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Notice of Meeting

NOTICE IS HEREBY GIVEN that the 29th Annual General Meeting of MERIT PACKAGING LIMITED will be
held on Friday October 23, 2009 at 11:00 a.m. at Avari Towers Hotel, Fatima Jinnah Road, Karachi to transact the

following business:

1. To receive, consider and adopt the audited financial statements for the year ended June 30, 2009 with the

Directors' and Auditors' reports thereon.

2. To appoint auditors and fix their remuneration.

By Order of the Board

(MAN AHMED)
Dated : September 25, 2009 Company Secretary

NOTES:

1.  The share transfer books of the Company will remain closed from October 17, 2009 to October 23, 2009 both
days inclusive. Transfers received in order by the Shares Registrar of the Company M/s. FAMCO Associates
(Private) Limited, State Life Building No.1-A, 1st Floor, [.L.Chundrigar Road, Karachi upto October 16, 2009
will be treated in time for the purpose of attendance of Annual General Meeting.

i~

A member who has deposited his/her shares into Central Depository Company of Pakistan Limited, must bring
his/her participant's ID number and CDC account/sub-account number alongwith original Computerized
National Identity Card (CNIC) or original Passport at the time of attending the meeting.

3. A member entitled to attend and vote at the Annual General Meeting may appoint another member as his/her
proxy to attend, speak and vote instead of him/her.

4. Forms of proxy to be valid must be properly filled-in/executed and received by the Company at its registered
office at Lakson Square, Building No.2, Sarwar Shaheed Road, Karachi not later than forty-eight hours before
the time of the meeting.

5.  Members are requested to notify the Shares Registrar of the Company promptly of any change in their addresses.

6. Members who have not yet submitted photocopy of their Computerized National 1dentity Cards (CNIC) are
requested to send the same to our Shares Registrar at the earliest.

7. Form of proxy is enclosed herewith.




Statement of Value Added and its Distribution

2009 2008

Particulars Rs. in 000°s Yo Rs. in 000°s %o
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Value added

Gross Sales

Material and services
Other income

652.215

(429.837)
1,649

224,027

Distribution

To employees
Salaries, wages and other benefits
Workers' profit participation fund

P

" 57,205 26

h S

Tﬂ gﬂvemmﬂﬂt _. | 3& *‘“ﬁ*’” .
Sales tax & Special Excise Duty i 145,886 .. T 94.497
Company taxation - g e

Workers welfare fund

98.572 44

To providers of capital o Rl ™
Financial charges on borrowed fund 6 2 X 29,395 13
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Depreciation / impairment i i, 31,903
Amortisation of intangible assets B | T -

Retained (loss) / profits

B To government

E———— s 46%
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Six Years Key Operating and Financial Data

Rupees 1n thousands

2009 2008 2007 2006 2005 2004
Trading results
Sales '808,840° 557,718 585,742 527422 457,489 347,774
Gross profit - 427702 63,956 104391 89965 63226 53,233
(Loss)/Profit before taxation (56,218) 10,806 45248 43,042 31,006 32,597
(Loss)/Profit after taxation  (37,346) 6,952 29,113 27,526 20,095 = 21,566
Dividend
Cash 0% 0% 0% 35% 35% 35%
Seock 7 0% 15% 50% 0% 0% 0%
Payout ratio T 0% 0% 0% 35% 48% 45%
Financial position
Total capital employed 638,349 586,041 403,403 391,594 377,058 118,534
Property, plant and equipment 85,482 602,370 422,923 393,771 357,736 69,768
Shareholder equity 118,639. 154,962 146,260 122,405 101,710 89,660
Long term liabilities : 288,234 118,511 132221 148467 22,368
Deferred taxation 48,628 42,664 37.465 24,586 6,506
Others
Number of employees (at year end) 274 223 201 201 206 205
Capital expenditure 84,456 218,740 70,789 71,390 190,041 4,380
Contribution to national exchequer 56,178 70,737 46,562 41,851 39 824 27.501
Ratios B
Grossprofit = 528%  1147% 17.82%  17.06% 13.82%  1531%
(Loss)/Profit before taxation 6.95% 1.94% 7.72% 8.16% 6.78% 9.37%
(Loss)/Profit after taxation - (4:62%) 1.25% 4.97% 5.22% 4.39% 6.20%
Return on equity ©B1.48%)  449%  1990%  22.49%  19.76%  24.05%
Return on capital employed “15.85%)  1.19%  7.22%  7.03%  533%  18.19%
Current ratio 0.82.:1 0.89:1 0.80:1 093:1 1.13:1 2.59:1
Debt / equity ratio 61.:.39 59:41 40 : 60 44 : 56 46 : 54 29:71
Inventorydays = 66 82 57 63 50 47
Reccivable days 30, 23 14 19 20 20)
Others
Earning per share-(Rs.) 77 (787) 1.47 6.14 5.80 4.24 4.55
Break-up value per share (Rs.) = sl 37.57 53.20 4452 36.99 32.61
Market Value (Rs.) " 26.99 90.97  132.90 77.00 58.70 74.00
Price earning ratio - £3.43) 62.06 21.65 13.27 13.85 16.27
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Directors’ Report

The Directors are pleased to present their 29th annual report together with the audited financial statements of the
Company for the year ended June 30, 2009.

ECONOMIC OUTLOOK

The year 2008-09 has been full of challenges as the economy failed to achieve the target set for the fiscal year and
grew at a modest rate of 2% with manutfacturing sector posing a negative rate of 3.3% compared to last year.

THE PRINTING INDUSTRY

Intense competition 1n the printing & packaging industry has made it difficult to immediately transfer the incremental
costs to customers. Costs increased mainly on account of higher raw material prices and escalated overheads. This
coupled with sharp depreciation of exchange parity, increased mark-up levels and soaring inflationary pressures
significantly hampered the performance of packaging industry.

FINANCIAL PERFORMANCE

¢  Results for the year

2009 2008

Rs. in 000’s
Net sales 557,718
Gross profit 63,956
Protit from operations 40,202
(Loss)/profit before tax 10,806
(Loss)/profit after tax 6,952
(Loss)/earning per share 1.47

All time high sales resulting from aggressive capacity utilization strategy followed by the company is the salient

feature of year 2008-09. This has been a challenging year for your company as it marched towards completion of
_its Gravure Film Business Unit and operational optimization of its enhanced production capacity. In spite of adverse
economic factors, your company has registered the highest ever sales of Rs. 808.84 million representing a 45%
increase as compared to last year.

However despite efforts by the management, profit margins remained depressed during the year as our end pricing
could not keep up with the significant upsurge in input costs, increasing overheads together with amplified financial
charges due to rising markup rates and higher borrowings required for working capital requirements. Recessionary

pressures continue to hinder expected demand increase causing difficulties in optimum utilisation of our production
capacity. All these factors have culminatcd in a pretax loss of Rs. 56 million for the year 2008-09 for the first (ime.
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APPROPRIATIONS

These turbulent times did have a marked impact on our current year financial performance resulting in a nct loss
after tax of Rs. 37.346 million. The Board of Directors has therefore, proposed a nil dividend for the year ended
June 30, 2009 (2008: Dividend - nil ; Bonus shares - 15%).

CAPITAL EXPENDITURE

Merit Packaging Limited has been investing on a continuous basis and duning the current year capital expenditure
stood at Rs. 84 million.

These ongoing investments have enabled the company to improve and increase its production capacity, tacilitating
greater technical flexibility and streamlining of our operations all of which are expected to result in the materialization
of future growth opportunities.

CONTRIBUTION TO NATIONAL ECONOMY

During the year under review, the Company has contributed Rs. 56.178 million in the form of duties and taxes to
the National Exchequer as compared to Rs. 70.737 million in the last year.

COMPLIANCE WITH THE CODE OF CORPORATE GOVERNANCE

The requirements of the Code of Corporate Governance as required by Securities & Exchange Commission of
Pakistan (SECP), relevant for the year ended June 30, 2009 have been adopted and duly complied by the Company.
A statement to this effect 1s annexed.

SAFETY, SECURITY, HEALTH AND ENVIRONMENT (SSHE)

Merit Packaging Limited continues to demonstrate its strong commitment to all aspects of safety, security, health
and environment concerned with our day to day business operations. In order to provide better working conditions
and in compliance with our quality assurance requirements, the top management regularly reviews and provides
policy guidelines to all business units.

HUMAN RESOURCE DEVELOPMENT

A comprehensive training programme is drawn out every year to develop and improve skills of our employees
through in-house, external and abroad training programmes. Merit Packaging Limited 1s, thus investing both in
physical and human capital to enable the Company to achieve a competitive advantage necessary to survive in the

current business environment.
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AUDITORS

The present auditor M/s BDO Ebrahim & Co., Chartered Accountants retire and being eligible, have offered
themselves for reappointment for the year ended June 30, 2010. The Audit Committee and the Board of Directors
of the Company have endorsed their appointment for shareholders consideration at the forthcoming Annual General
Meeting. The external auditors have been given satisfactory rating under the Quality Control Review Program of
the Institute of Chartered Accountants of Pakistan and the firm is fully compliant with International Federation ot
Accountants (IFAC) guidelines on code of ethics, as adopted by ICAP.

CORPORATE AND FINANCIAL REPORTING FRAMEWORK

¢  The financial statements together with the notes thereon have been drawn up by the management in conformity
with the Companies Ordinance, 1984. These Statements present fairly the Company’s state of affairs, the results
of its operations, cash flow and changes in equity.

e  Proper books of accounts of the Company have been maintained by the Company.

¢  Accounting policies have been consistently applied in preparation of financial statements and accounting
estimates are based on reasonable and prudent judgment.

o International Accounting Standards, as applicable in Pakistan, have been followed in preparation of financial
statements.

e  The system of internal controls and other such procedures, which are in place, are being continuously reviewed
by the Internal Audit function. The process of review continues as an ongoing process (o further strengthen
the controls and bring improvements in the system.

¢  There are no doubts upon the Company's ability to continue as a going concern.

e  There has been no material departure from the best practices of corporate governance as detailed m the Listing
Regulations.

e  The summary of financial data for the last six years of the Company.
s [Information about taxes and levies is given in the notes to the Financial Statements.

MATERIAL CHANGES

There have been no material changes since June 30, 2009 and the Company has not entered into any commitment,
which would affect its financial position at the date except for those mentioned in the audited financial statements
for the vear.
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PATTERN OF SHAREHOLDING

A statement showing the pattern of shareholding of the Company and additional information as at June 30, 2009,
whose disclosure is required under the reporting framework, is annexed to this report.

The Directors, Chief Executive Officer, Chief Financial Officer, Company Secretary, their spouses and minor children
did not carry out any transaction in the shares of the Company during the year.

STATEMENT OF ETHICS AND BUSINESS PRACTICES

Performance with integrity is pivotal to operating at Merit Packaging Limited. The Board of Directors has adopted
the Statement of Ethics and Business Practices to establish standards of conduct for the directors and employees.
This has been signed by all the directors and employees in acknowledgment of their understanding and acceptance
of the code of conduct.

STAFF RETIREMENT BENEFIT FUNDS

The value of investment made by the staff retirement benefit funds based on their respective audited accounts as
at December 31, 2008 and June 30, 2009 respectively are as follows:

Rs. 1n 000’s
Provident Fund 44 950
Gratuity Fund 7.790

BOARD OF DIRECTORS

The election of Board of Directors for a fresh term of three years took place on May 04, 2009. Nominee of National
Investment Trust Limited Mr. Farooq Hasan retired. In his place, Mr. Kaleem Uddeen Ahmad was nominated on
the Board of Director by the National Investment Trust Limited. The Board wishes to place on record the valuable
contribution made by the outgoing Director Mr. Farooq Hassan and welcomes the new Director Mr. Kaleem Uddeen
Ahmad on the Board of the Company.

In 2008-09, the Board of Directors held four (4) meetings on a quarterly basis to review its complete cycle of
activities. The attendance record of the Directors is as follows:
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Director’s name No. of meetings attended
Mr. Igbal Ali Lakhani 3
Mr. Zulfigar Ali Lakhani 3
Mr. Amin Mohammad Lakhani 3
Mr. Tasleemuddin Ahmed Batlay 3
Mr. A. Aziz H. Ebrahim 4
Mr. Mohammad Shahid 4

Mr. Farooq Hasan
(Nominee of National Investment Trust Limited- retired on May 04, 2009) =

Mr. Muhammad Asif 2
(Nominee of National Investment Trust Limited)

Mr. Kaleem Uddeen Ahmad
(Nominee of National Investment Trust Limited- elected on May 04, 2009) .

Leave of absence was granted to Directors who could not attend some of the Board meetings.

BUSINESS RISKS AND CHALLENGES

The Management continues to make untiring efforts and take appropriate measures to thwart business risks through
the adoption of advanced technology and product diversification.

FUTURE OUTLOOK

Several steps have been taken in order to overcome the losses encountered in the year under review. The Marketing
department has been adequately revamped to utilize our enhanced capacity and our budgeted sales for 2009-10 are
expected to increase by 30% to 40%. We are focusing our efforts towards optimum utilization of working capital
facilities by rationalizing stock levels to minimize borrowing and financial costs. Having taken these steps we
continue to have a long-term optimistic outlook and expect that the year 2009-10 would allow your company to
recapture its strong financial and operational performance.

AUDIT COMMITTEE

Pursuant to the Election of Directors held on May 04, 2009, the Audit Committee has been re-constituted. The Audit
Committee comprises of three non-executive directors (including its Chairman). The terms of reference of the
Committee have been determined by the Board of Directors in accordance with the guidehines provided 1n the Listing
Regulations and advised to the Committee for the compliance. The Committee held five meetings during the year.

The accounts of the company and relevant public announcements were reviewed by the Audit Committee before
approval by the Board.
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SO CERTIFICATION

The implementation of ISO 9001:2000 system helps the Company to remain efficient and customer focused. The
confidence of our costumers has increased due to consistent quality of our products and better service standards.

ERP IMPLEMENTATION

The Company has successfully implemented Financials and supply chain modules of Oracle E-Business Suit, which
1s recognized as one of the most comprehensive ERP solutions in the world. All the Modules are running satisfactorily.
The adoption of this Suit will enable Merit Packaging Limited to meet growing business demands, enhance
productivity and efficiency. The integrated system has resulted in achieving an end-to-end view across Company's
lines of business with consistent financial and operational information.

GRATITUDE

The Directors recognize and record appreciation of the sincere efforts of our entire workforce, as well as customers
and shareholders. Merit Packaging Limited values it customers and aims to meet their needs. We would also like
to extend our gratitude to the financial institutions and our stakeholders, who play a vital role in the success of the
Company. We look forward to meeting their expectations to the best of our abilities and making the upcoming year
even successful.

On behalf of the Board of Directors

Lol

AL ALI LAKHANI
Karachi: September 25, 2009 Chairman
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Chartered Accountants

REVIEW REPORT TO THE MEMBERS ON STATEMENT OF COMPLIANCE WITH
BEST PRACTICES OF CODE OF CORPORATE GOVERNANCE

We have reviewed the Statement of Compliance with the best practices contained in the Code
of Corporate Governance prepared by the Board of Directors of MERIT PACKAGING LIMITED
to comply with the Listing Regulation No.37 (Chapter XI) of the Karachi Stock Exchange
(Guarantee) Limited, where the Company is listed.

The responsibility for compliance with the Code of Corporate Governance is that of the Board
of Directors of the Company. Our responsibility is to review, to the extent where such complance
can be objectively verified, whether the Statement of Compliance reflects the status of the
Company's compliance with the provisions of the Code of Corporate Governance and report
if it does not. A review is limited primarily to inquiries of the Company personnel and review
of various documents prepared by the Company to comply with the Code.

As part of our audit of 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's statement on intemal 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.

Further, Sub-regulation (xiii) of Listing Regulation 37 notified by The Karachi Stock Exchange
(Guarantee) Limited vide Circular KSE/-269 dated January 19, 2009 requires the company to
place before the board of directors for their consideration and approval, related party transactions
distinguishing between transactions carried out on terms equivalent to those that prevail in arm's
length transactions and transactions which are not executed at arm's length price recording proper
justification for using such alternate pricing mechanism. Further, all such transactions are also
required to be separatcly placed before the audit committee. We are only required and have
ensured compliance of requirement to the extent of approval of related party transactions by
the board of directors and placement of such transactions before the audit committee. We have
not carmied out any procedures to determine whether the related party transactions were undertaken
at arm's length price or not.

Based on our review nothing has come to our attention which causes us to believe that the
Statement of Compliance does not appropriately reflect the Company's compliance, in all matenal
respects, with the best practices contained in the Code of Corporate Governance as applicable
to the Company for the year ended June 30, 2009.

n-}-::c:e\ N

KARACHI BDO EBRAHIM & CO.
CHARTERED ACCOUNTANTS

DATED: September 25, 2009 Engagement Partner: Qasim E. Causer




Statement of Compliance with the Code of Corporate Governance

This statement 1s being presented to comply with the Code of Corporate Governance contained in the listing regulations
of Karachi Stock Exchange (Guarantee) Limited for the purpose of establishing a framework of good governance.

The Company has applied the principles contained in the Code in the following manner:

1. The Company encourages representation of independent non-executive directors on its Board of Directors
including those representing minority interests. At present the Board includes eight directors, including the
CEO, who is the only executive director whilst two represent the National Investment Trust Limited (NIT).
The Election of the Directors was held on May 04, 2009 in which Mr. Kaleem Uddeen Ahmad had been elected
as a nominee director of NIT in place of Mr. Farooq Hassan.

2. The directors of the Company have confirmed that none of them is serving as a director in more than ten listed
companies, including this Company.

3. All the resident directors of the Company are registered as taxpayers and none of them has defaulted in payment
of any loan to a banking company, DFI, or an NBFI. None of the directors of the Company are members of a
stock exchange.

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

5. The Company has adopted and circulated a 'Statement of Ethics and Business Practices’, which has been signed
by all the directors and employees of the Company.

6. The Board has developed a vision/mission statement, overall corporate strategy and significant policies of the
Company. A complete record of particulars of significant policies alongwith the dates on which they were
approved or amended has been maintained.

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

of Chief Executive Officer (CEO).

8. 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. During the year four meetings of the Board of Directors were held. Written notices
of the Board meetings, along with agenda and working papers, were circulated at least seven days before the
meetings. The minutes of the meetings were appropriately recorded and circulated in time.

9. The Board ensures arrangement of orientation courses for its directors to apprise them of their duties and
responsibilities and to keep them informed of enforcement of new laws, rules and regulations and amendments
thereof.

10. The Board has approved the appointment of the CFO, Company Secretary and Head of Internal Audit, including
their remuneration and terms and conditions of employment. There was no new appointment of CFO, Company
Secretary and Head of Internal Audit during the year.

Il. The Directors’ report for the year ended June 30, 2009 has been prepared in compliance with the
requirements of the Code and fully describes the salient matters required to be disclosed.




Statement of Compliance with the Code of Corporate Governance

12

13.

14.

15.

16.

17,

18.

19.

20.

21.

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

All material information as required under the relevant rules, has been provided to the Stock Exchange and to
the Securities and Exchange Commussion of Pakistan within the prescribed time limit.

The Directors, CEQ and executives do not hold any interest in the shares of the Company other than that disclosed
in the pattern of shareholding.

The Company has complied with all the corporate and financial reporting requirements of the Code.

The Board has formed an audit committee. [t comprises of three members, all of them are non-executive directors.
The meetings of the audit committee were held at least once every quarter prior to approval of interim and final
results of the Company as required by the Code. The terms of reference of the committee have been formed
and advised to the committee for compliance,

The Board has set-up an effective internal audit function managed by suitably qualified and experienced personnel
who are conversant with the policies and procedures of the Company and are involved in the internal audit
function on a full time basis.

The statutory auditors of the Company have confirmed that:

i.  They have been given a satisfactory rating under the quality control review programme of the Institute of
Chartered Accountants of Pakistan.

1ii. They or any of the partners of the firm, their spouses and minor children do not hold shares of the Company
and

1. The firm and all 1ts partners are in compliance with International Federation of Accountants (IFAC)
guidelines on Code of Ethics as adopted by Institute of Chartered Accountants of Pakistan.

The statutory auditors or the persons associated with them have not been appointed to provide other services
except in accordance with the listing regulations and the auditors have confirmed that they have observed IFAC

guidelines in this regard.

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

U L, :

IQBAL ALI L ANI MOHAM SHAHID
Karachi: September 25, 2009 Chairman Chief Executive Officer




Pattern of Holding of Shares

held by the shareholders as at June 30, 2009

[ncorporation No. K-206/5831/ CUIN No. 0007464

Note: Some of the shareholders are reflected in more than one category.

e

Number of Shareholding Total number
shareholders From To of shares held

160 1 100 shares 6.692

230 101 500 shares 61,109

105 501 1,000 shares 76,465

143 1,001 5,000 shares 288,604

16 5,001 10,000 shares 93,482

7 10,001 15,000 shares 92,210

3 15,001 20,000 shares 52,590

4 25,001 30,000 shares 111,202

2 30,001 35,000 shares 64,230

1 310,001 315,000 shares 314 93()

1 530,001 535,000 shares 532,881

] 650,001 655,000 shares 654,214

I 680,001 685,000 shares 684,145

1 700,001 705,000 shares 704,728

| 1,005,001 1,010,000 shares 1,005,365

676 4,742,847
Categories of shareholders Shares held Percentage

Directors, Chief Executive Officer,

and their spouse and minor children 10,007 0.21
Assoclated Companies, undertakings and related parties 2,509,295 52.9]
Naticnal Investment Trust Ltd. &

National Bank of Pakistan - Trustee Deptt. 1,418,483 29.91
Banks Development Financial Institutions,

Non Banking Financiail Institutions. 345 -
Insurance Companies NIL -
Modarabas and Mutual Funds NIL —
Share holders holding 10% 3,581,333 75.51
General Public

Local 804,717 16.97

Foreign NIL -

Muhamﬁﬁhid

Chief Executive Officer




Details of Pattern of Shareholding as per requirements of Code of Corporate Governance

a)

b)

c)

d)

g)

h)

Shares held
Associated Companies, Undertakings and Related Parties

L. Siza (Pvt) Ltd 314,930
2 Siza Services (Pvt) Ltd 654,214
3. Siza Commodities (Pvt) Ltd 532,881
4. Premier Fashions (Pvt) Ltd 1,005,365
54 Mrs. Gulbanoo Lakhani 172
0. Mr. Sultan Ali Lakhani 241
7 Mrs. Shaista Sultan Ali Lakham 334
8. Mr. Babar Ali Lakhani 296
9. Mr. Bilal Ali Lakham 234
10. Mr. Danish Ali Lakhant 359
11. Miss Sanam Igbal Lakhani 35
12. Miss Misha Lakhani 234
NIT
i National Investment Trust Limited 29,610
2. National Bank of Pakistan, Trustee Deptt. 1,388,873

Directors, CEO and their spouses and minor children

L. Mr. Igbal Ali Lakhani Director 2,840
2. Mr. Zulfigar Ali Lakhani Director 862
3 Mr. Amin Mohammed Lakhani Director 2,992
4, Mr. Tasleemuddin Ahmed Batlay Director 862
5. Mr. A. Aziz H. Ebrahim Director 862
6. Mr. Mohammad Shahid Director & Chief Exccutive 862
7. Mrs. Ronak Igbal Lakhani W/o Igbal Ali Lakham 179
8. Mrs. Fatima Lakhani W/o Zulfigar Ali Lakhani 272
9. Mrs. Saira Amin Lakhani W/o Amin Mohammed Lakhani 276
10. Mr. Muhammad Asif Nominee of NIT NIL
11. Mr. Kaleem Uddeen Ahmad Nominee of NIT NIL
Executives NIL
Public Sector Companies and Corporations NIL

Banks, Development Financial Institutions, Non-Banking Financial
Institutions, Insurance Companies, Modaraba and Mutual Funds:
[other than those reported at (b)] 345

Shareholders holding 10% or more
[other than those reported at a(2), a(3), a(4) & b(2)] NIL

Individuals and other than those mentioned above 804,717

4,742,847




BDO Ebrahim & Co. 2nd Floor, Block-C, Lakson Square Building No. 1
Chsrtered AcEsintsmts Sarwar Shaheed Road, Karachi-74200, Pakistan.
Telephone 15683030, 5683189, 5683498 56837073
Telefax 15684239
Email :info@bdoebrahim.cam.pk

AUDITORS’ REPORT TO THE MEMBERS Website hitp:/aww. bdoebrahim.com. pk

We have audited the annexed balance sheet of MERIT PACKAGING LIMITED as at June 30, 2009 and the
related profit and loss account, cash flow statement and statement of changes in equity together with the notes
forming part thereof, for the year then ended and we state that we have obtained all the mformation and
explanations which, to the best of our knowledge and belief, were necessary for the purposes of our audit.

It 1s the responsibility of the Company’s management to establish and maintain a system of internal control,
and prepare and present the above said statements in conformity with the approved accounting standards and
the requirements of the Companies Ordinance, 1984. Our responsibility 1s to express an opinion on these
statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These standards
require that we plan and perform the audit to obtain reasonable assurance about whether the above said
statements are free of any material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the above said statements. An audit also includes assessing the
accounting policies and significant estimates made by management, as well as, evaluating the overall
presentation of above said statements. We believe that our audit provides a reasonable basis for our opinion
and, after due verification, we report that:

a) In our opinion, proper books of accounts have been kept by the Company as required by the
Companies Ordinance, 1984:

b)  1in our opinion:

1) the balance sheet and profit and loss account together with the notes thereon have been drawn
up in conformity with the Companies Ordinance, 1984, and are in agreement with the books
of accounts and are further in accordance with accounting policies consistently applied;

i1) the expenditure incurred during the year was for the purpose of the Company's business; and

i1)  the business conducted, investments made and the expenditure incurred during the year were
in accordance with the objects of the Company;

¢)  in our opinion and to the best of our information and according to the explanations given to us, the
balance sheet, profit and loss account, cash flow statement and staternent of changes in equity together
with the notes forming part thereof conform with approved accounting standards as applicable in
Pakistan, and, give the information required by the Companies Ordinance, 1984, in thc manner so
required and respectively give a true and fair view of the state of the Company's affairs as at June 30,
2009 and of the profit, its cash flows and changes in equity for the year then ended; and

d) in our opinion, Zakat deductible at source under the Zakat and Ushr Ordinance, 1980.

KARACHI
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DATED: September 25, 2009 CHARTERED ACCOUNTANTS




Balance Sheet

as at June 30, 2009

ASSETS

NON-CURRENT ASSETS
Property, plant and equipment

Operating fixed assets 5 585,072,909
Capital work-in-progress 6 17,297,236
602,370,145
Intangible assets 7 2,796,214
Long-term loans 8 545,958
Long-term deposits 9 8,125,653
613,837,970
CURRENT ASSETS
Stores and spares 10 27,025,117
Stock-in-trade 11 110,681,409
Trade debts 12 55,750,760
Loans and advances 13 672,906
Short-term prepayments 110,557
Other receivables 14 35,038
Tax refund due from government 15 11,874,068
Taxation - net 16 21,321,458
Cash and bank balances 17 696.211
228,168,424
TOTAL ASSETS 842,006,394
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Authorized share capital
8,000,000 (2008: 8,000,000) ordinary shares of Rs.10/- each 80,000,000
Issued, subscribed and paid-up capital 18 41,242,150
Reserves 19 1,210,313 113,719,610
a4 118,638,783 154,961,760
SURPLUS ON REVALUATION OF FIXED ASSETS 20 137338, 94,217,223
NON-CURRENT LIABILITIES o
Long-term financing 21 245,000,000
Liabilities against assets subject to finance leases 22 43,233,658
Deferred taxation 23 48,627,999
336,861,657
CURRENT LIABILITIES
Trade and other payables 24 76,377,276
Financial charges payabie 23 9,008,633
Short-term financing 26 96,592,332
Current portion of long-term liabilities 27 73,987,293
255,965,754
CONTINGENCIES AND COMMITMENTS 28

TOTAL EQUITY AND LIABILITIES

Note: The annexed notes 1 to 50 form an integral part of these financial statements.
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Chief Executive Officer




Profit and Loss Account
tor the year ended June 30, 2009

Sales - net 29

T
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Cost of sales 30 (493,761,707)

Gross profit S 42,701,527 63,956,331

General and administrative expenses 31 (16,119,810)

Selling and distribution expenses 32 =(11,287362)| | (7.259.350)

Other operating income | 33 v, 1,512,230 1,648,607

.::'v'&%’i"' it

Other operating expenses 34 § QE 641) (2,024,187)

(23,754.740)

Operating profit 40,201,591

Financial charges 35 (29,395,427}

(Loss)/profit before taxation 10,806,164

Taxation 36 (3,854,372)

(Loss)/profit after taxation 6,951,792

(Loss)/earnings per share - basic and diluted 37 i, BT 1.47

Appropriations have been reflected in the statements of changes in equity.

Note: The annexed notes 1 to 50 form an integral part of these financial statements.

Z@ﬂ | .
IQBAL ALl LAKHANI MOH SHAHID

Chairman Chief Executive Officer




Cash Flow Statement

for the year ended June 30, 2009

2009 2008
Note Rupees Rupees

CASH FLOWS FROM OPERATING ACTIVITIES =

Cash (used in)/generated from operations 40 (14,3 3’?,%13) 11,781,450

Taxes paid (ﬁ,EZO,E}ﬁﬁ) (16,184,453)

Financial charges paid ©(62301,490) (23,459,246

Long-term loans 37‘3@016 (109,204)

Long-term deposits T (1,253;00 1,267,515

Net cash used in operating activities (26,703,938)
CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditure (218.,740,326)

Intangible assets (1,994,619)

Proceeds from sale of operating fixed assets 5.6 8,300,607

Net cash used in investing activities (212,434,338)
CASH FLOWS FROM FINANCING ACTIVITIES . I

Proceeds from liabilities against assets subject to finance leases ; —w 15,376,100

Proceeds from long term financing 230,000,000

Short term financing (excluding running finance) REKL —

Repayments of long-term financing (30,000,000)

Repayments of liabilities against assets subject to finance leases (14,701,688)

Dividend paid (1.471)

Net cash generated from financing activities 200,672,941
Net decrease in cash and cash equivalents (38,465,335)
Cash and cash equivalents at the beginning of the year (57,431.006)
Cash and cash equivalents at the end of the year (95,896,341)
CASH AND CASH EQUIVALENTS COMPRISE

Cash and bank balances 17 696,211

Short-term financing 26 (96,592,552)

(95,896,341)

Note: The annexed notes 1 to 50 form an integral part of these financial statements.

IQBAL ALl LAKHANI MOHAMMAHID

Chairman Chief Executive Officer




Statement of Chan

for the year ended June 30, 2009

ges In Equity

Issued, Reserves
subscribed and General Unappropriated
paid-up capital reserve profit Total Total
Rupees Rupees Rupees Rupees Rupees
Balance as at June 30, 2007 27,494,770 84,500,000 34,264,685 [ 8,764,685 146,259 455
Bonus shares 1ssued at the rate of one share for
every two shares held 13,747,380 ~ (13,747,380) (13,747,380) —
Transier to peneral reserve — 18,300,000 (18,300,000) - -
Transfer from surplus on revaluation of fixed
assets {note 20) -~ - 1,750,513 1,750,513 1,750,513
Net profit for the year ended June 30, 2008 - - 6,951,792 6,951,792 6,951,792
Balance as at Juae 30, 2008 41,262,150 102,800, 113,719,610 154,961,760
Bonus shares issued at the rate of three shares for T g, T
every twenty shares held [ﬁ, 186,326 -
Transter to general reserve | i =
Transfer from surplus on revaluation of fixed
assets (note 20) 1,023,033
Net loss for the year ended June 30, 2009 (37,346,010)

Balance as at June 30, 2009

Note: The annexed notes 1 to 50 form an integral part of these financial statements.
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IQEBAL ALl LAKHANI

Chairman
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[ 18,638,783

MOHAMMAHID

Chief Executive Officer




Notes to the Financial Statements
for the year ended June 30, 2009

NATURE AND STATUS OF THE COMPANY

1.

2.1

2.2

2.3

3.1

Merit Packaging Limited ("the Company”)} was incorporated on January 28, 1980 1n Pakistan as a public
limited Company under the Companies Ordinance, 1984 and 1s listed on the Karachi Stock Exchange. The
registered office of the Company is situated at Lakson Square Building No. 2, Sarwar Shaheed Road, Karachu.
The Company is mainly engaged in the manufacture and sale of printing and packaging materials.

BASIS OF PREPARATION
Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as applicable
in Pakistan. Approved accounting standards comprise of such International Financial Reporting Standards
(IFRS) i1ssued by the International Financial Accounting Standard Board as are notified under the Companies
Ordinance, 1984, provisions of and directives issued under the Companies Ordinance, 1984. In case requirements
differ, the provisions or directives of the Companies Ordinance, 1984 shall prevail.

Basis of measurement

These financial statements have been prepared under the historical cost convention, except tor the measurement
of derivative financial instruments at fair value and recognition of certain stafl retirements benefits at present
value.

These financial statements have been prepared following accrual basis of accounting except for cash flow
information.

Functional and presentation currency

These financial statements are presented in Pak rupee, which 1s the functional and presentation currency for
the Company and rounded off to the nearest rupee.

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

Standards, interpretations and amendments that have been effective during the year

. IFRS 7 — Financial Instruments: Disclosures (effective for annual periods beginning on or after 28
April 2008) supersedes 1AS 30 — Disclosures in the Financial Statements of Banks and Similar Financial
Institutions and the disclosure requirements of IAS 32 — Financial Instruments: Disclosure and

Presentation. The application of the standard did not have significant impact on the Company's financial
statements other than increase 1n disclosures.

g IAS 29 — Financial Reporting in Hyperinflationary Economies (effective for annual periods beginning
on or after 28 April 2008). The Company does not have any operations in Hyperinflationary Economies
and, theretore, the application of the standard did not affect the Company's financial statements.

® [FRIC 13 - Customer Loyalty Programmes (effective for annual periods begining on or after 01 July
2008) addresses the accounting by entities that operate or otherwise participate in customer loyalty
programmes under which the customer can redeem credits for awards such as free or discounted goods
or services. TThe application of IFRIC 13 did not affect the Company’s financial statements.




Notes to the Financial Statements .
for the year ended June 30, 2009

. IFRIC 14 — IAS 19- The Limit on Defined Benefit Asset, Minimum Funding Requirements and their
interaction (effective for annual periods beginning on or after 1 January 2008) clarifies when refunds
or reductions n future contributions in relation to defined benefit assets should be regarded as available
and provides guidance on minimum funding requirements for such assets.

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

The following standards, interpretations and amendments to approved accounting standards, effective for
accounting periods beginning as mentioned there against are either not relevant to the Company's current
operations or are not expected to have significant impact on the Company's financial statements other than
certain additional disclosures:

Revised IAS 1 - Presentation of Financial Statements Eftective from January 01, 2009
Revised [AS 23 - Borrowing Costs Effective from January 01, 2009
Ammended IAS 27 - Consolidated and Separate Financial Statement Effective from July 01, 2009
Amendments to IAS 32 - Financial Instruments Effective from January 01, 2009
Amendments to [AS 39 - Financial Instruments:

Recognition and Measurement Effective from July 01, 2009
Amendment to [FRS 2 - Share-based Payment Effective from January 01, 2009
Revised IFRS 3 - Business Combinations Effective from July 01, 2009
IFRS 8 - Operating Segments Effective from January 01, 2009
[FRIC 15 - Agreement for the Construction of Real Estate Effective from January 01, 2009
I[FRIC 16 - Hedge of Net Investment in a Foreign Operation Effective from October 01, 2008
IFRIC 17 - Distribution of Non-Cash Assets to Owners Effective from July 01, 2009

The IASB's annual improvements project published in May 2008, contains a number of amendments which
would generally be applicable for financial periods beginning on or after January 1, 2009. These amendments
extend to 35 standards and include changes in terminology and accounting requirements.

4. SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the presentation of these financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.

4.1 Property, plant and equipment

4.1.1 Owned

These are stated at cost less accumulated depreciation and impairment losses, if any, except for leaschold
land, building on leasehold land and plant and machinery which are stated at revalued amount less accumulated
depreciation, if any.

Depreciation is charged using the straight line method, whereby the cost or revalued amount of an asset less
estimated residual value, if not insignificant, is written off over its estimated useful life.

The asset's residual values and useful lives are reviewed at each financial year end and adjusted if impact
on depreciation 1s significant. Full month's depreciation is charged on addition, while no depreciation is
charged (n the month of disposal or deletion of assets.

Incremental depreciation charged for the period on revalued assets is transferred from surplus on revaluation
of fixed assets to unappropriated profit during the year.




Notes to the Financial Statements
for the year ended June 30, 2009

Maintenance costs and normal repairs are charged to profit and loss account as and when incurred. Major
renewals and improvements are capitalised when it is probable that respective future economic benefits will
flow to the Company and the cost of the item can be measured reliably and the assets so replaced, 1if any,
are retired.

Gains and losses on disposal of property, plant and equipment are taken to the profit and loss account, and
the related surplus on revaluation is transferred directly to unappropriated profit.

4.1.2 Leased

Finance lL.eases

Leases where the Company has substantially all the risk and reward of ownership are classified as finance
leases. Asscts subject to finance lease are stated at lower of present value of minimum lease payments under
the lease agreement and the fair value of leased assets. The related obligation under the lease less financial
charges allocated to future period are shown as liabilities.

Depreciation is charged on these assets by applying the straight line method at the rate given in note 5.1 1o
the financial statements.

Financial charges are calculated at the rate implicit in the lease.
Operating leases

Lease payments under operating leases (net of any incentives received from the lessor) are charged to profit
and loss account on a straight line basis over the respective lease term.

4.1.3 Capital Work-in-progress

4.2

4.3

4.4

Capital work-in-progress represents expenditure on property, plant and equipment which are in the course
of construction and installation. Transfer are made to relevant property, plant and equipment category -as
and when assets are available for use. Capital work-in-progress is stated at cost less any identified impairment
loss.

Intangible Assets

These are stated at cost less accumulated amortisation and impairment loss, if any. Amortisation 1s charged
to profit and loss account over the useful life ef the asset on a systematic basis applying the straight line
method.

Software development costs are only capitalized to the extent that future economic benefits are expected to
be derived by the Company.

Stores and spares

Stores and spares are stated at cost which is determined by using weighted average method except for goods
in transit and in bond which are valued at cost comprising invoice value plus other charges paid thereon.
Adequate provision is made for slow moving and obsolete items.

Stock-in-trade

Stock in trade are stated at lower of weighted average cost and net realisable value, except for goods in
transit and in bond which are stated at cost. Cost of work-in-process and finished goods comprises cost of

direct material, labour and appropriate portion of manufacturing overheads. Adequate provision is made for
slow moving and obsolete items.

Net realisable value signifies the estimated selling price in the ordinary course of business less cost necessary
to be incurred to make the sale.




Notes to the Financial Statements
for the year ended June 30, 2009

4.5

4.6

Irade debts and other receivables

Trade debts and other receivables are carried at original invoice amount being the fair value of the consideration
to be received in future. An estimated provision is made against debts considered doubtful of recovery whereas
debt considered irrecoverable are written off

Taxation

4.6.1 Current

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous vyears.

4.6.2 Deferred

4.7

4.8

4.9

4.10

Deterred tax is recognized using the balance sheet hability method in respect of all temporary differences
arising from differences between the carrying amount of assets and liabilities in the financial statements and
the corresponding tax bases. Deferred tax liabilities are generally recognized for all taxable temporary
differences and deferred tax assets are recognized to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences, unused tax losses and tax credits can be utilized.

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

The Company recognizes deferred tax assets / liability on deficit / surplus on revaluation of fixed assets
which 1s adjusted against the related deficit / surplus.

Surplus on revaluation of fixed assets

Surplus arising on revaluation of fixed assets is transferred to "Surplus on Revaluation of Fixed Assets
Account” and amount equal to incremental depreciation charged during the period net of deferred tax effect
1s transferred to profit and loss account. Impairment loss is adjusted against surplus carried for the impaired
assets.

Borrowings and their cost

Borrowings are initially recorded at the proceeds received. In subsequent periods, borrowings are stated at
amortized cost using the effective yield method.

Borrowing costs are recognised as an expense in the period in which these are incurred except to the extent
of borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying

asset. Such borrowing costs, if any, are capitalized as part of the cost of that asset.

Trade and other payables

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

Provisions

A provision is recognized in the balance sheet when the Company has a present legal or constructive obligation
as a result of a past event, it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of obligation. Provisions
are determined by discounting future cash flows at appropriate discount rate where ever required. Provisions
are reviewed at each balance sheet date and adjusted to reflect current best estimate.
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for the year ended June 30, 2009

4.11

4.12

4.13

4.14

4.15

4.16

4.16.1

Cash in hand and at bank are carried at nominal amount.
Impairment losses

The Company assesses at each balance sheet date whether there is any indication that assets other than
stores and spares and stock in trade and deferred tax assets may be impaired. If such an indication exists,
the recoverable amount of the assets is estimated in order to determine the extent of impairment loss, if
any.

Where carrying values exceed the estimated recoverable amount, assets are written down to the recoverable
amounts and the resulting impairment loss is recognized as expense in the profit and loss account, unless
the asset is carried at revalued amount. Any impairment loss of a revalued asset is treated as a revaluation
decrease.

Financial instruments

All the financial assets and financial liabilities are recognised when the Company becomes a party to the
contractual provisions of the instrument. All the financial assets and financial liabilities are recognised
initially measured at cost. which is the fair value of the consideration given or received respectively. In
subsequent period, these are measured at fair value, amortised cost or cost, as the case may be. The particular
measurement methods adopted are disclosed in the individual policy statement associated with each item.
Any gain or loss on recognition / derecognition of the financial assets and financial liabilities is taken to
profit and loss account currently.

Offsetting of financial assets and financial liabilities

Financial asset and financial liability is offset and the net amount is reported in the balance sheet if the
company has a legally enforceable right to set-off the recognised amounts and intends either to settle on
a net basis or to realise the asset and settle the hability simultaneously.

Foreign currency translation

Transactions in foreign currencies are translated into Pak rupees at the exchange rates prevailing at the date
of transactions. Monetary assets and liabilities in foreign currencies are franslated into Pak rupees at the

rates of exchange prevailing at the balance sheet date. Foreign exchange differences are recognised in the
profit and loss account.

Employee retirement benefits

Defined benefit plan

The Company operates an approved funded gratuity scheme for all its permanent employees who have
attained retirement age, died or resigned during service period and have served for the minimum qualification
period. Contributions are made to the fund on the basis of actuarial recommendations. The actuarial valuation
was carried out at June 30, 2009 using the Projected Unit Credit Method in accordance with IAS-19
"Employee Benefits". The Company's policy with regards to actuanal gains/losses 1s to follow minimum
recommended approach under IAS-19 (note 39).

4.16.2 Defined contribution plan

The Company operates a recognised provident fund scheme covering all permanent employees. Equal

contributions are made to the fund by the Company and the employees in accordance with the rules of the
scheme.
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4.16.3 Compensated absences

4.17

4.18

4.19

4.20

4.21

4.21.1

The liability in respect of compensated absences of employees is accounted for in the period in which the
absences accrue.

Revenue recognition

Sales are recorded on dispatch of goods to customers.

Scrap sales are recognized when delivery is made to customers.

Profit on bank deposit and commission on insurance premium is recognised on an accrual basis.
Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents comprise of cash in hand and balance
with banks. Cash and cash equivalents also include bank overdrafts / short term financi ng that are repayable
on demand and form an integral part of the Company's cash management.

Dividend and appropriation to reserve

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

Related parties transactions

Iransactions with related parties are based at an arm's length price method and the transfer price is determined
in accordance with the comparable uncontrolled price method.

Significant accounting judgements and critical accounting estimates / assumptions

The preparation of financial statements in conformity with approved accounting standards requires the use
of certain critical accounting estimates. It also requires management to exercise its judgement in the pProcess
of applying the company's accounting policies. The matters involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the financial statements are as
tollows:

Defined Benefit Plan

Certain actuarial assumptions have been adopted by external professional valuer (as disclosed in note 39)
for valuation of present value of defined benefit obligations and fair value of plan assets. Any changes in
these assumptions in future years might affect unrecognized gains and losses in those years.

4.21.2 Provision for Taxation

The Company takes into account the current income tax law and decisions taken by appellate authorities.
Instances where the Company's view differs from the view taken by the Income Tax Department at the
assessment stage and where the Company considers that its view on items of material nature is in accordance
with law, the amounts are shown as contingent liabilities.

4.21.3 Property, plant and equipment

The estimates for revalued amounts, if any, of different classes of property, plant and equipment, are based
on valuation performed by external professional valuers and recommendation of technical teams of the
Company. The said recommendations also include estimates with respect to residual values and depreciable
lives. Further, the Company reviews the value of the 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 equipments with a corresponding affect on the depreciation charge and impairment.
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4,21.4 Stores, spares and stock-in-trade
The Company has made estimates for realizable amount of slow moving and obsolete stores, spares and
stock-in-trade to determine provision for slow moving and obsolete items. Any future change in estimated

realizable amounts might affect carrying amount of stores, spares and stock-in-trade with corresponding
affect on amounts recagmzed in profit and loss account as provision/reversal.

S OPERATING FIXED ASSETS

5.1  Reconciliation of the carrying amount of operating fixed assets

Building/ Factory Leased
improvements  Plant Furniture tools Plant
Leaschold on leasehold and and Office Computer and Electrical and
Description land land machinery  fixtures Vehicles  equipment equipment equipmeni installation machinery Total
Rupees Rupces Rupees Rupees Rupees Rupees Rllpﬂﬁs Rupees Rupeﬂs Rupees Rupees

Net tﬂrr}'ing value basis ' T " G s B ssavia bl ' i) il h ..... 3

:f'E.‘:l[' E[ldf,‘d Jlll'l[‘ 3“1 Iﬂﬂq | yidad :.EEE:E.%.E-.:: gy 8 P sl T P e A |

Opening nct ook value {NBV) 8355550 RSB sﬁ;m.sﬂ"“ "" 4113,331 S5 wan rmm GBAH SN

Additims: lransterrevaluation (at cost) IARERY: 28 899,088 4983 B} Tﬂ{} _;ssssé,iﬂiiﬁ 569,000 . Bk i id ﬂm% 988 144066081

Disposals {NBV - e (102024) =0 - {0366 s (3 JE‘E}} e A = - (1,497,134
Depreciation chareed % Q4560 - (0657 (117429) m 61?] i MIS} """ {%ﬂ !}“22] {4'939 m ....... mﬁlﬁﬂ L AR08 (T 138)
Closing net hook value 128333325 ML 3:53,2?1,% 752;!}[13_ FEY I,IJS_{} i 00 35,5}'{!,5?6 LI 39106667  #82914.7%

Grross car nmg valug basis L g B sﬁ Lt

yeal ended Junc 30, 2009 PG e g EE o g R

Cost evaltion s neEE T Ames L :".L},&J%#?? SITRHE 858657

Acoumylated depreciation/imparrment - .m0 (110529 % {“ﬁﬁﬁ] {ZM } --------- %ﬁ%ﬁ 10 {182751,004)
Net hook value 28333305 M6 35 1506 BIN 16 6700 36 W’f 6%2.014,7132

Depreciation ratc 1 g o ue L

(% per anmu - 250 to330% e ISR 3% 0% IR A3 0 Wt §.33%

Net carrying valne basis

year ended June 3, 2008

Oipening net bank value 83,335,550 13013 166,433,560 419,905 3.322.191 447 124 1,015,159 14,775,210 4331, 704 M 375607 ITLISO

Additions {C ost} - 25336063 190,654,177 36,158 3,247,900 1 498 742,598 12,141,423 4,321,839 15376100 253100886

Transfer from leased

iasets 10 own assels {NBY) - - 11,631,539 - = - - - - (11.631,539) -

Disposals (NBY) - - (7,345.613) (4429 - [2001) - (10,698) - - [7.3%9,740)
Intertranster of assaw - - - 2576 164370 {608 16,832 {213,169) - - -

Deprectation chargad - (1937805 (2022933 (95, 908) {T69,070) (329.903) | 339 398) (3,278,636) (475,923} {4347135)  (34.503.156)
Closmg net book value 85,855,550 852951 541544382 408,332 5,995,591 939,39 1.235,191 DALLIID 13,679,620 63773083 SRSOTLN09

Gross carrying valne basis

vear ended June 30, 2008

Cost ¢ revaluation 83,355,580 63740348 424540412 931,39 79228335 2,205,877 4,557 476 ), 101,523 13,967 507 75,046,790 TIARIGTY

Accumulated deprecianonimparrment - (20210971 (82996060} (373,067) (1,926 544) (1,266,568)  (3J22285)  (16689413)  (1287887)  (11473707)  (14.746.803)
Ivet ook value 85,335,350 48529371 341544382 48,332 5,995,941 939,300 235191 H A0 13,679,620 63,103 SR0T2509

Depreciaton tate
(% per annum| - 2S0%10333%  L50te20%  333%Ntwl0% 332 3520 Stedl3% 186% o 20% IBwdh  Setokii%
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5.2

Jid

5.4

5.5

3.6

Z009 2008
Note Rupees Rupees

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

Cost of sales 30 43,059,678 30,702,252
General and administrative expenses 31 1,207,576 874,547
Selling and distribution expenses 32 " 459,884 326,357

- 44727138 31,903,156

;-

This includes balance amounting to Rs.44.880 million which has been recognised as surplus on revaluation
of property, plant and equipment during the year.

The company has revalued its leasehold land, building/improvement on leasehold land and plant and machinery
on September 01, 2004 and on June 25, 2009 by an independent valuer M/s. Akbani and Javed Associates on
the basis of market value. This revaluation resulted in net surplus aggregating to Rs.158.943 million. Revalued
assets having revaluation surplus of Rs.8.738 million (2008: Rs. 7.792 million) have been sold to the balance
sheet date.

The incremental value of the leasehold land, building/improvement on leasehold land and plant and machinery
so revalued are being depreciated over the remaining useful lives of these assets at the date of revaluation.

Out of the revaluation surplus, an amount of Rs.142.515 million including land remains undepreciated as at
June 30, 2009 (2008: Rs.99.209 million).

Had there been no revaluation, the net book value of the specific classes of property, plant and equipment

would have been as follows:
Net book value

2009 2008

Rugees Rupees

Leasehold land 3#?3;’ 6085737
Building / Improvements on leasehold land 8,20 37,005,279
Plant and machinery =:.349,195431 338,806,277

376,420,293

The following operating assets were disposed off during the year:

Cost Accumulated Book Sale Mode of
Description revaluation  depreciation value proceeds disposal Particulars of buyer
Rupees Rupees Rupees Rupees
Plant and machinery 3,137,831 2,117,587 1,020,244 862,069 Negotiation ~ Mehmood Art Press - Karachi.
Vehicle 397,616 - 397,616 399,000 Negotiation ~ Ocean Traders - Karachi
400,000 357050 42 950 172.414 Negottation  Tritex Cottn Mills Limited - Karachi
797,616 357,050 440,566 571,414 (An associated Company)
Office equipment 284 625 248 305 36,320 40,000 Negotiation  Shirazi Trading Co. (Pvt) Ltd - Karachi.

Total - 2008 35,492,173 28,102,433 7,389,740 8,300,607
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6. CAPITAL WORK-IN-PROGRESS

Cost
As at Additions Transferred to As at
July 01, during the operating fixed June 30,
Description 2008 year assets 2009
' Rupees Rupees Rupees Rupees
Building / improvements on
leasehold land 10,930,397 20,492 024 28,854 979 2,567,442
Plant and machinery 1,605.250 39,134,816 40,740,066 —
Electrical installations 3,364,273 800,408 4,164,681 —
Advances to suppliers 1,397.316 — 1,397,316 -
Total - 2009 Bn mari 17,297.236 60427248 75,157,042 2,567,442
Total - 2008 51,666,796 198,586,042 232,955,602 17,297,236
2009 2008

Note Rupees Rupees

7. INTANGIBLE ASSETS

Net carrying value basis year ended June 30, 2009

Opening Book Value 2,796,214 801,595
Addition - 2.109,603% 1,994,619
- 4,905,817 2,796,214
Amortisation charge 7.1 764) —
Closing net book value 2,796,214

Gross carrying value basis year ended June 30, 2009

Cost 4,905,817 2,796,214
Accumulated amortisation m _(81,764) £
Net book valie 4,824, 2,796,214

R

whaidda 4

Amortisation rate per annum

7.1 The amortisation charge for the year has been allocated as follows: o Wiy,

Cost of sales g 20,441 | _
General and administrative expenses 3l ..  40,882° =
Selling and distribution expenses 32 - 20,441 _

8. LONG-TERM LOANS

(Secured - considered good) R
Due from employees 81&82 ' =~ 303

958 739,974
Current portion shown under current asset 13 16) (194,016)
545,958

8.1 These represent interest free loans provided to employees for the purchase of motor vehicles in accordance
with the terms of employment and are secured by original registration documents of vehicle and demand
promissory notes. The loans are repayable over a period of five years in equal monthly installments.

8.2 Chief Executive Officer and Directors have not taken any loans and advances from the Company.
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2009 2008
Note Rupees Rupees
9. LONG-TERM DEPOSITS
Deposits A
Security doposits
Leases 6 755,374 6,755,874
Others s 2 622.779 1,369,779
) 37&,@53 8,125,653

10. STORES AND SPARES
Store o
In hand =4 4,282,173 11,848 021
In transit e 344 141 E
T 1"4 5% 314 11,848,021
Spares -
In hand 17,860,344
In transit P 57 223 o
""""" 17 6?3 59i 17,860,344
Provision for slow moving and obsolete stores and spares 10. (2,683,248)
=" : 27,025,117

10.1 Stores and spares include items which may result in fixed capital expenditure but are not distinguishable.

10.2 Provision for slow moving and obsolete stores and spares comprises: T
Balance at the begining of the year i 2,267,908
Provision for the year 600,138
Reversal for the year s (184,798)
Balance at end of the year 2,683,248
11. STOCK-IN-TRADE o
Raw materials % o
In hand 88,506,431
In transit 1,617,755
i 5%@6’?2 90,124,186
Packing materials 1,660,953
91,785,139
Provision for slow moving and obsolete stock in trade (937,006)
90,848,133
Work-in-process 11,434,924
Finished goods | 8,398 352
110,681,409
11.1 Provision for slow moving and obsolete stock in trade comprises: ﬁ% ﬁ i
Balance at beginning of the year %ﬁ%?ﬁ@ﬂﬁ 582,757
Provision for the year 681 @?9 547,568
Reversal for the year (489.808 (193.319)

Balance at end of the year 937,006
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2009 2008
Note Rupees Rupees

................

12, TRADE DEBTS

(Unsecured - considered good)

Due from associated undertakings 12.1 , = 3,907,891
Others 3¢ 51,842,869
x 55,750,760
12.1 This comprises amount receivable from:

Century Paper & Board Mills Limited 1,652,166
GAM Corporation (Private) Limited 497,375
Siza Foods (Private) Limited 275,187

Tetley Clover (Private) Limited =
Colgate Palmolive (Pakistan Limited 1,483,163

3,907,891

13. LOANS AND ADVANCES

Loans (Secured-considered good)

Current portion of long-term loans 8 194,016
Advances (Unsecured-considered good) |
To suppliers 478,890

672,906

14. OTHER RECEIVABLES
(Unsecured -considered good)
Due from associated undertakings

Others

1,390

14.1 This represents amount receivable from Century Insurance Company Limited, in respect of insurance agency
COMMISS1on.

15. TAX REFUND DUE FROM GOVERNMENT

Sales tax recetvables 10,383,748
Special excise duty receivable 0,32( 1,450,320

16. TAXATION - NET

The income tax assessments of the Company have been finalised by the Income Tax Department upto tax year
2008 (accounting year ended June 30, 2008) and adequate provisions have been made in these financial
statements.

17. CASH AND BANK BALANCES

467,515

228,696
696,21]

Cash with banks in current accounts
Cash in hand
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2009 2008

18. ISSUED, SUBSCRIBED AND PAID-UP CAPITAL w* - m

.....

Number of ordinary
shares of Rs.10/- each
2008

1,890,000 Fully paid in cash 18,900,000
2,234,215 Issued as fully paid bonus shares 22,342,150
4,124,215 41,242,150

2,180,341 Shares held by associated undertakings 21,803,410

19. RESERVES

Revenue
General reserve 102,800,060
Unapproprniated profit 10,919,610
113,719,610

20. SURPLUS ON REVALUATION OF FIXED ASSETS

Gross Surplus

Balance as at July 01, 101,902,077
Surplus recognised during the year —
101,902,077
Transfer to unappropriated profit in respect of disposal of
revalued property, plant and equipment during the S
year - (net of deferred tax) 27884 (775,844)
Related deferred tax liability (417,762)
I ¢ 74 ¢ (1,193,606)
Transfer to unappropriated profit in respect of incremental
depreciation charged during the year - (net of deferred tax) el 749, 185) (974,669)
Related deferred tax liability (524.822)
(1,499.491)
Surplus on revaluation of fixed assets as at June 30, 142,515:2 09,208,980
Related deferred tax effect: -
Balance as at July 01, 3197 (5,934,341)
On surplus recognised during the year o735, 828 _
Transferred to unappropriated profit in respect of revalued L )
property, plants and equipment disposed during the year e I~ 417,762
Incremental depreciation charged during the year 03 524,822

)y (4,991,757)
_ Ty 04,217,223
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20.1 Under the requirements of the Companies Ordinance, 1984 the Company cannot use the surplus, except for

21.

21.1

21.2

22,

setting off the losses arising out of the disposal of the revalued assets, losses arising out of the subsequent
revaluation of assets and to set-off any incremental depreciation arising as a result of revaluation.

2009 2008
Note Rupees
LONG TERM FINANCING
From banking company - secured
Morabaha financing 75,004,000
Current portion shown under current liabilities (30,000,000
45,000,000
Unsecured
From sponsor 230,000,000
Current portion shown under current liabilities (30,000,000)
200,000,000
245,000,000
This facility has been obtained from Faysal Bank Limited amounting to Rs. 150.000 million for purchase
of plant and machinery, The rate of mark-up is 1.75% over the three months average rate of Karachi Inter-
Bank Offered Rates (KIBOR) payable quarterly. The rate of mark-up on default is 2% per annum over and
above the mark-up rates applicable.
The tenure of financing is six years including one year grace period. The finance facility is repayable in
twenty equal quarterly installments commencing from March 2006. The purchase price of the facility 1s
Rs.197.503 million.
The finance facility is secured against first pari passu charge on all current and future property, plant and
equipment of the Company to the extent of Rs. 200.000 million (incorporating a 25% margin), including
equitable mortgage on land building,
This facility has been obtained from sponsors of the Company for the purpose of financing capital expenditure
of the Company. The rate of mark-up has been revised to 10% during the period payable quarterly basis
(2008: 3month KIBOR). During the year, the repayment of loan has been rescheduled and the amount 1s now
repayable in twenty equal quarterly installments commencing from July 2010.
LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASES
Secured

Balance as July 01 56,546,539
Additions during the year 15,376,100
71,922,639
Payments dunng the year (14,701,688)
57,220,951
Payable within one year shown under
current liabilities (13,987,293)

43233,658
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This represents finance leases entered into with financial institutions for plant and machinery. Financing rates
ranging from 12.87% to 18.19% (2008: 11.99% to 16.30%) per annum have been used as a discounting factor.
At the end of the lease period the ownership of assets shall be transferred to the Company on payment of
residual value amounting to Rs.6.756 million (2008: Rs.6.756 million). These facilities are secured by demand
promissory notes and security deposits, equal to the residual value of the leased assets.

The future minimum lease payments to which the Company is committed under the lease agreement and the
periods in which they will become due are as follows:

2009 2008
Uptoone  One to five Upto one One to five
Year Years Total Year Years Total
Rupees Rupees Rupees Rupees Rupees

Rupees

Minimum lease payments outstanding 20,550,590 50,576,414 71,127,004
Financial charges not due (6,563,297)  (7,342,756) (13,906,053)
Present value of minimum lease

payments 13,987,293 43233658  57.220951
Payable within one year shown

under current liabilities (13,987,293) —  (13,987,293)

— 43233658

43,233,658

I

23. DEFERRED TAXATION .

Deferred taxation is composed of:
Taxable temporary differences:

Surplus on revaluation of fixed assets 20 5 176 '}*‘f% 4,991,757
Other taxable temporary differences 1,684, 87,363,675
Gross deferred tax liabilities 60, 92,355,432
Deductible temporary differences: E
Carried forward tax losses : 7&“34{} 062 39,113,867
Provision for tumovertax | 2 %?89 613 2,679,072
Provision for slow moving and obsolete items N f_.,S',W 1,267,089
Provision for compensated absences " 869739 667,405
Gross deferred tax assets _' (79 7597513) {43,727,433)
30,181,206 48,627,999
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24.

24.1

24.2

25

26.

2009 2008

Note Rupees Rupees
TRADE AND OTHER PAYABLES W ﬁ
Creditors 68,480,371
Accrued hiabilities 4,257,610
Payable to gratuity fund -
Sales tax and special excise duty payable - net 585,785
Workers' profit participation fund 580,353
Workers' welfare fund 220,534
Advance from customers 599,155
Retention money payable 1,148,263
Short term deposits 37,000
Unclaimed divaidend 128,127
Others 334,078

76,377,276

This includes Rs. 1.16 million (2008: Nil) payable in foreign currency equivalent to Pak Rupee.
Workers' profit participation fund balance comprises as follows:
Balance as at July 01, 2,450,226
Add: Allocation for the year 34 580,353
Interest on funds utilised in the Company's business 35 36,921
3,067,500
Less: Amount paid during the year (2,487,147)
580,353

LA A Dy

..................

e R

......

Mark-up accrued on secured:

Long-term financing 504,411
Liabilities against assets subject to finance leases s By | 961,989
Short-term financing 215 50 352 ” 2,756,156
Mark-up accrued on unsecured: " Ew
Long-term financing &2,329 4,786,077
= 14,312,243, 9,008,633
SHORT-TERM FINANCING
s
From banking companies - secured = -
Running finance 26.1 148,180,186 . 96,592.552

From associated company - unsecured

96,592,552
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26.1

26.2

g

28.

The Company has short term running finance facilities under mark-up arrangements in aggregate of Rs.345.000
miilion (2008: Rs.145.000 million) from various commercial banks having mark-up at rates ranging from
12.64% to 17.37% (2008: 10.39% to 14.81%) per annum calculated on a daily product basis and payable
quarterly. The unutilised balance at the end of the year was Rs.196.820 million (2008: Rs5.48.407 million)

The Company has also a facility for opening letters of credit under mark-up arrangements as at June 30, 2009
amounting to Rs. 195.000 million (2008: Rs, 95.000 million) from various commercial banks. The unutilized
balance at the end of the year was Rs. 195.000 million (2008: Rs. 68.236 million),

These arrangements are secured by pari passu hypothecation charge on stores and spares, stock-in-trade, trade
debts and personal guarantees of the directors.

This facility has been obtained from Siza (Private) Limited for the purpose of working capital requirements
of the Company. The rate of mark-up is 10% per annum.

CURRENT PORTION OF LONG-TERM LIABILITIES

Long-term financing 60,000,000
Liabilities against assets subject to finance leases 13,987,293
73,987,293

CONTINGENCIES AND COMMITMENTS
28.1 Contingencies
There 1s no contingent liability as at the balance sheet date.
28.2 Commitments
The Company was committed as at the balance sheet date as follows:
Capttal expenditure under letters of credit amounted to Nil (2008: Rs.26.764 million).

Capital expenditure excluding letter of credit under contractual obligation amounted to Rs. 0.026
million (2008: Rs.10,704 million).

Capital expenditure for intangible asset under contractual obligation amounted to Nil (2008: Rs.1.400
million).

Stores, spares and raw materials under contractual obligation amounted to Rs.7.40 million (2008:
Rs.1.655 million).
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29.

30.

30.1

2009 2008
Note Rupees
SALES - NET
(Gross sales 652,214,916
Sales tax (88,919,757)
Special excise duty (3,577,121)
557,718,038
COST OF SALES
Materials consumed 372,847,605
Salaries, wages and other benefits 40,907,112
Packing material consumed 8,489,192
Outsource services 3 891,879
Stores and spares consumed 14,938,672
Power and fuel 14,113,428
Depreciation 30,702,252
Amortisation =
Rent, rates and taxes 329,140
Repairs and maintenance 4,452,820
Vehicle running expenses 298,062
Insurance 2,719,648
Lease rentals 61,574
Printing and stationery 148,329
Communication charges 275,206
Traveling and conveyance 1,152,635
Fees and subscription 86,130
Other expenses 317,576
Manufacturing cost 495,931,260
Opening work-1n-process 8,894,693
Closing work-in-process (11,434,924)
(2,540,231}
Cost of goods manufactured 493,391,029
Opening stock of finished goods 8,769,030
Closing stock of finished goods (8,398,352)
370,678
493,761,707

Salaries, wages and other benefits include Rs. 4.276 million (2008: Rs. 2.558 million) in respect of statt
retirement benefits.
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2009

2008

Note Rupee

3J1. GENERAL AND ADMINISTRATIVE EXPENSES TR

.........

Salaries and other benefits 11 1 “"*’k 1{%5,612

Repairs and maintenance 08214
Vehicle running expenses o
Insurance o 198,212
Lease rentals e
Communication Chﬂl'gES M},?}?ﬂ]
Traveling and conveyance 824,952
Fees and subscription 102.697
Depreciation T
Amortisation

Advertisement

Service fee to associated undertakings
Electricity charges

Rent, rates and taxes

Software License Fee
Others

gt

Rupees

12,193,259
157,965
748,401
177,976

61,573
314,677
402,733
262,582

02,998
874,547

93,610
365,498

21,003
108,129

86,736
158,123

16,119,810

31.1 BSalaries and other benefits include Rs,1.493 million (2008: Rs.1.149 million) in respect of staff retirement

benefits.

32. SELLING AND DISTRIBUTION EXPENSES

Salaries and other benefits
Repairs and maintenance
Vehicle running expenses
Insurance

Printing and stationery
Communication charges
Traveling and conveyance
Cartage outward

Fees and subscription

Depreciation
Amortisation
Advertisement
Others

3,523,842
41,571
383,568
59,911
72,852
231,667
250,655
2,328,683
2,100
326,357
8,250
29.894

32.1 Salaries and other benefits include Rs.0.503 million (2008: Rs.0.402 million) in respect of staff retirement

benefits.
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33.

34.

33.

36.

2008

OTHER OPERATING INCOME

Insurance agency commission from associated undertaking

Scrap sales

Gain on disposal of operating fixed assets
Creditors written back

Foreign exchange gain

Rupees

528,677
204,613
910,867

4.450

OTHER OPERATING EXPENSES

Legal and professional

Auditors' remuneration:
Statutory audit
Special reports and sundry services
Out-of-pocket expenses

Commission on sale of machine

Workers' profit participation fund
Workers' welfare fund

Loss on disposal of operating tixed assets
Foreign exchange loss

Director tees

24.2 &

1,648,607

490,271

176,000
144,175
71,360

FINANCIAL CHARGES

Mark-up / interest on :
Long-term financing
Lease finances
Short-term financing
Workers' profit participation fund

Bank charges and commission

2421

391,535
325,496
580,353
220,534
8,998
7,000

2,024,187

15,812,857
6,919,618
6,330,711

36,921

TAXATION

Current - for the year
- for prior years

Deferred

29,100,107
295,320

29,395,427

2,788,590
(176,020)

2,612,570
1,241,802

3,854,372
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36.1 Relation between tax expenses and accounting profit is as follows:

Effective tax rate

2009 2008
Percentage Percentage
_____—_*_'___Wﬁr—————————
Applicable tax rate L3500 35.00
Tax effect of expenses that are not deductible
1n determining taxable profit 146.94
Tax effect of expenses that are deductible in
determining taxable profit (545.29)
Tax effect of available tax losses 361.96
Tax effect of turnover tax 24.79
Tax effect under presumption tax regime 2.41
Tax effect of adjustments in respect of prior years (1.63)
Net effect of deferred tax liability arising due to
taxable temporary differences 11.49
0.67
35.67
2008

37. EARNINGS PER SHARE - BASIC AND DILUTED

? .....

(Loss) / profit after taxation for the year

s

)10) 6.951.792

""::Eiiﬁ%ﬂﬂx

Weighted average number of ordinary shares outstanding 4,742,847

(Loss) / earnings per share - basic and diluted

37.1 Earning per share for the year June 30, 2008 has been computed 1n accordance with the requirements of
Internatinal Accounting Standards 33 “Earnings per share” on account of issue of bonus shares.

38. EVENTS AFTER THE BALANCE SHEET DATE

The Board of Directors in their meeting held on September 25, 2009 has proposed a final dividend of nil per
share, bonus issue of nil (2008: Dividend nil : Bonus shares - 15% ) for approval of the members at the Annual
General Meeting to be held on October 23, 2009. In addition, no appropnation to general reserve (2008: Rs.
4.000 million) has been made by the Board of Directors.

39. DEFINED BENEFIT PLAN

39.1 General description

The scheme provides for terminal benefits for all its permanent employees who qualify for the scheme
at varying percentages of last drawn basic salary. The percentage depends on the number of service
years with the Company. Annual charge is based on actuarial valuation carried out as at June 30, 2009,
using the Projected Unit Credit Method.
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39.2

39.3

39.4

39.5

Notes to the Financial Statements

2009

Liability recognised in balance sheet

Fair value of plan assets
Present value of defined benefit obligation

Actuarial losses / (gains) to be recognised for the later period
Unrecognized non-vested past service cost to be
recogmsed in the later period

Rupees

12,087,000
(20,677.,000)

(8,590,000)
(1,238,000)

9,828,000

Closing net hiability
Movement in the fair value of plan assets

Fair value as at July 01
Expected return on plan assets
Actuarial (losses) / gains
Contribution by the employer
Benefits paid

10,716,000

1,071,000
(950,000)

1,854,000
(604,000)

Fair value as at June 30
Movement in the defined benefit obligation

Obligation as at July 01
Current service cost
Interest cost

Actuarial losses / (gains)
Benefits paid

Past service cost

Obligation as at June 30
Expenses recognised in profit and loss account

Current service cost

Interest cost

Expected return on plan assets
Actuarial gains recognised
Past service cost non-vested

12,087,000

(18,400,000)
(886,000)
(1,840,000)
(155,000)
604,000

Actual return on plan assets

(20,677,000)

886,000
1,840,000
(1,072,000)
(84,000)
614,000

2,184,000

122,000
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39.6 Composition of the fair value of plan assets

2009 2008
Rupees Percentage
Certificate of investment 3,995,000 33%
Term Finance certificate 558,000 5%
Mutual fund 3,120,000 26%
Cash with banks 4.414,000 36%
12,087,000

39.7 The expected contribution to funded gratuity scheme for the year ending June 30, 2010 is Rs.4,591.,000.

2009 2008

Percentage Percentage

39.8 Principal actuarial assumptions

Following were the significant actuarial assumptions used
in the valuation:

Discount rate per annum 12%
Expected rate of return on plan assets per annum 12%
Expected rate of increase 1n salary per annum 11%
2009 2008 2007 2006 2005
Rupees Rupees Rupees Rupees

............ s
BTN

39.9 Comparison of five years
As at June 30,
Fair value of plan assets 12,087,000 10,716,000 7.252.000 4.792.000
Present value of defined

benetit obligation
Deficit in the plan

(20,677,000)  (18.400,000) (17,178,000)  (16,872,000)
(8,590,000)  (7,684,000)  (9,926,000)  (12,080,000)

Experience adjustments

Actuarial (gain) / loss on

plan assets 950,000 (388,000) 246,000 246,000
Actuarial (gan) / loss on
plan liabilities 155,000 (1,099,000) (1,595,000} 410,000
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2009 2008

40. CASH (USED IN)/ GENERATED FROM OPERATIONS

(Loss) / profit before taxation 10.806,164
Adjustment for non-cash charges and other items:
Loss / (gain) on disposal of operating fixed assets (910,867)
Financial charges 29,395,427
Depreciation 31,903,156
Amortisation =
Provision for slow moving and obsolete items 769,585
61,157,301
Profit before working capital changes 71,963,465
Working capital changes (60,182,015)

11,781,450

40.1 Working capital changes

{Increase) / decrease in current assets:
Stores and spares
Stock-in-trade
Trade debts

(8,396,219)
(49,321,158)
(28.,995,708)

Loans and advances (137,337)
Short term prepayments 78,425
Other recervables 309,749
Tax refund due from government (11,874,068)
(98,336,316)
Increase / (decrease) in current habilities:
Trade and other payables (excluding unclaimed dividend) 38,154,301

(60,182,015)




Notes to the Financial Statements
for the year ended June 30, 2009

41. REMUNERATION OF CHIEF EXECUTIVE AND EXECUTIVES

The aggregate amounts charged in the financial statements for remuneration, including all benefits to chief
executive and executives of the Company were as follows:

2009 2008
Chief Chief
Executive Executives Total Executive  Executives Total
nees Rupee

Rupees Rupees

Rupees

Managerial remuneration 5,269,302 1,702,032 2,751,768 4,453,800

House rent 710,940  1,159440 1.870,380
Bonus 282,597 454,328 736,925
Retirement benefits 423,960 775,686 1,199,646

Motor vehicle expenses 157,058 507,130 664,188

Medical Allowances 169,272 271,452 440,724

Hlities w JAPO0 o e WMO00. 33,533 - 33,533

Total 3,479,392 5,919,804 9,399,196

3

41.1  The chief executive and executives are also provided with free use of Company maintained cars,

41.2  Aggregate amount charged in these financial statements in respect of directors fee is Rs.5,000 (2008: Rs.
7,000). No remuneration was paid to any director other than the Chief Executive.

42. TRANSACTIONS WITH RELATED PARTIES

The related parties comprise of related group companies, local associated companies, staff retirement funds,
directors and key management personnel. Transactions with related parties and remuneration and benefits to
key management personnel under the terms of their employment are as follows:
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42.1

42.2

43.

Relation with
the Company Nature of transaction 2009 2008

Note upees Rupees

ST,

R

Associated Sales and services of goods

companies (including fixed assets) 21,944,885
Purchases of goods and services 390,930,826
Short term financing -
Markup on short term financing -
Rent and allied charges 104,963
Insurance agency commission mcome 528,677
Insurance claim received 40,000
Issue of bonus shares (No. of shares) 666,692

Sponsor Long term financing 230,000,000
Markup on long term financing 11,503,477
Issue of bonus shares (no. of shares) 3,408

Retirement Contribution towards employees

benefit plans retirement benefits plans 3,877,293

Key management Compensation in respect of:

personnel Short term employee benefits 7.154,144

Retirement benefits 1,064,542

There are no transactions with key management personnel other than under their terms of employment.

The status of outstanding balances of related parties as at June 30, 2009 are included in “Trade debts” (note
12}, “Other receivables” (note 14) and “Trade and other payables” (note 24) respectively.

CAPACITY AND PRODUCTION

Printing is a service industry involving the processing of printing material on a mix of different size machines
having 1 to 6 colour units. The paper and board used is dependent on the customers' requirements ranging
from 38 gsm to 450 gsm of a large variety of products involving several processes during and post printing.
Due to many variables and complexities involved, the capacity is not determinable.
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44.

YIELD / MARK-UP RATE RISK

Yield/mark-up rate risk is the risk that the value of the financial mstruments will fluctuate due to changes in
the market yield/mark-up rates. Sensitivity to yield/mark-up rate risk arses from mismatches of financial assets
and financial habilities that mature or reprice in a given period. The Company manages these mismatches
through risk management strategies where significant changes in gap position can be adjusted. The Company
is exposed to yield / mark-up rate risk in respect of the following:

Financial assets
Long-term joans
Long-term deposits
Trade debts

Other recervables

Cash and bank balances

Financial liabilities

Long—term financing

Liabilities against assets subject
o finance leases

Trade and other payables

Finantal charges payable

Short-term financing

On balance sheet gap

Off balance sheet itemns
Financial commitments
Capitat expenditure excluding
letters of credit
Stores, spare and raw material
under contractual obligations

2009
Exposed to yield/mark-up rate risk Not exposed
Maturity Maturity Maturity to yield/
Effective yield / upto over one year over Sub- mark-up
mark-up rate Total one year  tofive years five years total rate risk
%o Rupees Rupees Rupees

303,958

e

= 100,766,565
W RS9

P 11,780

-

Total gap
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2008
Exposed to yield/mark-up rate risk Not exposed
Maturity Maturity  Maturity to yield/
Effective yield / upto OVer one year over Sub- mark-up
mark-up rate Total oneyear  tofive years five years total rate risk
% Rupees Rupees Rupees Rupees Rupees Rupees
Financial assets
Long-term loans - 739,974 - - - = 739974
Long-term deposits - 8,125,653 - - - - 8,125,053
Trade debts - 55,750,760 - - - - 53,750,760
Other receivables = 35,938 - - - - 35,938
Cash and bank balances - 696,211 - - - - 696,211
635,348,536 - - - - 65,348 536
Financial liabilities
Long-term financing 10.13- 14.44 305,000,000 60,000,000 {j 245,000,000 — 305,000,000 -
Liabilities against assets subject
to finance leases 15.06-16.24 57,220,951 13,987,293 43,233,658 - 57,220,951 -
Trade and other payables 26.25 75,791,491 580,353 ~ — 580,353 75,211,138
Financial charges payable [1.07-14.81 9,008,633 9,008,633 — — 9,008,633 —
Short-term financing [1.07-14.81 96,592,552 96,592,552 — — 96,592,552 =
(543,013,627)  (180,168,831)  (288,233,658) — (468, 402,489)  (75,211,138)
On balance sheet gap (478,265,091)  (180,168,831)  (288,233,658) - (468,402,4R9) (9,862 ,602)
Off balance sheet items
Financial commitments
Capital expenditure excluding
letters of credit 12,103,888 - - — — 12,103 888
Stores, spare and raw material
under contractual obligations 1,655,119 - - - —~ 1,635,119
(13,759,007) - - — - {13,759,007)

Total gap (492,04.098)  (180,168,831)  (288,233,658) - (468.402,489)  (23,621,609)
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45.1

45.2

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
Risk management policies

The Company’s objective in managing risks is the creation and protection of share holders’ value. Risk is
mherent in the Company’s activities, but it is managed through a process of ongoing identification, measurement
and monitoring, subject to risk limits and other controls. The process of risk management is critical to the
Company’s continuing profitability. The Company is exposed to credit risk, liquidity risk and market risk
(which includes interest rate risk and price risk) arising from the financial instruments it holds.

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

Credit risk

Credit risk represents the accounting loss that would be recognized at the reporting date if counter parties fail
to pertorm as contracted and arises principally from trade and other receivables. The Company’s policy is
to enter into financial contracts with reputable counter parties in accordance with the internal guidelines and

regulator requirements.

Exposure to credit risk

The carrying amounts of the financial assets represent the maximum credit exposures before any credit
enhancentents, The carrying amounts of financial assets exposed to credit risk at reporting date are as under:

S——p— T 5866
Trade debts ._ AQO,%? 33,751
Other I'Eﬂei"fﬂblﬂs i s 749 36
Cash and bank balances .. 583 696

j——

The aging of trade receivable at the reporting date 1s: e

Not past due U " § 46.905
Past due 1-30 days s 2506 7,026
Past due 30-90 days e ik 1,514
Past due 90 days o 306

All the trade debtors at balance sheet date are domestic parties.

To manage exposure to credit risk in respect of trade receivables, management performs credit reviews taking
into account the customer's financial position, past experience and other factors, Where considered necessary,
advance payments are obtained from certain parties. Sales made to certain customers are secured through

letters of credit.
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The exposure to banks is managed by dealing with variety of major banks and monitoring exposure limits

on continuous basis.

Concentration of credit risk

Concentration of credit risk arises when a number of counter parties are engaged 1n similar business activities
or have similar economic features that would cause their abilities to meet contractual obligation to be similarly
affected by the changes in economic, political or other conditions. The Company believes that it is not exposed

to major concentration of credit risk.
Impaired assets

During the year no assets have been impaired.

45.3 Liquidity risk

[,

Liquidity risk is the risk that the Company will encounter di

iculty in meeting its financial obligations as they

fall due. The Company's approach to managing liquidity is to ensure, as far as possible, that it will always
have sufficient liquidity to meet its liabilities when due, under both normal and stress conditions, without
incurring unacceptable losses or risking damage to the Company's reputation. The following are the contractual
maturities of financial liabilities, including interest payments and excluding the impact of netting agreements,

if any:
2009
Carrying  Contractual  Six months Six to One to Two to Over
Amount Cash or less Twelve Two Five Five
Flows months years years years
( Rupees in thousands)
Long term financing
Trade and other payables
Financial charges payable
Retention money payable
Short tenm borrowings
2008
Carrying  Contractual Six months Six to Oneto Two to Over
Amount Cash or less Twelve Two Five Five
Flows months years years years
( Rupees in thousands)
Long term financing 362,271 482080 57,235 59,165 126,725 221,569 17,386
Trade and other payables 74,643 74,643 74,643 - - - -
Financial charges payable 9,609 9,009 9,009 - ~ - =
Retention money payable 1,148 1,148 1,148 - - - ~
Short term borrowings 96,393 96,593 96,593 - - - -
343,614 063,473 238,628 9165 126,725 221,569 17,386
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Market risk

Market risk is the risk that changes in market price, such as foreign exchange rates, interest rates and equity
prices will effect the Company's income or the value of its holdings of financial instruments.

Currency risk

Foreign currency risk is the risk that the value of financial asset or a liability will fluctuate due to a change
in foreign exchange rates. It arises mainly where receivables and payables exist due to transactions entered
into in foreign currencies. The Company's exposure to foreign currency risk is as follows:

2009 2008
Foreign bill payable i Igléﬁ .
Outstanding letter of credits %m S 26,764
Contractual obligation _ RB9T 1,655

Net exposure L e85 28.419

The following significant exchange rates have been applied.

Average rate Reporting date rate
2009 2008 2009 2008
(Rupees)
USD to PKR T 7905 6306 8130 68.20

...................

At reporting date, if the PKR had strengthened by 10% against the US Dollar with all other variables held
constant, post-tax loss / profit for the year would have been lower/higher by the amount shown below, mainly
as a result of net foreign exchange gain on net foreign currency exposure at reporting date.

Average rate Reporting date rate
2009 2008 2009 2008

(Rupees in thuusands}

Effect on (loss) or profit

The weakening of the PKR against US Dollar would have had an equal but opposite impact on the post tax
loss / profits.

The sensitivity analysis prepared is not necessarily indicative of the effects on (loss) / profit for the year and
assets / liabilities of the Company.

Interest rate risk

Interest rate risk 1s the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Majority of the interest rate exposure arises from long term loans
and short teri borrowings. At the balance sheet date the interest rate profile of the Company's interest -bearing
financial instruments 1s as follows:
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2009 2008 2009 2008
Effective rate Carrying amount
(In percent) (Rupees in thousands)
T g T
Financial Liabilities e W

Variable rate instruments

Long term loans 12.66% 362,221

..............

0% 10.87%

Short term borrowings % 184 96,593

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest rates at the reporting date would have decreased / (increased) loss for
the year by the amounts shown below. This analysis assumes that all other vanables, in particular foreign
currency rates, remain constant. The analysis is performed on the same basis for 2008.

Profit and loss

100 bp 100 bp

Increase Decrease

Cash flow sensitivity - Variable rate financial habilities (Rs' 000) e (L0) i 2,366
As at June 30, 2008

Cash flow sensitivity - Varnable rate financial Liabilities (Rs' 000) (4,588) 4,588

The sensitivity analysis prepared 1s not necessarily indicative of the effects on (loss) / profit for the year and
assets / habihties of the Company.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The carrying values of all financial assets and habilities reflected in the financial statements approximate their
fair values. Fair value is the amount for which an asset could be exchanged, or a hability settled, between
knowledgeable, willing parties, in an arm's length transaction.

CAPITAL MANAGEMENT

The Board's policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence
and to sustain future development of the business. The Board of Directors monitors the return on capital,
which the Company defines as net profit after taxation divided by total shareholders' equity. The Board of
Directors also monitors the level of dividend to ordinary shareholders. There were no changes to the Company's

approach to capital management duning the year and the Company is not subject to externally imposed capital
requirements.
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48. DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorized for issue on September 25, 2009 by the Board of Directors of the
Company.

49, CORRESPONDING FIGURES

Corresponding figures have been re-arranged and re-classified, wherever necessary, for the purpose of
comparison. Significant changes made during the year for more appropriate presentation were as follows:

Balance sheet
¥rom To

Accrued liabilities (trade and other payables) Creditors (trade and other payable)

Profit and loss account
From

To

Provision for slow moving obsolete items Material consumed (cost of sales) 5. 94,2
(other operating expenses) W ol @
g
Provision for slow moving and obsolete items Stores and spares consumed (cost of sales) 445,340,
(other operating expenses) T e

Fees and subscription (cost of sales)

Salaries, wages and other benefits (cost of sales) Salaries, wages and other benefits (general and «
administrative expenses)

Fees and subscription (general and administrative Salaries wages and other benefits (general and
expenses) administrative expenses)
Fees and subscription (selling and distribution Salaries, wages and other benefits (selling and
expenses) distribution expenses) -

50. GENERAL

Figures have been rounded off to the nearest rupee.

JIQBAL ALI LA%HANI MOHAMMAHID

Chairman Chief Executive Officer




Form of Proxy

I/'We

of . .

a member of MERIT PACKAGING LIMITED hereby appoint

of or failing him

— of

who is/are also member/s of Merit Packaging Limited to act as my/our proxy and to vote for me/us and on my/our
behalf at the Annual General Meeting of the Sharcholders of the Company to be held on the
23" day of October 2009 and at any adjournment thereof.

Signed this .. day of 2009.

Signature over
Revenue Stamp

Witness 1 Witness 2
Signature Signature
Name - Name
CNIC No. CNIC No.
Address Address
Notes : - 1. The proxy must be a member of the Company.

2. The signature must tally with the specimen signature/s registered with the Company.

£ If a proxy is granted by a member who has deposited his/her shares into Central Depository
Company of Pakistan Limited, the proxy must be accompanied with participant's ID number and
CDC account/sub-account number alongwith attested photocopies of Computenized National
Identity Card (CNIC) or the Passport of the beneficial owner. Representatives of corporate members
should bring the usual documents required for such purpose.

4 The Instrument of Proxy properly completed should be deposited at the Registered Office of the
Company not less than 48 hours betore the time of the meeting,
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