,414 94,743

38.1 The capacity and production of the Parent Company plants are indeterminable as these are multi-product and
involve varying processes of manufacture.

2020 | 2019

39. NUMBER OF EMPLOYEES
The detail of number of employees are as follows:

Total employees of the Parent Company at the year end 722 753
Average employees of the Parent Company during the year 738 744

40. FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES
40.1 Financial risk factors

The Board of Directors of the Group has overall responsibility for the establishment and oversight of the Group's risk
management framework. The Group'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 Group's overall risk management programme
focuses on having cost effective funding as well as managing financial risk to minimise earnings volatility and provide
maximum return to shareholders.

Financial Assets

Trade debts

Advances to employees
Trade deposits

Other receivables

Cash and bank balances
30 June 2020

30 June 2019

Financial liabilities

Long term finance

Lease liabilities

Trade and other payables
Accrued interest / mark up
Short term borrowings

30 June 2020

30 June 2019

On balance sheet gap
30 June 2020
30 June 2019

Off balance sheet items
Letters of credit

30 June 2020

30 June 2019

Letters of guarantees
30 June 2020
30 June 2019

40.2 Financial assets and liabilities by category and their respective maturities
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Interest / Mark up bearing Non-interest / Non-mark up bearing

Maturity | Maturity Maturity | Maturity
up to one | after one | Sub-total | up to one | after one | Sub-total | Total
year year year year
(Rupees in thousand)

- - - 1,383,679 - 1,383,679 | 1,383,679
- - - 15,207 - 15,207 15,207
- - - 9,000 47,650 56,650 56,650
- - - 35,862 - 35,862 35,862
- - - 1,250,547 - 1,250,547 | 1,250,547
- - - 2,694,295 47,650 2,741,945 | 2,741,945
- - - 2,028,230 40,846 2,069,076 | 2,069,076
466,216 1,193,961 1,660,177 - - - 1,660,177
149,059 628,958 778,017 - - - 778,017
- - - 4,081,150 - 4,081,150 | 4,081,150
- - - 15,925 - 15,925 15,925
554,404 - 554,404 - - - 554,404
1,169,679 1,822,919 2,992,598 4,097,075 - 4,097,075 | 7,089,673
2,227,111 966,761 3,193,872 3,731,247 - 3,731,247 | 6,925,119
(1,169,679) (1,822,919) (2,992,598) (1,402,780) 47,650 | (1,355,130) | (4,347,728)
(2,227.111) (966,761) | (3,193,872) |  (1,703,017) 40,846 | (1,662,171)| (4,856,043)
49,604
450,000
95,113
36,740

All the financial instruments of the Group 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 consolidated financial statements.
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40.2.1 Credit risk

Credit risk represents the financial loss that would be recognised at the reporting date if counterparties failed to perform
as contracted. Financial assets exposed to the credit as at 30 June 2020 risk amounted to Rs. 2.74 billion (2019: Rs.
2.07 billion).

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.
The Group's maximum exposure to credit risk as at the reporting date is as follows:
2020 [ 2019
(Rupees in thousand)

Financial assets:

Long-term deposits 47,650 40,846
Trade debts 1,383,679 1,091,974
Advances to employees 15,207 1,011
Trade deposits 9,000 38,835
Other receivables 35,862 20,166
Cash and bank balances 1,250,547 876,244

2,741,945 2,069,076

The maximum exposure to credit risk for trade receivables at the reporting date by geographic region was:

| 2020 | 2019

(Rupees in thousand)

Domestic 877,924 62,488
UAE 5,323 86,715
Canada 185,750 494,499
Other region 314,682 -
1,383,679 643,702

The cash and bank balances represent low credit risk as major balances are placed with banks having credit ratings of
A1+ or above as assigned by PACRA or JCR-VIS and other reputed credit agencies.

The other financial assets are neither material to the consolidated financial statements nor exposed to any significant
credit risk. The management does not expect any losses from non-performance by these counterparties.

Trade debts are shown net of allowance for impairment for expected credit loss. The Group applies the IFRS 9 simplified
approach to measuring expected credit losses which uses a lifetime expected loss allowance for all trade receivables.
To measure the expected credit losses, trade receivables have been grouped based on shared credit risk characteristics
and the days past due. The historical loss rates are adjusted to reflect current and forward-looking information on
macroeconomic factors affecting the ability of the customers to settle the receivables.

The following table provides information about the exposure to credit risk for trade receivables from individual customers
as at June 30, 2020:

Gross Carrying | Expected Credit Net Carrying
Amount Loss Amount

(Rupees in thousand)

June 30. 2020

Current (not past due) 454,000 2,573 451,427
1-30 days past due 691,829 4,080 687,749
31-60 days past due 139,256 3,626 135,630
61-90 days past due 43,282 492 42,790
90-180 days past due 119,278 57,692 61,586
More than 180 days past due 20,497 16,000 4,497

1,468,142 84,463 1,383,679
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Gross Carrying | Expected Credit Net Carrying
Amount Loss Amount

(Rupees in thousand)

30 June 2019

Current (not past due) 708,705 21,301 687,404
1-30 days past due 271,500 8,358 263,142
31-60 days past due 55,256 1,759 53,497
61-90 days past due 54,462 1,801 52,661
90-180 days past due 43,466 15,383 28,083
More than 180 days past due 44,776 37,590 7,187

1,178,165 86,192 1,091,974

Loss rates are based on historical credit loss experience and are adjusted to reflect differences between economic
conditions during the period over which the historical datahas been collected, current conditions and the Group’s view
of economic conditions over the expected lives of the receivables.

The cash and bank balances represent low credit risk as major balances are placed with banks having credit ratings of
A1+ or above as assigned by PACRA or JCR-VIS.

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.

Concentration of credit risk

Concentrations arise when a number of counterparties are engaged in similar business activities, or activities in the
same geographical region, or have economic features that would cause their ability to meet contractual obligations to
be similarly affected by changes in economic, political or other conditions. Concentrations indicate the relative sensitivity
of the Group’s performance to developments affecting a particular industry. In order to avoid excessive concentrations
of risk, management focus on the maintenance of a diversified portfolio. Identified concentrations of credit risks are
controlled and managed accordingly. Management does not consider that it has any concentration of credit risk at
reporting date.

40.2.2 Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with its financial
liabilities that are settled by delivering cash or another financial asset. Liquidity risk reflects the Group's inability in raising
funds to meet commitments. The Group manages liquidity risk by maintaining sufficient cash and bank balances and
the availability of financing through banking arrangements. Management monitors rolling forecasts of the Group’s liquidity
reserve which comprises of undrawn borrowing facility and cash and cash equivalents on the basis of expected cash
flows. The maturity of the Group's financial liabilities are provided in these consolidated financial statements.

40.2.3 Market risks

Market risk is the risk that changes in market prices — such as foreign exchange rates, interest rates and equity prices
— will affect the Group’s income or the value of its holdings of financial instruments.

Foreign exchange risk

Foreign exchange risk arises mainly where receivables and payables exist in foreign currency. As at 30 June 2020 net
financial assets / (liabilities) of Rs. (427.78) million (2019: Rs. (502.14) million) were denominated in foreign currency
which were exposed to foreign currency risk.

As at 30 June 2020 if the Pak Rupee had weakened / strengthened by 4% (2019: 4%) against US Dollar with all other
variables held constant, profit before tax for the year would have been higher / lower by Rs. 17.11 million (2019: Rs.
20.09 million), mainly as a result of foreign exchange losses / gains on translation of US Dollar denominated
trade debts.
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The sensitivity of foreign exchange rate looks at the outstanding foreign exchange balances of the Group 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 percentage per annum.

40.2.5 Capital risk management
The Group's objectives when managing capital are to safeguard the Group'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 2020, the Group's strategy was to maintain leveraged gearing. The gearing ratio

as at 30 June 2020 was as follows:
| 2020 | 2019

(Rupees in thousand)

Interest rate risk

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

Total borrowings 3,027,671 3,193,873
At 30 June 2020 the Group had variable interest bearing financial liabilities of Rs. 1,232 .51 million (2019: Rs. 3,193.87 Cash and bank balances (1,250,547) (876,244)
million), had the interest rates varied by 100 basis points (2019: 100 basis points) with all the other variables held constant, Net debt 1,777,124 2,317,629
profit before tax for the year would have been lower / higher by approximately Rs. 12.33 million (2019: Rs. 31.94 million), Total Equity 6,063,520 5,029,962
mainly as a result of higher / lower interest expense on floating rate borrowings. Total capital 7,840,645 7,347,591
The sensitivity of 100 basis points (2019:100 basis points) movement in interest rates has been used as historically (five Gearing ratio 239%, 32%

years) floating interest rates have moved by an average of 100 basis points (2019: 100 basis points) per annum.

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

202 | 403 Fair values of financial assets and liabilities

40.24 Reconciliation of movements of liabilities to cash flows arising from financing activities

Short term Long term borrowings

Other short term

borrowings used for| o in e including - dapuding loan Retained Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
L ;:;:zg:me"t related accrued Lease liabilies fincluding related earnings Total market participants at the measurement date. Management considers fair value of financial assets approximate its fair
markup a(?:fr:: :ortla:glﬂl value owing to their short term maturities and credit quality of counter parties.
(Rupees in thousand) 41.  OPERATING SEGMENT
Balance as at 1 July 2019 1,122,032 802,696 - 1,301,977 3,993,506 7,220,211 ] ) ) ] o
Recognition of lease obligation initial The Group has the two operating segments namely core business and retail (cgsh and carry). The core t?usmess providing
application of IFRS 16 : ; 897.586 : : 897.586 wide range of food products to consumers. The retail (cash and carry) offer different products / supplies to restaurants,
) 3 . . . .
Balance as at 1 July 2019- Adjusted 1,122,032 802,696 807,586 | 1,301,077 | 3093506 | 8,117,797 retailers and industrial customers based in Canada.
Changes from financing cash flows The Group’s chief executive officer reviews the internal management reports of each segment separately.
Repayment of loan o 3 - (228,834) - (228,834) 41.1 Segment revenue and results
Proceeds from long term loan - - - 651,492 - 651,492 Core Seament
Payments and repayments : (300,000) |  (150,693) : : (450,693) Food & Food gl s Total
Amortisation of Government grant - - - (343) - (343) related products (cash and carry)
New lease obligations - - 26,231 = = 26,231 (Rupees in thousand)
Dividend paid - - - - (621,641) (621,641)
Total changes from financing activities - (300,000) (124,462) 422,315 (621,641) (623,788) For the year ended 30 June 2020
Sales 19,505,019 9,208,129 28,713,148
. Cost of sales
Other changes - interest cost
(excluding depreciation and amortization) (12,776,570) (7,194,833) (19,971,403)
Interest expense 47,204 14,852 45,586 161,095 - 268,737 Depreciation and amortization (281,656) (92,785) (374,441)
Interest paid (42,322) (14,329) (45,586) (163,158) - (265,395) Gross profit 6,446,792 1,920,511 8,367,304
Reclassification to lease obligation - - - (47,826) - (47,826) Distribution expenses (3,525,055) (1,029,265) (4,554,320)
Changes in running finance (1,067,143) - - - - (1,067,143) Impairment loss on trade debts (32,478 = (32,478)
Exchange difference _ . 4,894 28,187 _ 33,081 Administrative expenses (1,092,307) (149,176) (1,241,483)
Total loan related other changes (1,062,261) 523 4,304 (21,702) - | (1,078546) gt“hae”rc:x‘;‘;ies ggg";gg; (138,288) {?gg'g’gg}
Other income 222,080 28,506 250,586
Total equity related other changes - - - - 1,471,757 1,471,757
Balance as at 30 June 2020 59,771 503,219 778,018 1,702,590 4,843,622 7,887,220
Profit before taxation 1,675,866 632,288 2,308,154
Taxation (483,718) (173,907) (657,625)
Profit after taxation 1,192,148 458,381 1,650,529
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Core Segment - Retail -

Food & Food
related products | (63Sh and carry)

(Rupees in thousand)

For the year ended 30 June 2019

Sales 16,825,419 7,428,378 24,253,797
Cost of sales

(excluding depreciation and amortization) (10,978,716) (5,984,848) (16,963,564)
Depreciation and amortization (805,912) - (305,912)
Gross profit 5,540,791 1,443,530 6,984,321
Selling and distribution expenses (2,976,814) (944,098) (8,920,912)
Impairment loss on trade debts (22,745) (10,657) (33,402)
Administrative expenses (1,019,091) (121,683) (1,140,774)
Finance Cost (201,187) (82,319) (283,506)
Other operating charges (115,237) (15,875) (131,112)
Other income 248,281 - 248,281
Profit before taxation 1,453,998 268,898 1,722,896
Taxation (271,746) (80,635) (352,381)
Profit after taxation 1,182,252 188,263 1,370,515

Core Segment - Retail -

Food & Food
related products (cash and carry)

(Rupees in thousand)

41.2 Segment assets and liabilities

As at 30 June 2020

Segment assets 12,198,605 2,977,160 15,175,764
Segment liabilities 7,156,973 1,955,273 9,112,244
As at 30 June 2019

Segment assets 11,495,635 1,787,812 13,283,447
Segment liabilities 7,020,112 1,233,373 8,253,486

41.3 Segment assets reported above comprise of property, plant and equipment, stock in trade and trade debts.
41.4 Information about major customers
The Group's customer base is diverse with no single customer accounting for more than 10% of net sales. Sales

to domestic customers in Pakistan are 67.97% (2019: 71.7%) and to customer outside Pakistan are 32.03%
(2019: 28.3%) of the revenue.
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41.5 Geographical Location

The Group's gross revenue from external customers by geographical location is detailed below:

2020 [ 2019

(Rupees in thousand)

Domestic sales 27,572,751 23,915,210
Export sales 11,719,688 9,419,554
39,292,439 33,334,764

41.5.1 Region wise export sales are as under:

USA / Canada 10,725,498 8,431,079
Africa 4,259 2,878
Middle East Asia 822,860 873,870
Europe / UK 167,072 111,727

11,719,688 9,419,554

41.6 Management considers that revenue from its ordinary activities are shariah compliant.

41.7 Non-current assets of the Group are located in Pakistan except non-current assets amounting to Rs. 1,866.436 million
(2019: 1,160.129 million) are located outside Pakistan.

42. CORRESPONDING FIGURES

Corresponding figures have been reclassified during the year for better and more appropriate presentation as below:

2019
Reclassified from Reclassified to (Rupees in thousand)
Contract Liability Trade and other payables Contract Liability 205,950

43. EVENT OCCURRING AFTER BALANCE SHEET DATE

The Board of Directors of the Company in their meeting held on September 07, 2020 has proposed a final dividend of
Rs. 5 per share amounting to Rs. 746 million and bonus issue of 1 share for each 4 shares held amounting to book value
of Rs. 186 million for the year ended 30 June 2020. The approval of the shareholders of the Company for the dividend
and bonus issue shall be obtained at the upcoming Annual General Meeting for the year ended 30 June 2020. The
financial statements for the year ended 30 June 2020, do not include the effect of the proposed final cash dividend and
bonus issue which will be accounted for in the year ending 30 June 2021.

44. DATE OF AUTHORISATION

These financial statements were authorised for issue by the Board of Directors of the Parent Company on
September 07, 2020

WL 2 Zuis Mgt

Chief Executive Officer Chi!af Financial Officer Director




Notice of Annual General Meeting

Notice is hereby given that the 49th Annual General Meeting of National Foods Limited will be held on Wednesday,
October 21, 2020 at 4pm through Microsoft Teams application/video-link facility to transact the following business:

Ordinary Business:

1.

To confirm the minutes of the Minutes of Annual General Meeting held on October 18, 2019.

To receive, consider and adopt the Audited Financial Statements of the Company for the year ended June 30,
2020 together with the Directors’ and Auditors’ Reports thereon, together with Audited consolidated financial
statements of the Company and the Auditors’ reports thereon for the year ended June 30, 2020.

To approve and declare the dividend on the Ordinary Shares of the Company. The Directors have recommended
final dividend of 100% (Rs. 5 per Ordinary Share of Rs. 5/- each), for the year ended June 30, 2020.

To appoint External Auditors of the Company for the ensuing year, and to fix their remuneration. The Board of
Directors, on the recommendation of Audit Committee of the Company, has proposed re-appointment of M/s
KPMG Taseer Hadi & Co. Chartered Accountants as external auditors, for the year ending June 30, 2021.

Special Business:

5.

a)

To consider and, if thought fit, to pass with or without modification(s), the resolutions appearing below as
ordinary resolutions for the capitalization of free reserves to issue bonus shares as recommended by the
Directors.

“RESOLVED THAT a sum of Rs. 186,492,340 be capitalized out of the free reserves of the Company and applied
towards issue of 37,298,468 ordinary shares of Rs. 5 each, as 25% fully paid bonus shares i.e. in the proportion
of one (01) ordinary share for every four (04) ordinary shares held by the members of the Company whose names
appear in the Members’ Register as at the close of the business on October 12, 2020”.

“FURTHER RESOLVED THAT the bonus shares shall rank pari passu in all respects with the existing shares of
the Company as regards the future entitlements, however, these shares shall not be eligible for any final dividend
declared by the Company for the year ended June 30, 2020”.

“FURTHER RESOLVED THAT members fractional entitlement, as a result of their entitlement to a fraction of a
bonus share due to their respective shareholdings shall be deposited into a charity account to be proposed and
approved by the Shareholders in the Annual General Meeting on October 21, 2020”.

“FURTHER RESOLVED THAT the Chief Executive and Company Secretary be and are hereby jointly and/or
severally authorized to give effect to these resolutions and to do and cause to be done all acts, deeds and things
that may be necessary or required for issue, allotment and distribution of the said bonus shares and the deposit
of sale proceeds of the fractions into aforementioned account”.

To consider, and if thought fit, to pass the following resolutions as ordinary resolutions, (a) to ratify and
approve the transactions carried out with related parties during the financial year ended June 30, 2019 and
(b) & (c) to authorize the Board of Directors to approve all related party transactions carried out and to be
carried out during the year ending June 30, 2020.

“RESOLVED THAT the transactions carried out by the company with the following related parties for the financial
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b)

c)

year ended June 30, 2020 be and are hereby ratified and approved.”

i) National Foods DMCC;
ii)ATC Holdings (Private) Limited;

RESOLVED FURTHER THAT the Board of Directors of the Company be and is hereby authorized to approve all
transactions carried out and to be carried out with the above named related parties, on case to case basis, for the
financial year ending June 30, 2021 and till next Annual General Meeting of the Company.

RESOLVED FURTHER THAT the approval of transactions by the Board, as aforesaid, shall be deemed to have
been approved by the shareholders and the transactions for the year ending June 30, 2021 shall be placed before
the shareholders in the next Annual General Meeting for their formal ratification/approval.

To consider and, if thought fit, to pass with or without modification(s), the resolution appearing below as
ordinary resolution for seeking approval of shareholders for the appointment of Mr. Zahid Majeed as Executive
Director of the Company and holding the office of profit in terms of Section 171 (1) (c) (i) of the Companies
Act, 2017.

“RESOLVED THAT pursuant to the provisions of Section 171 (1) (c) (i) of the Companies Act, 2017, consent of
Members be and is hereby accorded to the appointment of Mr. Zahid Majeed holding office or place of profit under
the Company, as Executive Director of the Company at a remuneration, other entitlements and terms and conditions
as may be determined by the directors and altered from time to time, as per the Company’s policies.

To transact any other business with the permission of the Chair.

Statements under Section 134(3) of the Companies Act, 2017 in respect of special business contained in
Agenda Item Number 5, 6 and 7 is annexed to the notice being sent to the members.

By Order of the Board

Karachi Fazal ur Rehman Hajano

Date: September 29, 2020

Company Secretary
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Notes:

1.  VIDEO-LINK ARRANGMENT FOR ONLINE PARTICIPATION IN THE 49th ANNUAL GENERAL MEETING OF
THE COMPANY DUE TO COVID-19

In the light of SECP’s directives issued vide Circular 05 dated March 17, 2020 read with Circular 25 dated August
31, 2020, and considering the well-being of our valued members the company is holding its 49th Annual General
Meeting through Microsoft Teams application / video-conferencing facility.

Members and their proxies shall be entitled to attend and participate in the AGM through online and encouraged
to consolidate their attendance and voting at the AGM through proxies.

Members and their proxies are required to register their particulars (Name, Folio number/CDC Account No, Number
of shares held, CNIC/Passport Number, Cell Number and Email ID), by sending an email at AGM@nfoods.com
with subject ‘Registration for NFL AGM 2020’.

The video link will be shared with the Members whose emails, containing all the required particulars as mentioned,
are received at the given email address before the close of business hours i.e. 05:00 p.m. on October 13, 2020.

To facilitate the members in Karachi, the Company has also made arrangement of a video-link/video-conferencing
facility at Luxury Hotel, Karachi. Any member who may have difficulty in online participation from their personal
locations, shall be able to participate in the meeting from Beach Luxury Hotel, Karachi.

For any queries, the Members may please contact through email on AGM@nfoods.com or contact Mr. Saleem
Sultani on 021-36490029 (Ext. 5272).

2. NOTICE OF BOOK CLOSURE

The share transfer books of the Company will remain closed from October 13, 2020 to October 21, 2020 (both
days inclusive). Transfers received, in order, at the office of our Share Registrar M/s. CDC Share Registrar Services
Limited, CDC House-99B, Block ‘B’, S.M.C.H.S., main Shahrah—e-Faisal, Karachi-74000, by the close of business
on October 12, 2020, will be considered in time for the determination of the entitlement of the shareholders to final
cash dividend, bonus shares and to attend and vote at the meeting.

3. Appointment of Proxy

(@) A member entitled to attend, speak and vote at the Annual General Meeting is entitled to appoint another
member at his/his proxy to attend, speak and vote for his/her behalf. A proxy must be a member of the Company.
A proxy shall also have the right to demand and join in demanding a poll and vote on a poll.

(b) The instrument appointing proxy, together with the power of attorney or other authority under which it is signed,
as the case may be, or a notarial certified copy of the power or authority, must be deposited at the Registered
Office of the Company situated at 12/CL-6, Claremont Road, Civil Lines, Karachi-75530, at least 48 hours
before the time of the meeting. Form of Proxy is enclosed. Attested copies of valid CNIC or the passport of the
member and the Proxy shall be furnished with the Proxy Form.

(c) Owners of the physical shares and of the shares registered in the name of Central Depository Company of
Pakistan Limited (CDC) and/or their proxies are required to produce their original valid Computerized National
Identity Card (CNIC) or Passport, for identification purposes, at the time of attending the meeting.
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4. Submission of Copies of Valid CNICs

Members, who have not yet submitted attested photocopy of their valid CNIC along with folio number, are requested
to send the same, at the earliest, directly to the Company’s Share Registrar.

5. Changes in Members Addresses

Members are requested to notify any change in their addresses immediately to the Company’s Share Registrar.

6. E-Dividend

The provisions of Section 242 of the Companies Act, 2017 require the listed companies that any dividend payable
in cash shall only be paid through electronic mode directly into the bank account designated by the entitled
shareholders. Accordingly, the shareholders holding physical shares are requested to provide the Company’s Share
Registrar, at the address given herein above, electronic dividend mandate on E-Dividend Form provided in the
annual report and also available on website of the Company. In the case of shares held in CDC, the same information
should be provided to the CDS participants for updating and forwarding to the Company.

7. Deduction of Income Tax under Section 150 of the Income Tax Ordinance, 2001

Pursuant to the Finance Act, 2020, effective July 01, 2020, the rate of deduction of income tax under Section 150
of the Income Tax Ordinance, 2001, from payment of dividend to a NON-FILER of income tax return is prescribed
as 30% and for FILER of Tax Returns as 15%. List of Filers is available at Federal Board of Revenue’s (FBR) website:
http://www.fbr.gov.pk. Members are therefore advised to update their tax FILER status latest by October 12, 2020.

Further, according to clarification received from Federal Board of Revenue (FBR), with-holding tax will be determined
separately on ‘Filer/Non-Filer’ status of Principal shareholder as well as joint-holder(s) based on their shareholding
proportions, in case of joint accounts.

In this regard all shareholders who hold shares jointly are requested to provide shareholding proportions of Principal
shareholder and Joint-holder(s) in respect of shares held by them to our Share Registrar, in writing as follows:

Principal Shareholders Joint Holder(s)
F(;\I}g/ Sgc nu;f:': of Shareholding Shareholding
. shares Name and Proportion Name and Proportion
CNIC No. (No. of Shares) CNIC No. (No. of Shares)
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10.

The required information must reach our Share Registrar by the close of business (5:00 p.m.) on October 12, 2020;
otherwise it will be assumed that the shares are equally held by Principal shareholder and Joint Holder(s).

The corporate shareholders having CDC accounts are required to have their National Tax Number (NTN) updated
with their respective participants, whereas corporate physical shareholders should send a copy of their NTN
certificate to the company or Share Registrar. The shareholders while sending NTN or NTN certificates, as the case
may be, must quote company name and their respective folio numbers.

The information received within the above specified time would enable the Company to deduct income tax at the
applicable rates from the payment of dividend if announced by the Company on October 21, 2020.

Members seeking exemption from deduction of income tax or deduction at a reduced rate under the relevant
provisions of the Income Tax Ordinance, 2001, are requested to submit a valid tax certificate or necessary
documentary evidence, as the case may be, latest by October 12, 2020.

For any query/problem/information, the investors may contact the company and/or the Share Registrar at the
following phone Numbers, email addresses:

Company: Corporate.Secretary@nfoods.com
Share Registrar: info@cdcsrsl.com

Unclaimed Dividend/Shares

Shareholders, who by any reason, could not claim their dividend/shares, if any, are advised to contact our Share
Registrar M/s. CDC Share Registrar Services Limited, CDC House-99B, Block ‘B’, S.M.C.H.S., main Shahrah—e-Faisal,
Karachi-74000, to collect / enquire about their unclaimed dividend/shares, if any.

Postal Ballot/E-Voting

In accordance with the Companies (Postal Ballot) Regulations, 2018, for the purpose of election of directors and
for any other agenda item subject to the requirements of section 143 and 144 of the Companies Act, 2017, members
will be allowed to exercise their right of vote through postal ballot i.e. by post or e-voting, in the manner and subject
to conditions contained in aforesaid regulations.

Video-Conferencing Facility in Other Cities

If the members holding ten percent of the total paid up capital or such other percentage of the paid up capital as
may be specified by the Commission, are resident in any other city, the company shall provide the facility of
video-conferencing to such members for attending annual general meeting of the company, if so required by such
members in writing to the company at least seven days (7) before the date of the meeting. The Company will
intimate members regarding venue of conference facility at least 5 days before the date of general meeting along
with complete information necessary to enable them to access such facility.
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Consent for Video-Conferencing Facility
I/We, of being a member of National Foods Limited holder of Ordinary Share(s) as per Register Folio No.

adjourned meeting through video-conferencing facility at

hereby opt for participation in the Annual General Meeting to be held on October 21, 2020 or any
(Please insert name of the City)

Signature of member

11.

12,

13.

Protective Measures and SOPs to be followed for attending meeting

Members or their proxies attending meeting from Beach Luxury Hotel, Karachi or video conferencing facility, if
provided in any other cities, are requested to abide protective measures and SOPs advised by the Government to
avoid Covid-19.

Availability of Financial Statements and Reports on the Website:

The Annual Report of the Company for the year ended June 30, 2020 has been placed on the Company’s website
at the given link: http://nfoods.com/contents/our-company/financials/

Electronic Transmission of Financial Statements and Notice of Meeting
Members who desire to receive annual financial statements and notice of meeting for the financial year ending

June 30, 2021 or onward through e-mail, instead of registered post/courier, may submit their consent on the FORM
available for the purpose on Company’s website.

Share Registrar

M/s. CDC Share Registrar Services Limited,
CDC House-99B, Block ‘B’, S.M.C.H.S.,
Main Shahrah—-e-Faisal, Karachi-74000.

Registered Office
National Foods Limited
12/CL-6, Claremont Road,
Civil Lines, Karachi.
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STATEMENT UNDER SECTION 134(3) OF THE COMPANIES ACT, 2017

This statement set out all the material facts concerning Special Business under Agenda Item No. 5, 6 and 7 be
transacted at the 49th Annual General Meeting.

AGENDA ITEM NO. 5
ISSUE OF BONUS SHARES BY CAPITALIATION OF FREE RESERVES

The Board of Directors in their meeting held on September 07, 2020, have recommended capitalization of a sum
of Rs. 186,492,340 out of free reserves of the Company for issue of 37,298,468 ordinary shares of Rs. 5 each, as
25% fully paid bonus shares. The directors are of the view that the Company’s financial position and its reserves
justify the capitalization of free reserves.

The Directors of the Company have not, direct or indirect interest in this special business, except to the extent of
their entitlements of bonus shares and their relatives who are also shareholders of the Company.

AGENDA ITEM NO. 6
ORDINARY RESOLUTIONS - TRANSACTIONS WITH RELATED PARTIES

(a) Ratification and approval of transactions with related parties carried out during the financial year ended
June 30, 2020

The company carries out transactions with its related parties on an arm’s length basis, as per the approved policy
with respect to ‘transactions with related parties’, in the normal course of business. All transactions entered into
with related parties require the approval of the Board Audit Committee of the Company, which is chaired by an
independent director of the Company. Upon the recommendation of the Board Audit Committee, such transactions
are placed before the Board of Directors for their approval. However, in terms of Regulation 150f the Listed
Companies (Code of Corporate Governance) Regulations, 2019 (the Code) approval of shareholders is required
for such transactions with related parties in which majority of directors of the company are interested. The Companies
Act, 2017 (the Act) also requires approval of shareholders on the maters where majority of directors are interested

In view of the above, following transactions carried out in normal course of business on an arms’ length basis with
related parties during the financial year ended June 30, 2020, are being placed before the shareholders for their
ratification and approval.

Name Relationship Nature of Transaction Amount in Rupees
National Foods Subsidiary Net sales 1,471,017,875
(AP-I;'gIaF:(e))IdLIinlgisted Parent Company Rent Expense 5,360,000

(b) and (c) Authorization for the Board of Directors to approve the related party transactions during the
financial year ending June 30, 2021 and till next Annual General Meeting

The Company is and shall be conducting transactions with its related parties during the financial year ending June
30, 2021 and subsequently, on arm’s length basis as per the approved policy with respect to ‘transactions with
related parties’ in the normal course of business.
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The related parties’ transactions in which majority of Directors are interested due to their common directorship
and/or shareholding, therefore necessitate approval of shareholders. Accordingly, approval of shareholders is being
sought to authorize the Board of Directors of the Company to approve all transactions carried out and to be carried
out with such related parties during the financial year ending June 30, 2021 and till next Annual General Meeting,
which transactions shall be deemed to be approved by the Shareholders.

The nature and scope of such related party transactions is explained above in the statement of Agenda Item No.
6(a). The related party transactions conducted during financial year ending June 30, 2021, shall then be placed
before the shareholders in the next AGM for their formal approval/ratification.

Disclosure of Interest of Directors Mr. Abdul Majeed, Mr. Abrar Hasan and Mr. Zahid Majeed are interested in the
agenda to the extent of their common directorships and/or their shareholding in respective related parties and Mrs.
Noreen Hasan due to interest of his spouse.

AGENDA ITEM NO. 7
ORDINARY RESOLUTION - HOLDING OFFICE OF PROFIT

The Board of Directors of the Company in their meeting held on September 7, 2020 approved appointment of Mr.
Zahid Majeed as Executive Director of the Company as “CEO NFDMCC -International Division — Exports” in terms
of Section 208 (1) (f) of the Companies Act, 2017 as per the recommendations of Human Resource & Remuneration
Committee and Audit Committee under the related party policy of the company. This appointment is subject to
approval by members of the Company in terms of Section 171 (1) (c) (i) of the Companies Act, 2017.

Accordingly, the Board of Directors proposed ordinary resolution pursuant to Section 171 (1) (c) (i) of the Companies
Act, 2017, to accord approval of the members in general meeting to the appointment of Mr. Zahid Majeed as
Executive Director of the Company for holding of office of profit under the Company.

Material facts and disclosures, required under Para B(3) and C (2) of the aforesaid SRO 423 of 2018, are
provided herein below:

i) Details of the office of profit proposed to be held Mr. Zahid Majeed’s appointment as Executive
by the director; Director of the Company as “CEO NFDMCC”
ii) Brief job description of the office to be held by a) To implement board’s strategy;

the director; b) Manage overall operations and resources;

c) Focal point of communication between
board of directors and the management;

iii) Remuneration of the director, including perks and 53.6 million per annum
benefits, pecuniary or otherwise;

iv) Benefits to the company and its members as a Expansion into international markets and to
result of such office of profit to be held by the increase exports;
director; and

v) Period of holding of such office. One (1) year commencing from October 21, 2020
vi) Nature and extent of interest, if any, therein of Mr. Zahid Majeed himself and Mr. Abdul Majeed
every director, whether directly or indirectly. being his father are interested in this matter.




Dividend Mandate

Date

Folio No.

Name of Shareholder
F/H Name

Address

Bank Account Details for Payment of Cash Dividend
(Mandatory Requirement as per the Companies Act, 2017)
Dear Shareholder,

This is to inform you that in accordance with the Section 242 of the Companies Act, 2017, any dividend payable
in cash shall only be paid through electronic mode directly into the bank account designated by the entitled
shareholder. Please note that giving bank mandate for dividend payments is mandatory and in order to comply
with this regulatory requirement and to avail the facility of direct credit of dividend amount in your bank account,
you are requested to please provide the following information:

Details of Shareholder

Name of shareholder

Folio / CDS Account No.

CNIC No.

Cell number of shareholder

Landline number of shareholder, if any

Details of Bank Account

Title of Bank Account

International Bank Account Number (IBAN) PK (24 digits)
“Mandatory” (Kindly provide your accurate IBAN number after consulting with your
respective bank branch since in case of any error or omission in given IBAN,
the company will not be held responsible in any manner for any loss or delay
in your cash dividend payment).

Bank’s name

Branch name and address

It is stated that the above-mentioned information is correct and in case of any change therein, | / we will immediately intimate
Participant / Share Registrar accordingly.

Signature of shareholder

You are requested to kindly send us photocopy of this letter immediately duly filled in and signed by you along
with legible photocopy of your valid CNIC at our address, CDC Share Registrar Services Limited, Head Office,
CDC House, 99-B, Block B, Main Shahrah-e-Faisal, Karachi. 74400, Pakistan.

Regards,
Share Registrar Department
CDC Share Registrar Services Limited

Share Registrar: National Foods Limited

Note: This letter is being computer generated and does not require any signature.

Dividend Mandate

Letter format for CDS Shareholders

Date

CDS Account No.
Name of Shareholder
F/H Name

Address

Bank Account Details for Payment of Cash Dividend
(Mandatory Requirement as per the Companies Act, 2017)

Dear Shareholder,

This is to inform you that in accordance with the Section 242 of the Companies Act, 2017, any dividend payable
in cash shall only be paid through electronic mode directly into the bank accounts of entitled shareholder as
designated by them. In pursuance of the direction given by Securities and Exchange Commission of Pakistan
(SECP), kindly immediately contact your relevant CDC Participant/CDC Investor Account Services Department
and provide them your bank mandate information including International Bank Account Number (IBAN) which is
now mandatory for all cash dividend payments.

In order to comply with regulatory requirement and to avail the facility of direct credit of dividend amount in your

bank account, you are requested to please provide requisite bank mandate information to your respective
Participant/CDC Investor Account Services Department immediately.

Regards,

Share Registrar Department
CDC Share Registrar Services Limited,
Share Registrar: National Foods Limited

Note: This letter is being computer generated and does not require any signature.




Glossary

ATL:

APLAC:

BTL:

CEO:

CSR:

DDS:

DMCC:

FSSC:

HACCP:

HMA:

HR:

ISO:

NFL:

PNAC:

PR:

RDP:

SAP:

SIP:

SKU:

SnOP:

TVC:

UNICEF:

Above the Line

Asian Pacific Laboratory Accreditation Cooperation
Below the Line

Chief Executive Officer

Corporate Social Responsibility

Door to Door Service

Dubai Multi Commodities Centre

Food Safety System Certification

Hazard Analysis and Critical Control Points
Halal Monitoring Authority

Human Resource

International Division

International Standard Organisation
National Foods Limited

Pakistan National Accredation Council
Purchase Requisition

Rural Development Programs

System, Applications and Products in data processing
Sales Incentive Plan

Stock Keeping Units

Sales and Operations Planning

Television Commercial

United Nations International Children's Emergency Fund
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Form of Proxy

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 failing him/her
Mr./Mrs./Miss of

(full address)

1.

(being member of the Company) as my/our Proxy to attend, act and vote for me/us and behalf at the 48th Annual General
Meeting of the Company to be held on October 18, 2019 and/or any adjournment thereof.

As witness my/our hands seal this day of 2019.

Signed by in the

Witness 2. Witness

Signature Signature

Name: Name:

Address: Address:

oneNol [ [ [ [ -] [[[[]][-[] ewewel | J[[[-[[]T[[[[]]
Important:

. ) . ) i t
1. This form of proxy, duly completed and signed, must be deposited at the office of the S|ggas\ %r/ef on

Company's Shares Registrar, not later than 48 hours before the meeting. Revenue Stamp

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

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 witnessed 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) along with proxy form.




