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National Foods Limited

National Foods Limited (NFL), founded in 1970, is
Pakistan’s Leading multi-category Food Company today with over
250 different products in 12 categories. NFL holds 1SO 9001, IS0 22000 and HACCP
certifications along with SAP business technology to drive
the Company’s strong commitment to quality and management

excellence.

NFl is an international brand sold in over 35
countries and it aims to be a Rs. 50 billon company under

its Vision 20/20 plan.

NFL is dedicated to improving the well-
being of society through continuous development of
innovative products and through a wide-ranging corporate social

responsibility program.
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First Quarterly ,

On behalf of the Board of Directors of National Foods Limited, 1 am pleased to present to you the un
audited financial staterents of the first quarter ended September 30, 2010 along with certain
performance indicators thereof. These financial statements are submitted in accordance with the
Section 245 of the Companies Ordinance, 1984,

SUMMARY

Summary of the results are presented below:

% fo Net sales
Jul 2010 to Jul 2009 to lul-Sep Variance
Sep 2010 Sep 2009 Growth 2010 2009 {+/-)
Top Line Growth
Corporate sales
Gross sales 2,011,968 1,558,015 29.14%
Net sales 1,483,181 1,148,358 28.16%
Local sales
Gross sales 1,872,953 1,469,455 27.46%
Net sales 1,344,166 1,059,798 26.83%
Export sales
Gross sales 139,015 82,560 56.97%
Net sales 139,015 88,560 56.97%
Gross Profit 424,464 353,611 20.04% 28.62%  30.79%
Bottom Line Gorwth
Operating profit 83,652 63,879 30.95% 5.64% 5.56% 0.08% '
Other Income 288 2,751 {89.53%) 0.02% 0.248% (0.22%),:
Pre-tax profit 45,389 43,419 4.54% 3.06% 3.78% {0.72%)
Net profit 27,848 29,419 [5.34%) 1.88% 2.56% (0.68%) :
Expense Control
Selling Expenses 84,361 72,006 17.16%  5.65% 6.27% [0.58%)
Cartage and Freight & Forwarding 64,311 42,707 50.59% 4.34% 3.72% 0.62%
Advertising and Sales Pramo 148,947 134,539 10.71% 10.04% 11.72% (1.68%}
Administrative Expenses A0,064 38,631 3.71%  2.70% 3.36% (0.66%)
Other operating Expenses 3,417 4,600  (25.72%) 0.23% 0.40% {0.17%):

Financial Expenses 38,263 20,460 87.01%  2.58% 1.78% 0.80%




TURNOVER ANALYSIS

Nationa! Foods achieved record revenue of Rs.2 Billion in the first quarter, whereby sales in alf food
categories surpassed last year's results by growing at an average rate of 27.5%. These sales have
been achieved at a time when the country has gone through a very tumultuous period of economy
and natural disaster in the shape of floods. As the floodwaters recede, it is still not clear in terms of
the extent of damage that has occurred specially to the agriculture sector. However, due to the
unbalanced supply of items, the markets are already witnessing key commodity items prices
spiralling upwards and out of control. Alternatively, export performance for the quarter has been
exceptional registering a growth of 57%. This growth has been driven by major investment in
time and effort by the Directors and needs to be sustained and scaled up by a proper export
organization capable of meeting the requirements of the international market for the
Company to gain its due share. The combined performance has generated a corporate growth
rate of 29% far the first quarter.

PROFITABILITY ANALYSIS

Gross margins as a percentage of net sales for the guarter are under pressure due to increase in
material prices both locally and internationally. Timely price adjustments and curtailment of
operational expenses have substantially offset extraordinary inflationary trend in all cost segments,
however, despite afl such efforts gross profit has reduced as a percentage of net sales to 28.62%.

All fixed expenses apart from financial cost have reduced due to consolidation of operations and
cost rationalization. Due to leng term buying of strategic ingredients and stocking, the company has
had to rely on short-term borrowings to hedge itself against the price inftation. This has resulted in a
higher financial cost. Freight on the other hand has also registered an increase due to logistical
operations heing affected by floods. Distribution in affected areas has proved to be a challenge due
to destruction of roads and non-availability of freight transport. Scarcity of logistical resources has
increased freight by 0.62%.

FUTURE OUTLOOK

The impact of floods is not fully known but the expected damage to the econemy and the
agriculturat sector is eminent. The rest of the year will pose to be a huge challenge for the company,
as unfavourable economy along with high inflation will have an impact on consumer spending which
will impact real growth. The company will have to rely on timely price increase to offset the material
price inflation atong with creation of innovative business models to tackle uncertainty and increasing
costs.

a. mgam

A, MAJEED
CHAIRMAN




Balance Sheet

AS AT SEPTEMBER 30, 2010
{Un-audited) {Audited)
Sep 30 Jun 30,
ASSETS Note 2010 2010

. (Rupees in thousands)
NON-CURRENT ASSETS

Rroperty, plant and equipment 2 787,181 794,771
Intangibles 21,434 25,688
Long term deposits 4,165 4,509
812,780 $24,968
CURRENT ASSETS
Stores, spare parts and loose tools 6,477 5,360
Stock in trade 1,320,034 ) 1,502,232
Trade debts 191,181 253,050
Advances 57,400 43,867
Trade deposits and prepayments 19,467 10,118
Other receivables - 20,664
Cash and bank balances 8,254 14,101
1,602,873 1,849,392
2,415,653 2,674,360
SHARE CAPITAL AND RESERVES
Issued, subscribed and paid-up capital 414,427 414,427
Unappropriated profit 305,635 327,518
720,062 741,945
NON-CURRENT LIABILITIES
Long term financing 204,000 20,000
Liabilities against assets subject to finance lease 1,763 2,260
Retirement benefits obligation - 10,707 10,707
Deferred tax 75,120 72,621
291,590 105,588
CURRENT LIABILITIES
Trade and other payables 720,915 530,063
Accrued interest / mark up 30,545 28,319
Short term borrowings 561,346 1,189,769
Current maturity of:
Long term financing 40,000 40,000
Liabilities against assets subject to finance lease 11,424 10,238
Taxation-Provision less payment 3,551 12,407
Due to the government 36,220 16,031
1,404,001 1,826,827
COMMITMENTS 3

2,415,653 2,674,360

The annexed notes t te 8 form an integral part of these financial statements.

Wl Zaos vyt

Chief Executive Director 6




Profit And Loss, glccount :

FOR THE THREE MIONTHS ENDED
SEPTEMBER 30, 2010 (UNAUDITED)

Sep 30, Sep 30,
Note 2010 2009
------ Rupees in thousands ----

Net sales
Local 1,344,166 1,059,798
Export 139,015 88,560
1,483,181 1,148,358
Cost of sales 1,058,717 794,747
Gross profit 424,464 353,611

Operating expenses

Distribution cost 297,619 249,252
Administrative expenses 40,064 38,631
Other operating expenses 3,417 4,600
341,100 292,483

83,364 61,128

Other income 288 2751
Profit from operations 83,652 63,879
Finance cost 38,263 20,460
Profit before taxation 45,389 43,419
Taxation 17,541 14,000
Profit after taxation 27,848 29,419
Earnings per share - basic and diluted - Rupees 7 0.67 0.71

The annexed notes 1 to 8 form an integral part of these financial statements.

M‘_ s Wyt

Chief Executive Directar
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Cash Flow Statement

FOR THE THREE MONTHS ENDED
SEPTEMBER 30, 2010 (UNAUDITED)

CASH FLOWS FROM OPERATING ACTIVITIES
Cash generated from operations
Finance cost paid

Income tax paid

Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment
Net decrease in long term deposits

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Lang term financing - Net
Liabifities against assets subject to finance leases {net)
Dividend paid

Net cash generated from / (used in) financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

Note | Sep30,2010 | | sep30, 2009

------- Rupees in thousands --

4 510,251 139,313
{34,091) (21,064
{23,898} (11,840
452,262 106,409
{14,711) {23,700
344 13
{14,367) {23,687)
184,000 {10,000)
689 (7,071)
(8)
184,681 (17,071)
622,576 65,651 "
(1,175,668) (470,331)
5 (553,092) {404,680) -

The annexed notes 1 to 8 farm an integral part of these financial statements.

Wy,

Chief Executive

E Ll uami

Director

imans e




Statement of Changes in Cquity_.

FOR THE THREE MIONTHS ENDED

SEPTEMBER 30, 2010
Issued
iated
subscribed and Unapprcp-nrla € Total
. . Profit
paid up capital
--------- Rupees in thousands - - - - -~ -~
Balance as at June 30, 2009 331,542 323,844 655,386
Profit for the three months ended
September 30, 2009 - 29,41% 29,419
Balance as at September 30, 2009 331,542 353,263 684,805
Issue of 1 bonus share for every 4 shares held 82,885 {82,885) -
Profit for the nine months ended - 57,140 57,140
June 30, 2010
Balance as at June 30, 2010 414,427 327,518 741,945
Final dividend for the year ended - {49,731) {49,731)
June 30, 2010
Profit for the three months ended
Sep 30, 2010 - 27,848 27,848
Balance as at Sep 30, 2010 414,427 305,635 720,082
The annexed notes form an integral part of these financial statements.
Ma [ L u-j.b‘

Chief Executive Director




' Selected Notes To
The Financial Statements

FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2010 (UNAUDITED)
1. BASIS FOR PREPARATION

regulations of the Karachi, Lahore and Islamabad Stock Exchanges.

1.2 The accounting policies adopted for the preparation of these financial statements are the same as
those applied in the preparation of the annual financial statements of the company for the year
ended June 30, 2010,

Sep 30, June 30,
2010 2010
Rupees in thousands
2. PROPERTY, PLANT AND EQUIPMENT
21 Operating Assets 729,961 731,167
Capital work in progress-at Cost

Civil work in progress 15,716 14,982
Plant & Machinery 38,662 34,593
Advance agaijnst acquisition of land 1,962 12,012
Vehicles pending delivery - 816
Office Equigment 55 55
Computer Software 825 1,146
—

787,181 794,771
2.2 Additions during the period Sep 30, Sep 30,

2010 2009

Rupees in thousands

Additions

Building 106 -
Plant and machinery 8,842 565
Furniture and fixtures 3,091 10
Motor Vehicles 342 427
Office and other equipments 1,609 1,587
Computers 759 723

14,749 3,312

3. COMMITMENTS

18.27 million).
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CASH FLOW FROM OPERATIONS

Profit before taxation

Adjusiments of non-cash charges and other items
Depreciation / Amortization on fixed assets
Finance cost
Deferred Liability - Retirement benefits

Profit before working capital changes
EFFECT ON CASH FLOWS DUE TO WORKING CAPITAL CHANGES

{Increase) / Decrease in current assets
Stores, spare parts and toose tools
Stockin trade
Trade debts
Advances
Deposits and prepayments
Other receivables

Increase in current liabilities
Trade and other payables
Due to the government

CASH AND CASH EQUIVALENTS

Cash and bank balances
Short term borrowings

TRANSACTIONS WITH RELATED PARTIES
Relationship with the company Nature of transactions

Associated companies /
Undertakings: Sale of goods
Purchase of goods
Reciprocal arrangements for
sharing of services

i

S5ep 30,
2010

Sep 30,
2009

Rupees in thousands

45,380 43,419
26,555 27,502
36,317 19,034
- 6,780
52,872 53,316
108,261 95,735
(1,117) (424)
182,138 {12,620}
61,869 {29,150}
(13,533) 8,146
{9,349) {6,684)
20,664 {417)
240,672 (41,189)
141,129 70,615
20,189 13,152
161,318 43,767
510,251 139,313
8,254 27,477
(561,346)  (432,157)
{553,002)  (404,680)
195,087 198,714
5,986 3,353
304 955




6.1

Staff Retirement Funds: Expense charged for

retirement benefits 3,081 2,675
Payment to retirement
benefits plans 7,850 8,298 |
Key management compensation:
Salaries and other short-term employee henefits 28,029 16,856
Post-employment benefits - Provident fund 1,470 932

Post retirement benefits
of Executive Directors - note 6.1

The Chief Executive Officer and Executive Directors are being provided with retirement benefits
through a Defined Benefit Plan of Pension Scheme, a Defined Contribution Plan of Provident Fund and
Post Retirement Medical Benefits. The Charge is based on actuarial assumptions and valuation
reports.

EARNINGS PER SHARE

There were no convertible dilutive potential ordinary shares in issue as at September 30, 2009 and
2010.

For the purposes of calculating earnings per share, number of shares outstanding as at September 30,
2009 have been increased to reflect the bonus shares issued during the period.

DATE OF AUTHORISATION

This condensed interim financial information was authorised for issue an Oct 25, 2010 by the Board of
Directors of the company.

. Zcs ggens

Chief Executive Director
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