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Operating Results

Net Sales 1,273 1,085 932 922 752
Gross Profit 633 584 541 507 429
Profit Before Tax 333 246 293 259 218
Profit After Tax 318 183 217 200 176
Financial Position

Share Capital 208 174 145 121 100
Beserves_ _ 1,0_67 197 682 5_62 411
Property, Plant and Equipment 742 736 611 551 487
Net Current assets 228 321 313 288 206
Long term / Deferred Liabilities 101 154 207 125 52
Summary of Cashflow Statement

Cash generated from Operations 227 63 184 212 150
Net cash (used in)/generated from Investing aig#it (196) 25 (230) (226) (157)
Net cash used in Financing activities (38) (101) 40 43 (48)
Key Performance Indicators

Gross Profit ratio % 50 54 58 55 55
Profit (PAT) to sales % 25 17 23 22 22
Return on Equity % 25 19 26 29 34
Return on Capital Employed % 20 13 23 24 26
Earning Per Share - Basic & Diluted (Adjustéy. 15 11 15 14 15
Cash Dividend per share Rs. - 1.00 3.00 6.50 4.00
Bonus Share Issued % 20 20 20 20 20
Price Earning ratio % 7 15 21 17 12
Market Price per share Rs. 100 157 309 248 205
Operating Results

Net Sales 1,537 1,189 1,029 1,012 839
Gross Profit 700 605 564 528 446
Profit Before Tax 261 249 296 262 222
Profit After Tax 244 183 217 200 176
Financial Position

Share Capital 208 174 145 121 100
Reserves 1,008 795 681 561 416
Property, Plant and Equipment 1,295 1,273 1,047 818 495
Net Current assets 320 206 297 273 364
Long term / Deferred Liabilities 138 228 241 125 52
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We aim to improve the Quality of Life
through the ethical promotion and sales of

world class medicines at locally relevant prices.

In doing so we will:

Strive to provide best-in-industry
returns to our shareholders.

Be the Second to None in Employee Training,
Reward and Motivation.

Maintain the Highest Levels of Ethics while
focusing on building our portfolio
of Prescription Brands.
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Notice is hereby given that the5" Annual General Meeting (“the Meeting”) ZFEROZSONS
LABORATORIES LIMITED (“the Company”) will be held at its Registered i0df 197-A, The Mall,
Rawalpindi on Thursday, September 29, 2011 at 1R:B0 to transact the following business:

Ordinary Business:
1. To confirm the Minutes of the Extra Ordinary @el Meeting held on July 09, 2011.

2. To receive, consider and adopt the audited Arffinancial Statements of the Company for the year
ended June 30, 2011 together with the Directord’Aurditors’ Reports thereon.

3. To approve the payment of final cash dividehB® 1.25 per share (12.50%) and also the interim
cash dividend of Rs. 1.25 per share (12.50%) deaar February 22, 2011 making a total cash
dividend of Rs. 2.50 per share for the year endad 30, 2011.

4, To approve the issue of Stock Dividend (Bonliar€s) at the rate of 15% in the ratio of three
Bonus Shares for every twenty shares held, foy¢lae ended June 30, 2011 as recommended by the
Board of Directors.

5. To appoint External Auditors for the financialay ending June 30, 2012 and to fix their
remuneration.

Special Business:

6. To consider and pass the following specialloti®m with or without modification:
“RESOLVED THAT in the event of any member holding shares whichnaten exact Multiple of
his/her entitlement, the Directors of the Comparyabd are hereby authorized to sell in the Stock

Market such fractional entittement and to pay tleé proceeds of sale to a charitable institution as
approved by Directors.”

7. To consider and approve the increase in gréassesaof the whole time working Directors inclugin
Chief Executive (Chief Executive Officer) of ther@pany.

8. To transact any other business with the peramssithe Chair.

By the order of the board
Rawalpindi Syed Ghausuddin Saif
August 27, 2011 Company Secretary



Notes:

1.

The Share Transfer Books of the Company wiltlbsed from September 26, 2011 to October 05,
2011 (both days inclusive). Transfers receivedroreoat the office of the Company’s Share Registrar
CorpTec Associates (Pvt.) Limited, 7/3-G, Mushtagm®d Gormani Road, Gulberg Il, Lahore at the
close of business on September 25, 2011 will bémia to be entitled to vote and for the entitlement
of bonus.

A member of the Company entitled to attend\aid at the meeting may appoint another member
as his/her proxy to attend and vote on his/herlbdPraxies to be effective must be received bydfiiee
of the Company’s Share Registrar not less tharod&stbefore the Meeting.

CDC Account Holders will further have to folldtve under mentioned guidelines as laid down by the
Securities and Exchange Commission of Pakistan.

A

B)

For attending the Meeting:

In case of individuals, the account holder dr-aacount holder and/or persons whose securities
are in group account and their registration detagsuploaded as per the Regulations, shall
authenticate his identity by showing his originaingputerized National Identity Card (CNIC),

or original Passport at the time of attending tieeting.

In case of corporate entity, the Board of Dices’ Resolution / Power of Attorney with specimen
signature of the nominee shall be produced at #wting.

For appointing Proxies:
In case of individual, the account holder or-aglbount holder and/or the persons whose securities
are in group account and their registration detagsuploaded as per the Regulations, shall submit

the Proxy Form of another member as per the alsmperement.

The Proxy Form shall be witnessed by two pessehose names, address and CNIC numbers
shall be mentioned on the Form.

Attested copies of CNIC or the passport of tiemeficial owners and the Proxy shall be furnished
wit the Proxy Form.

The Proxy shall produce his original CNIC oigimal passport at the time of meeting.

In case of corporate entity, the Board of Dineg'tResolution/Power of Attorney with specimen
signature shall be submitted, alongwith Proxy Farihe Company.

4. Shareholders are requested to notify the Comp&mare Registrar promptly changes in their addres

if any.
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STATEMENT OF MATERIAL FACTS UNDER SECTION 160 OF
THE COMPANIES ORDINANCE, 1984

PERTAINING TO ITEM NO. 6

The approval of the Shareholders is sought to diage fractional shares resulting from the borssue,
recommended by the Board of Directors in their ingeheld on August 27, 2011 into whole shares and
pay the net proceeds of the sale through stockehtrla charitable institution.

The Directors of the Company have no interest exgpecial business except to the extent of shaes h
by them.

PERTAINING TO ITEM NO. 7

The last increase in the remuneration of the wihiale working Directors including Chief Executive
(Chief Executive Officer) of the Company was apgaby the Board on April 27, 2010. Now, the Boaid o
Directors in their last meeting held on August2F11 proposed the following increases in the sdaof the
working Directors:

. the Chief Executive Officer’s gross salary tat@eased from Rs. 575,000 to Rs. 665,000 per
month,

. the Director/President’s gross salary to be imeee from Rs. 650,000 to Rs. 750,000 per month,

. the Director/GM’s gross salary to be increasethfRs. 450,000 to Rs. 520,000 per month, and

. that these increases in salaries to take effexst fuly 01, 2011 without any change in the othevailing
terms and conditions of service.

Approval of the shareholders is sought to pass avithithout modification the following resolution.

“RESOLVED THAT the gross salaries of the whole time working Doex including Chief Executive
(Chief Executive Officer) be and hereby increasét effect form July 01, 2011 as follows:

Name of Working Directors Designation Current Revied
Mrs. Akhter Khalid Waheed Chairperson/CEO 575,000 65,800
Mr. Osman Khalid Waheed Director/President 650,000 750,000
Mr. Omar Khaild Waheed Director/GM 450,000 520,000

while other prevailing terms and conditions of ga@wvill remain unchanged.”
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We are pleased to present th€ Biinual Report and the Audited Financial Statemehtgur Company for
the financial year ended June 30, 2011 along WwithQonsolidated Financial Statements of its sulrsidi, BF
Biosciences Limited and Farmacia.

A summary of the operating results for the year @pptopriation of the divisible profits as compate@010
is given below:

Individual Consolidated
2010 2010
(Rupees in thousands)

Sales (net) 1,273.375 1,536.683
Gross Profit 633,243 699,542
Profit before tax 332,773 261,433
Taxation (15.231) (17.135)
Profit after tax 317,543 244,298
Profit available for appropriation 1,067,114 1,007,224
Interim cash dividend for YE 2011 - -
@ Rs. 1.25/share (FY 2010: Nil) &
Final cash dividend for FY 2011
@ Rs.1.25/share(FY 2010: Rs. Nil/share) - -
Bonus shares for the FY 2011 @15%
(FY 2010: 20%) (41,666) (41,666)

The net sales of your Company’s operations showeih@ease of 12.83%. Despite the difficult ecoromi
conditions prevailing in our country, we are plebtereport that your Company was able to impramopmance
with a positive sales growth and was able to ¢lusgear with Net Sales of Rs. 1.436 Billion.

In terms of its consolidated net sales the Company
achieved a land mark by crossing Two Billion Break up of Income
Sales, hence achieved a growth of 43% silPhanna Ssies
comparison with last year. It is pertinent to nuamti e
that growth of 127% in the sales of the subsidiary
company Bf Biosciences Limited was the major
contributor in achieving this landmark.

Share of
" Famnadia income
" Other 5% 1%
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The Gross profit of your Company grew by 15.33%levthe Net profit after tax reduced by 5.57% tcselo
at Rs. 300.988 million for the year. The overalcrdase in net margins was further effected by your
Company'’s increased marketing spend due to mayestments in local and export markets. We are lubpef
that return on these investments will be availsiblae company in years to come.

On the export front our newly formed export deparihwas able to achieve commitments of one mili@D in
current year, out of which 75% were materializefdteeyear end and the rest subsequently. Simulishewe are
in phase of product registration in certain Afrieendl Central Asian countries as well.

A summary of key operating and financial data Break up of Cost
of the individual and consolidated financial
statements for the last six years is annexed. u Costof Sales Rogaiandia

Based on the net profit for the year ended June = Sullng B ITH
30, 2011 the earnings per share (EPS) stand at
Rs. 12.04 per share, compared to an adjusted o Phikaaan 14
EPS of Rs. 12.70 on the expanded capital of Rs. W Ofhver 2%
249.994 Million after issuance of bonus shares

during the year.

The Directors have recommenced a final cash didddri2.50% i.e. Rs. 1.25 per 10- Rupees shameglis
as a stock dividend (bonus shares) @ 15% i.e. #ivaees for every twenty shares held. Added tanteeim

cash dividend of 12.50% declared earlier duringyter, this would amount to a total payout of 4@¥the

year ended June 30, 2011.

These appropriations will be accounted for in thbsequent financial statements, in compliance thith
revised Fourth Schedule of the Companies Ordinda&.

We strongly believe that the IT function plays agpal role in achieving business growth and progres
hence, we intend to aggressively invest in buildirggrong IT infrastructure for the Company.

The Company’s new ERP system has also become mpatatvith effect from July 1, 2011. We hope that

during current year we will be able to see the fisnef change in form of improved, timely and acte
financial reporting generated through new ERP.

10
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The Board of Directors and the Company remain cdtachito the principal of good corporate management
practices with the emphasis on transparency atbdiges. The Board and management are cognizémsiof
responsibility and monitor the operations and perémce to enhance the accuracy, comprehensivendss a
transparency of financial and non-financial infotioa

The Company is fully compliant of Code of Corpor@evernance and as per the requirements of listing
regulations, following specific statements are ggjiven hereunder:

*  Proper books of account of the Company have bregntained.

* The financial statements prepared by the managewf the Company present fairly its state of
affairs, the results of its operations, cash flawd changes in equity.

» Appropriate Accounting Policies have been caesily applied in preparation of the company’s
financial statements which conform to the Intéomal Accounting Standards as applicable in Pakista
The accounting estimates, wherever required,asedoon reasonable and prudent judgment.

* The systems of internal controls are sound sigieand have been effectively implemented by
the management and monitored by the internal @ualkt well as the as Board’s Audit Committee.
The Board reviews the effectiveness of establigitednal controls through the Audit Committee
and suggests, whenever required, further impromeimehe internal control system. The internal
controls are also reviewed by the external awglitor

» There are no significant doubts upon the Comgaalllity to continue as a going concern.

» There has been no material departure from thiepbastices of Corporate Governance as detailed
in the Listing Regulations.

» The Company does not envisage corporate restngtar discontinuation of its operations in the
foreseeable future.

* Al major Government levies in the normal couo$dusiness, payable as on June 30, 2011 have
been cleared subsequent to the year end.

The values of investments of employees’ providantfbased on latest audited accounts as of Jurk930,
are Rs. 118.528 million.

11
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Your Company prides itself in being a responsiblgarate citizen and playing its role in supporhealth and
literacy efforts in the country. This year, we anoed our support to the scholarship program atthelS

School of Science & Engineering. We also extendedcontributions towards the Citizen Foundation Bddi

Welfare Trust.

The information regarding the meetings of the badrdirectors held during the year ended June G801 2s
annexed.

The issued, subscribed and paid up capital ofahgany as at June 30, 2011 was Rs. 249.994 million.

The statement indicating the number of shareholdersn June 30, 2011 and their categories fornfiag t
pattern of shareholding as required under the ©b@mrporate Governance is annexed.

The net sales of BF Biosciences Limited were R8.&8 million against a figure of Rs. 332.004 raili
last year hence showing 127% growth over last y@aving to local production, gross profitability has
increased substantially by Rs. 368.838 million. IMBich is the leading provider of information sees for
the healthcare industry has awarded a certificatheé Company for achieving over Rs. 200 milliofesaf
PegINF being the highest ever IMS reported sald3akistan Pharma Market for any new product lawhche
within 12 months. During the first year of prodootthe Company was able to participate in govemime
tenders where it has successfully supplied ovemiillfon vials of INFA to the Federal and provintia
governments for the treatment of Hepatitus C thiesving the potential to supply in bulk also.

Farmacia, the Company’s retail venture has alscahsatisfactory year. In the current year it cboted Rs.
11.775 Million to the company’s net income agaRst 8.007 Million last year.

The Auditors Messrs KPMG Taseer Hadi & Co, Chadekecountants retire at the ensuing Annual General
Meeting and are eligible for reappointment as AwditThe Audit Committee in their meeting held argast 27,
2011 has recommended the re-appointment of Med3iG< Taseer Hadi & Co., Chartered Accountants as
auditors for the financial year ending June 302201

12
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At the end, we would like to thank our valued costos for their continued trust in our products. #e
making all efforts to widen the range of our pradueith the highest of quality standards. We ahsmk our
vendors, distributors and financial institutions theeir extended cooperation.

We would also like to register our appreciationtigless efforts of the Company’s management &afl at
all levels. Without their dedication and hard wdtte financial and operational results reflectethia report
would not have been possible.

On behalf of the Board

Rawalpindi (Mrs. Akhter Khalid Waheed)
August 27, 2011 Chairperson & CEO

13
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This statement is being presented to comply wighGbde of Corporate Governance (the Code) as nedtin

the listing regulations of the Stock Exchangesalifan for the purpose of establishing a framevedrood
corporate governance, whereby, a listed companyaraged in compliance with the best practices of
corporate governance.

The company has applied the principles containgdarCode in the following manner:

1. The company encourages representation of independerexecutive directors on its Board of
Directors. At present the Board includes five iretegent non-executive directors out of a total gtieiof
eight directors.

2. The directors have confirmed that none of treegseiving as a director in more than ten listedpammies,
including this Company.

3.  Allthe resident directors of the Company agistered as Taxpayers and none of them has aefault
payment of any loan to a banking company, a DRIONBFI or, being a member of stock exchange, has
been declared as a defaulter by that stock exchange

4.  Two casual vacancies occurred in the Boardirgfdibrs during the year ended June 30, 2011 which
were subsequently filled up by the Board of Diresia their meeting held on September 18, 2010.

5.  The company has prepared a “Statement of Etinid8Business Practices” which has been signed by
all the directors and employees of the Company.

6. The Board has developed vision, mission angegadtatements and significant policies of the Goyp
A complete record of the particulars of significaalicies along with the dates on which they were
approved or amended has been maintained. The atepsirategy of the Company is reviewed and
approved by the Board along with the annual plan.

7.  All the powers of the Board have been duly@ged and decisions on material transactions,dnadu
appointment and determination of remuneration anehg and conditions of employment of the Chief
Executive Officer (CEO) and other executive diresthave been taken by the Board.

8.  The meetings of the Board were presided ovéhdhairman/Chairperson. The Board met five times
during the year ended 30 June 2011 including amexéry quarter to approve the financial statemeints
the Company. Following the Best Practices of CafmiGovernance, the Board met to review and
approve the annual plan and budget of the Comp&niften notices of the Board meetings, along with
agenda and working papers, were circulated at $sasin days before the meetings. The minutes of the
meetings were appropriately recorded and circulatéthe.

9.  In house orientations for the Directors weredcted to apprise them of their duties and redpititiess
and to brief them regarding amendments in the Corep#@rdinance/Corporate Laws.

10. There was no new appointment of Company Segré&hief Financial Officer and Internal Auditors
during the year.

11. The Directors’ Report for this year has bepared in compliance with the requirements ofdbde
and fully describes the salient matters requirdgktdisclosed.

14
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12.

13.

14.
15.

16.

17.

18.

19.

20.

21.

22.

The financial statements of the Company wehgehdorsed by CEO and CFO before approval of
the Board.

The Directors, CEO and Executives do not hoidiaterest in the shares of the Company other than
that disclosed in the pattern of shareholding.

The Company has complied with all the corpoaatfinancial reporting requirements of the Code.

The Board has formed an Audit Committee. It jpases of three members, all of whom including the
chairman are non-executive directors.

The meetings of the Audit Committee were eléast once every quarter prior to approval tefim
and final results of the Company as required byGbde. The terms of reference of the committee
have been formed and advised to the committeeofopbance.

The statutory auditors of the company havédirrned that they have been given a satisfactorggat

under the quality control review programme of thetitute of Chartered Accountants of Pakistan,

that they or any of the partners of the firm, thgpouses and minor children do not hold shares of
the Company and that the firm and all its partragesin compliance with International Federation of

Accountants (IFAC) guidelines on code of ethicsadspted by Institute of Chartered Accountants of
Pakistan.

The Board has set-up an effective internat &uttion. This function has been outsourcednasE&

Young Ford Rhodes Sidat Hyder & Co., Chartered Antants, who are considered suitably qualified
and experienced for the purpose and are convenstimthe policies and procedures of the Company,
and they (or their representatives) are involvatiéninternal audit function on a full time basis.

The statutory auditors or the persons assatwaith them have not been appointed to provideroth
services except in accordance with the Listing Reiguns and the auditors have confirmed that they
have observed IFAC guidelines in this regard.

The related party transactions have beenglaafere the audit committee and approved by tleedo
of Directors to comply with the requirements otifig regulations of the Karachi Stock Exchange
(Guarantee) Limited.

The Management of the Company is committe@tal gorporate governance, and appropriate steps
are taken to comply with the best practices.

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

For and behalf of Board of Directors

Rawalpindi (Mrs. Akhter Khalid Waheed)
August 27, 2011 Chairperson & CEO

15
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A total of Five Board Meetings were held during Bieancial Year 2010-2011 on the following dates:

September 18, 2010
October 21, 2010
February 22, 2011
April 23, 2011

May 28, 2011

The detail of attendance by Directors is as under:

Director Number of meetings attended
Mrs. Akhter Khalid Waheed
Mr. Osman Khalid Waheed
Mrs. Munize Azhar Piracha
Mr. Omar Khalid Waheed
Mr. Faroog Mazhar

Mr. Nihal Cassim

Mr. M. M. Ispahani

Dr. Farid Khan

Mr. Shahid Anwar

WWhworN b~ OO

Leaves of absence were granted in all cases totbise

For and behalf of the Board of Directors

Rawalpindi (Mrs. Akhter Khalid Waheed)
August 27, 2011 Chairperson & CEO

16



KPMG Taseer Hadi & Co.
Chartered Accountants

We have reviewed the Statement of Compliance vhbtest practices contained in the Code of Conporat
Governance prepared by the Board of Directord@fozsons Laboratories Limited(“the Company”)

to comply with the Listing Regulations of Karachiahore and Islamabad Stock Exchanges where the
company is listed.

The responsibility for compliance with the CodeGiurporate Governance is that of the Board of Dimsct

of the Company. Our responsibility is to review,th@ extent where such compliance can be objegtivel
verified, whether the Statement of Compliance otflehe status of the Company’'s compliance with the
provisions of the Code of Corporate Governance raport if it does not. A review is limited primarito
inquiries of the Company personnel and review afous documents prepared by the Company to comply
with the Code.

As part of our audit of financial statements we @guired to obtain an understanding of the acdognt
and internal control systems sufficient to plan ¢helit and develop an effective audit approach. aie

not required to consider whether the board’s statgnon internal control covers all risks and calstro
or to form an opinion on the effectiveness of simtbrnal controls, the company’s corporate govecaan
procedures and risks.

Further, listing Regulations of the Karachi, Laharel Islamabad stock exchanges require the Contpany
place before the Board of Directors for their cdesation and approval related party transactions
distinguishing between transactions carried outeyms equivalent to those that prevail in arm’sgthn
transactions and transactions which are not exeéaittarm'’s length price recording proper justificatfor
using such alternate pricing mechanism. Furthesugh transactions are also required to be sehagaced
before the audit committee. We are only requiredi lzave ensured compliance of requirement to thenext
of approval of related party transactions by thaf8of Directors and placement of such transactiefisre

the audit committee. We have not carried out angguures to determine whether the related partgdrtions
were under taken at arm’s length price or not.

Based on our review, nothing has come to our adterwhich causes us to believe that the Statemient o
Compliance does not appropriately reflect the Camisacompliance, in all material respects, with thest
practices contained in the Code of Corporate Geverd as applicable to the Companyfor the year ended
30 June 2011.

Lahore: Chartered Accountants
August 27, 2011 (Kamran Igbal Yousafi)

17
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KPMG Taseer Hadi & Co.
Chartered Accountants

We have audited the annexed balance shéatrozsons Laboratories Limited (“the Company”)as at 30 June
2011 and the related profit and loss account, reaté of comprehensive income, cash flow statemedt a
statement of changes in equity together with thesifmrming part thereof, for the year then endetiee state
that we have obtained all the information and exaians which, to the best of our knowledge andhelere
necessary for the purposes of our audit.

It is the responsibility of the Company’s managenterestablish and maintain a system of internatroh and
prepare and present the above said statementgfiormity with the approved accounting standards ted
requirements of the Companies Ordinance, 1984. @sponsibility is to express an opinion on these
statements based on our audit.

We conducted our audit in accordance with the sugdétandards as applicable in Pakistan. Theselsst@s
require that we plan and perform the audit to obtaiasonable assurance about whether the above said
statements are free of any material misstatememtaddit includes examining, on a test basis, edéden
supporting the amounts and disclosures in the abaig statements. An audit also includes asse#ising
accounting policies and significant estimates maglemanagement, as well as, evaluating the overall
presentation of the above said statements. Wevbketigat our audit provides a reasonable basis dior o
opinion and, after due verification, we report that

a) inour opinion, proper books of account haventept by the Company as required by the Companies
Ordinance, 1984,

b) in our opinion:

i)  the balance sheet and profit and loss accagetier with the notes thereon have been drawn
up in conformity with the Companies Ordinance, 1984d are in agreement with the books of
account and are further in accordance with acaogipivlicies consistently applied;

i) the expenditure incurred during the year wastie purpose of the Company’s business; and

iii) the business conducted, investments madetla@adexpenditure incurred during the year were in
accordance with the objects of the Company;

c) inour opinion and to the best of our inforrmatand according to the explanations given tohes, t
balance sheet, profit and loss account, statenfeacbroprehensive income, cash flow statement and
statement of changes in equity together with thiesadéorming part thereof conform with approved
accounting standards as applicable in Pakistan, gnd the information required by the Companies
Ordinance, 1984, in the manner so required anctegisply give a true and fair view of the statethaf
Company’s affairs as at 30 June 2011 and of thét,pits comprehensive income, its cash flows and
changes in equity for the year then ended; and

d) in our opinion, Zakat deductible at sourcearritle Zakat and Ushr Ordinance, 1980 (XVIII of @p8
was deducted by the Company and deposited inghtrdl Zakat Fund established under section 7 of
that ordinance.

Lahore: Chartered Accountants
August 27, 2011 (Kamran Igbal Yousafi)
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The annexed notes from 1 to 39 form an integralgfadhese financial statements.

Share capital
Capital reserve

Unappropriated profit

Long term financing - secured
Deferred liability for taxation
Derivative Liability-Interest Rate Swap

Trade and other payables

Accrued mark-up on long term financing

Current portion of long term financing

Current portion of liabilities against assets
subject to finance lease

Short term borrowing

Rawalpindi
August 27, 2011
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Note

o s~

10

11

12

2010
(Rupees)

208,328,786
321,843
1,067,114,429

1,275,765,058
242,020,812

42,562,500
58,329,176
140,174

101,031,850

154,732,360
1,634,970
56,750,000

475,003
36,528,049

250,120,382

1,868,938,102

Director



Property, plant and equipment
Long term investments
Long term loan

Long term deposits

Stores, spare parts and loose tools
Stock in trade

Trade debts-considered good
Current portion of long term loan
Loans and advances-considered good
Deposits and prepayments
Interest accrued

Advance income tax - net

Other receivables

Short Term investments

Derivative asset-interest rate swap
Cash and bank balances

Note

13
14
15

16
17

15
18
19

20
21
22

23

2010
(Rupees)

742,280,446
222,813,836
425,000,000

1,053,400

4,640,630
296,402,640
45,215,438

13,228,405
11,129,809

81,090,608
1,100,901
9,714,907

15,267,082

477,790,420

1,868,938,102

Chairperson & CEO
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2010
Note (Rupees)
Sales- net 24 1,273,374,822
Cost of sales 25 (640,132,304)
633,242,518
Other operating income 26 43,434,507
Administrative expenses 27 (83,262,197)
Selling and distribution cost 28 (234,076,533)
Finance cost 29 (5,752,880)
Other charges 30 (28,819,846)
Share in profit of Farmacia -
98% owned partnership firm 8,007,646
332,773,215
Provision for taxation 31 (15,230,540)
317,542,675
Earnings per share - basic and diluted 32 12.70
The annexed notes from 1 to 39 form an integralgfahese financial statements.
Rawalpindi
August 27, 2011 Director Chairperson & CEO

24



FEROZSONS A
| A ;.:""::"I:'..l'.-"‘:_E:| = I E | l‘-_‘-'&- ;‘ET
[y
2010
(Rupees)
317,542,675
Other comprehensive income -
317,542,675
The annexed notes from 1 to 39 form an integralgfahese financial statements.
Rawalpindi
August 27, 2011 Director Chairperson & CEO
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M
2010
Note (Rupees)
Cash flow from operating activities
Profit before taxation 332,773,215
Adjustments for:
Depreciation 49,698,417
Loss/ (profit) on disposal of property, plant aggipment (5,765,691)
Finance costs 5,752,880
Provision for Workers profit participation fund 15,507,545
Provision for Workers’ Welfare Fund 8,340,228
Provision for Central Research Fund 3,344,013
Provision for employees benefit 917,567
Gain/ (loss) on remeasurement of short term inverstsn 1,628,060
Dividend income, profit on bank deposits & comnuossi (37,668,816)
Interest income -
Long term investments written off -
Fair value adjustment on interest rate swap -
Share in profit of Farmacia-98% owned subsidiam fi (8,953,016)
-3,746,556
Operating profit before working capital changes 366,519,771
(Increase)/decrease in current assets
Stores and spares (1,011,785)
Advances, deposits, prepayments and other recessabl 15,471,003
Stock in trade (23,414,291)
Trade debtors 4,330,269
(4,624,804)
Increase/(decrease) in current liabilities
Trade and other payables ----55,069
Cash generated from operations 369,450,036
Finance cost paid (22,453,346)
Income tax paid 92,313,240
Payment to Workers’ Profit Participation Fund 12,891,516
Payment to Workers’ Welfare Fund (4,914,476)
Payment to Central Research Fund (10,011,722)
--(142,584,300)
Net cash generated from operating activities 226,865,736
Cash flow from investing activities
Fixed capital expenditure (82,988,607)
Proceeds from sale of property, plant and equipment 8,034,942
Markup on long term loan received -
Dividend income, profit on bank deposits & comnuossi 75,037,623
Decrease in long term loan (226,375,000
Purchase of short term investments (6,109,752
Proceeds from encashment of short term investments 36,623,330
Long term deposits (84,030)
Net cash used in investing activities (195,861,494)
Cash flow from financing activities
Repayment of long term finances (56,750,000)
Payment of liabilities against assets subjectiarite lease (983,653)
Proceeds from short term borrowings 36,528,049
Derivative interest rate swap -
Dividend paid (16,814,563)
Net cash used in financing activities --8,020,167)
Net increase in cash and cash equivalents (7,015,925)
Cash and cash equivalents at the beginning of thegr -2,283,007
Cash and cash equivalents at the end of the year 23 15,267,082
The annexed notes from 1 to 39 form an integrdlgfdhese financial statements.
Rawalpindi
August 27, 2011 Director Chairperson & CEO
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Balance as at 01 July 2009

Total Comprehensive income for the period
Surplus transferred to unappropriated profit
in respect of:
-incremental depreciation charged during
the year- net of tax

Final dividend for the year ended 30 June 2009
Re 1.00 per share

Bonus shares issued at 20% for the year ended
30 June 2009

Balance as at 30 June 2010

Balance as at 01 July 2010
Total Comprehensive income for the period

Surplus transferred to unappropriated profit in
respect of ;
-incremental depreciation charged during the
year- net of tax
-disposal of fixed assets during the year

Interim dividend for the year ending 30 June 2011

Rs. 1.25 per share
Bonus shares issued at 20% for the year
ended 30 June 2010

——
g i N
Revenue reserve
Share Capital Unappropriated Total
capital reserve profit
(Rupees) (Rupees) (Rupees) (Rupees)
173,607,322 321,843 796236 970,129,401
- - AZ,675 317,542,675
- - 5,453,714 5,453,714
- - (17,360,732)  (17,360,732)
34,721,464 - (34,721,464) -
208,328,786 321,843 708,429 1,275,765,058
208,328,786 321,843 1,084,429 1,275,765,058
- - 38D,310 300,987,810
- - 6,744,289 6,744,289
- - 158 1,361,536
- - 8,105,825 8,105,825
- - (31,249,131)  (31,249,131)
41,665,754 - (41,665,754) -

The annexed notes from 1 to 39 form an integrdlgfdhese financial statements.

Rawalpindi
August 27, 2011

Director

Chairperson & CEO
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Ferozsons Laboratories Limited (“the Company”) waiporated as a private limited company on 28th
January 1954 and was converted into a public laritampany on 8th September 1960. The Companyasl list
on the Karachi, Lahore and Islamabad stock exclsarfigiee Company is primarily engaged in the manufact
and sale of pharmaceuticals products and its ergibtoffice is situated at 197-A, The Mall, Rawalpiaod

the factory is located at Amangarh, Nowshera-KhybditHeéan Khwa. The Company is domiciled in
Rawalpindi, Pakistan.

These financial statements have been preparedcordamce with the approved accounting standards as
applicable in Pakistan. Approved accounting stadgl@omprise of such International Financial Reporti
Standards (IFRS) issued by the International ActiogrStandards Board as notified under the prowssio

of the Companies Ordinance, 1984, provisions of dinglctives issued under the Companies Ordinance,
1984. In case, the requirements differ, the promisior directives of the Companies Ordinance, 1984l
prevail.

Standards, amendments or interpretations whichnieeeffective during the year

During the year certain amendments to Standardsear interpretations became effective, however, the
amendments or interpretation did not have any mahédfect on the financial statements of the Camgpa

New / revised accounting standards, amendmentsititisped accounting standards, and interpretatiosis
are not yet effective.

The following standards, amendments and interfetaiof approved accounting standards are onlytefée
for annual periods beginning from the dates spmtificlow. Except for the amendment in International
Accounting Standard (IAS) 19 which results in imiag recognition of actuarial gains or losses avised
basis of calculation for net finance costs, theéaadards are either not relevant to the Comparpésations

or are not expected to have a significant impacthenCompany’s financial statements, other thareased
disclosures in certain cases:

. Presentation of Items of Other Comprehensive Income (Aments to IAS 1, ‘Presentation of
Financial Statements’) effective for annual peribeginning on or after 1 July 2012.

. Deferred Tax: Recovery of Underlying Assets (Aoheents to IAS 12) effective for annual periods
beginning on or after 1 January 2012.
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. IAS 19, ‘Employee Benefits’ (Amended 2011) effeetfor annual periods on or after 1 January 2013.

. Prepayments of a Minimum Funding Requirement (Adneents to International Financial Reporting
Interpretations Committee (IFRIC) Interpretatior) &#ective for annual periods beginning on orrafte
1 January 2011.

. IAS 24, ‘Related Party Disclosures’ (Revised 20&f€ective for annual periods beginning on orrafte
January 2011.

. Disclosures - Transfers of Financial Assets (Admeents to IFRS 7) effective for annual periods
beginning on or after 1 July 2011.

These financial statements have been preparea distbrical cost basis except that certain itehpsaperty, plant
and equipment are stated at revalued amounts amdtriment in listed securities and derivative fim@nc
instruments are stated at their fair values. Thihoaks used to measure fair values are discusstaerfim their
respective policy notes.

These financial statements are separate financial statements of thEargom which investments in
subsidiaries are accounted for on the basis oftdaguity interest rather than on the basis of tegaresults.
Consolidated financial statements are preparedatefya

These financial statements are presented in Falipee (PKR) which is the Company’'s functionatenay.
All financial information presented in PKR has beeanded off to the nearest thousand, unless otberw
stated.

The preparation of financial statements in conformityh the approved accounting standards requires
management to make judgments, estimates and agsusnibtat affect the application of policies angdoréed
amounts of assets and liabilities, income and esgeerThe estimates and associated assumptionasze dn
historical experience and various other factor$ dina believed to be reasonable under the circaoetathe
results of which form the basis of making judgmabut carrying value of assets and liabilities trat not
readily apparent from other sources. Actual resndtg differ from these estimates.

The estimates and underlying assumptions are reviewech amgoing basis. Revisions to accounting
estimates are recognized in the period in whidmests are revised if the revision affects only g&iod, or in
the period of the revision and any future peridtiscted.

Judgments made by the management in the applicdtigproved accounting standards that have signifieffect

on the financial statements and estimates withgaifisiant risk of material adjustment in the nexiay are
discussed in the ensuing paragraphs.
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Property, plant and equipment

The Company reviews the useful lives of propertsinipand equipment on regular basis. Any changben
estimates in future years might affect the carry@mgounts of the respective items of property, pkamd
equipment with a corresponding effect on the degiien charge and impairment.

During the current year the depreciation rate ofage buildings have been revised from 5% to 10%ceS
the related effect on the depreciation expenseiwémt and future periods is immaterial hence & hat been
disclosed.

Stores, spare parts, loose tools and stock in trade

The Company reviews the stores, spare parts, mode and stock in trade for possible impairmentaon
annual basis. Any change in the estimates in futeags might affect the carrying amounts of thgeetve
items of stores, spares parts and loose toolsteridia trade with a corresponding affect on thevigion.

Provison againg trade debts, advances and other receivables

The Company reviews the recoverability of its trdeébts, advances and other receivables to assessiaof
bad debts and provision required there againshioneh basis.

Provisons

Estimates of the amount of provisions recognizedlmsed on current legal and constructive requireame
Because actual outflows can differ from estimates tb changes in laws, regulations, public expecist
technology, prices and conditions, and can takeeptaany years in the future, the carrying amounts of
provisions are regularly reviewed and adjustedke account of such changes.

Taxation

The Company takes into account the current incardaws and decisions taken by appellate autharitie
Instances where the Company’s view differs from the vidkertaby the income tax department at the
assessment stage and the Company considers tiatiten items of material nature is in accordanitk law,

the amounts are shown as contingent liabilities.

Salaries, wages and benefits are accrued in the period ah e associated services are rendered by
employees of the Company and measured on an undiedobasis. The accounting policy for employee
retirement benefits is described below;

Staff provident fund

The Company operates a recognized provident fura @efined contribution plan for employees whoilfulf
conditions laid down in the trust deed. Provisimmiade in the financial statements for the amoaydle by
the company to the fund in this regard. Contribui® made to the fund equally by the company aed th
employees at the rate of 10% of basic salary.

Compensated absences

The Company provides for compensated absencets femployees on unavailed balance of leave inghied
in which leave is earned.
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Taxation for the year comprises current and defeia®. Taxation is recognized in the profit ands lascount
except to the extent that it relates to items recognized outsidié gnd loss account (whether in other
comprehensive income or directly in equity), if aimywhich case the tax amounts are recognizeddeupsofit
and loss account.

Provision for current taxation is based on taxafb®me for the year at the applicable tax ratesr aftking
into account tax credit and tax rebates, if anyaamdadjustment to tax payable in respect of puswears.

Deferred tax is accounted for using the balancetdsiability method in respect of all temporaryfeii€nces
arising from differences between the carrying armhadfrassets and liabilities in the financial stadets and
the corresponding tax bases used in the computatidaix. Deferred tax liabilities are generally agnized
for all taxable temporary differences and defeteedassets are recognized to the extent to whishpitobable
that taxable profits will be available against whibe deductible temporary differences, unuseddss, and
tax credits can be utilized.

Deferred tax is calculated at the rates that apee®rd to apply to the period when the differerreesrse,
based on the tax rates that have been enacted.

Deferred tax assets and liabilities are offsdiefé is a legally enforceable right to offset auirtax liabilities and
assets, and they relate to income taxes levidagsame tax authority.

Property, plant and equipment of the Company othan freehold land, building, plant & machinery and
capital work in progress are stated at cost lesgnalated depreciation and impairment loss, if &gst in
relation to property, plant and equipment compreeguisition and other directly attributable co&silding
and plant & machinery are stated at revalued amoustdesumulated depreciation and impairment loss,
if any. Freehold land is stated at revalued amdRataluation is carried out every five years unksdier
revaluation is necessitated.

Depreciation is provided on a straight line basis and chamdofit and loss account to write off the
depreciable amount of each asset over its estimated useful life edtés specified in note 14 to these
financial statements. Depreciation on depreciatdeta is commenced from the date asset is avdiahlse up to
the date when asset is retired.

Surplus arising on revaluation is credited to theplas on revaluation of fixed asset account. Oigficany,
arising on subsequent revaluation of property, planteapndpment is adjusted against the balance in the
above mentioned surplus account. The surplus on revaluatifixed assets to the extent of incremental
depreciation charged on the related assets iddreetsto equity net of related deferred tax.
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The cost of replacing part of an item of propepignt and equipment is recognised in the carrymguent of
the item if it is probable that the future econotmmefits embodied within the part will flow to t®mpany
and its cost can be measured reliably. The cargingunt of the replaced part is derecognized. Dists ©f
the day-to-day servicing of property, plant andiggent are recognised in profit or loss as incurred

Gains and losses on disposal of an item of proppliynt and equipment are determined by compalieg t
proceeds from disposal with the carrying amounproperty, plant and equipment, and are recognistd n
within “other operating income” in profit or loss@unt. When revalued asset is sold, the amoundied in the
surplus on revaluation of fixed assets net of dedietax is transferred directly to equity.

Capital work in progress is stated at cost lesstified impairment loss, if any, and includes the
expenditures on material, labor and appropriatectly attributable overheads. These costs are
transferred to property, plant and equipment asidreh assets are available for their intended use.

Leased property, plant and equipment in terms a€lwthe Company assumes substantially all the askb
rewards of ownership are classified as financeegeddpon initial recognition the leased asset iasomed at an
amount equal to the lower of its fair value and pihesent value of the minimum lease payments. §ubsé
to initial recognition, the asset is accountedifoaccordance with the accounting policy applicablehat
asset.

Minimum lease payments made under finance leasespportioned between the finance charges and the
reduction of outstanding liability. The outstandioigligations under the lease agreements are shown as a
liability net of finance charges allocable to fatyreriods. The finance charge is allocated to pachd using the
lease term so as to produce a constant periodicofainterest on the remaining balance of the litsibi
Contingent lease payments are accounted for bgimgvihe minimum lease payments over the remaigimg

of the lease when the lease adjustment is confirmed

Leased assets are depreciated on the useful life @fsset using the straight line method at teegigen in note
14. Depreciation on leased assets is chargedfibgrd loss account currently.

All purchases and sale of investments are recagjnizig settlement date accounting. Settlementisidtte date

on which investments are delivered to or by the gamg. All investments are derecognized when thd tig
receive economic benefits from the investments enqired or has been transferred and the Company has
transferred substantially all the risks and rewafdsvnership.

Investments in subsidiaries are initially valued@dt. At subsequent reporting dates, the Comparigws the
carrying amount of the investment to assess wh#ikeg is any indication that such investments Isafiered
an impairment loss. If any such indication exists, iecoverable amount is estimated in order to dieiertime
extent of the impairment loss, if any.
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These are initially recognized at cost and at sylea reporting dates measured at fair values.SGaid losses
from changes in fair value are taken to equityl utisposal at which time these are recycled toitpaoid loss
account.

Investments with fixed or determinable payments fixedd maturity and where the Company has positive
intent and ability to hold investments to maturitg &lassified as investments held to maturity. These ar
initially recognized at cost inclusive of transanticosts and are subsequently carried at amodasdising the
effective interest rate method, less any impairment lo3$esresultant change in values is reported directly
in the profit and loss account.

An investment is classified at fair value throughbfipror loss if it is held for trading or is desigad as such
upon initial recognition. Financial instruments designated at fair value through profit or loghd Company
manages such investments and makes purchase ardkesiions based on their fair value in accordavriite

the Company’s investment strategy. All investmetgssified as investments at fair value througtiitpoo loss

are initially measured at cost being fair value@isideration given. At subsequent dates these ingatt are
measured at fair value, determined on the basjwrenfailing market prices, with any resulting gainlass

recognized directly in the profit and loss account.

Stores, spare parts and loose tools are valuediat bf cost and net realizable value. Cost igofgted on
weighted average cost basis. Items in transitates at cost comprising invoice value plus otharges
incurred thereon.

Stocks are valued at the lower of average coshehnebalizable value. Cost is determined as follows

Raw material - at moving average cost
Work in process - at weighted average cost of pesehand
Finished goods - applicable manufacturing expenses

Cost comprises of purchase and other costs incumrétinging the material to their present locatiord a
condition. Net realizable value signifies the estimiadelling price in the ordinary course of business le
estimated costs necessarily to be incurred in todeeke a sale.

Trade and other receivable are stated at origmadice amount as reduced by appropriate provison f
impairment. Known impaired receivables are wriidéin while receivables considered doubtful of remgvare
fully provided for.
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The allowance for doubtful accounts is based on Glenpany’'s assessment of the collectability of
counterparty accounts. The Company regularly revigsvdebts and receivables that remain outstarnmhsg
their applicable payment terms and establishew/atioe and potential write-offs by considering fextuch as
historical experience, credit quality, age of tleecants receivable balances, and current econamiitions
that may affect a customer’s ability to pay.

For the purpose of cash flow, cash and cash eguitgamainly comprise cash and bank balances, veneh
stated in the balance sheet at cost.

Mark-up bearing borrowings are recognized initialycost, less attributable transaction costs. &fjulest to
initial recognition, mark-up bearing borrowings atated at original cost less subsequent repayments

The Company accounts for lease obligations by déogrthe asset and corresponding liability theraireg
determined on the basis of discounted value dfrtatamum lease payments. Financial charge is m@ized in the
profit and loss account using the effective markaip method.

Trade and other payables are stated at cost whitdirivalue of the consideration to be paid irufetfor
goods and services received.

Revenue represents the fair value of the considaregceived or receivable for sale of pharmacealgjmet of
discounts. Revenue is recognized when the goodshgsped and title passes to the customer, itabaghle
that the economic benefits associated with thesaiction will flow to the Company and the amountesfenue,
and the associated cost incurred, or to be incuregdbe measured reliably.

Markup, interest and other direct charges on bamgsvare capitalized to the related qualifying asitle
substantially all the activities necessary to prejtze qualifying asset for its intended use areptete. All other
markup, interest and related charges are charghd fwofit and loss account as finance cost.

Finance income comprises interest income on fumgssted, dividend income, exchange gain and changes
the fair value of financial asset at fair valueotigh profit or loss. Income on bank deposits isiegton a time
proportion basis by reference to the principal taumiding and the applicable rate of return. Foreigmency
gains and losses are reported on a net basis.

Dividend income relating to post acquisition priditecognized when the right to receive is esthbd.
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Gains and losses on sale of investments are aembtmt when the settlement (settlement date) fler si
security is made.

Unrealized gains/(losses) arising on revaluatiorsexfurities classified as ‘held for trading’ areluded in
profit and loss account in the period in which tlaise. Gains/(losses) arising on the revaluatibthe
derivatives to the fair value are taken to prafd éss account.

Dividend distribution to the Company’s members @sagnised as a liability in the period in which the
dividends are approved.

A provision is recognized in the balance sheet whenCompany has a legal or constructive obligaisra
result of past event, it is probable that an owtftd resources embodying economic benefits wiltdmired to
settle the obligation and a reliable estimate @made of the amount of the obligation.

Estimates of the amount of provisions and liabsitrecognized are based on current legal and gotstr
requirements, technology and price levels. Becaasel outflows can differ from estimates due tanges in
laws, regulations, public expectations, technolgizes and conditions, and can take place mamg yedhe
future, the carrying amounts of provisions andilitids are regularly reviewed and adjusted to takeount of
such changes.

The Company holds derivative financial instrumentiédge its interest rate risk exposures. Derigatare

recognized initially at fair value; attributabl@msaction costs are recognized in profit or lossmwincurred.

Subsequent to initial recognition, derivative fio@hinstrument that is not held for trading, asehdt designated
in a qualifying hedge relationship is measuredaat falue, and all changes in its fair value ampgeized

immediately in profit or loss.

Changes in the fair value of the derivative heddnsirument designated as a cash flow hedge angmsed
directly in equity to the extent that the hedgefisctive. To the extent that the hedge is ingffecthanges in fair
value are recognised in profit or loss.

If the hedging instrument no longer meets the raitéor hedge accounting, expires or is sold, teatad
or exercised, then hedge accounting is discontirpredpectively. The cumulative gain or loss presipu
recognised in equity remains there until the faed@mnsaction occurs. In other cases the amouoogméesed
in equity is transferred to profit or loss in tleere period that the hedged item affects profibss.|

All the financial assets and financial liabilitiase recognized at the time when the Company becanpesty
to the contractual provisions of the instrumenkge Tompany de-recognizes a financial assets atiarpo
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of financial asset when, and only when, the Compasgs control of the contractual right that cosprihe
financial asset or portion of financial asset. Whd financial liability or part of financial lialiy is
derecognized from the balance sheet when, andadr@y, it is extinguished i.e., when the obligatspecified in
the contract is discharged, cancelled or expired.

Financial assets are long term investment, trad¢sdadvances deposits and other receivable, #ront
investments and cash and bank balances.

Financial liabilities are classified according e tsubstance of contractual agreements enteredsigtuficant
financial liabilities are long term loans, liabjliunder lease finance, accrued mark up and tradeotiver
payables.

All the financial assets and liabilities are iritiarecognized at fair value. These are subsequemtiasured at
fair value or amortized cost or cost as the casebma

Financial assets and financial liabilities are etffand the net amount is reported in the balaneetshthe
Company has a legally enforceable right to setheffrecognized amounts and intends either to settienet basis
or to realize the assets and settle the liabikii@siltaneously.

PKR is the functional currency of the Company. Seantions in foreign currencies are recorded atdates of
exchange ruling on the date of the transaction.mdinetary assets and liabilities denominated ieidor
currencies are translated into PKR at the ratexoh&nge ruling on the balance sheet date and egehan
differences, if any, are charged to income forytre.

Financial assets

A financial asset is assessed at each reportiegtalatetermine whether there is any objective edgddhat it is
impaired. A financial asset is considered to beaingal if objective evidence indicates that one orarevents
have had a negative effect on the estimated faagie flows of that asset.

Individually significant financial assets are test®r impairment on an individual basis. The renrajn
financial assets are assessed collectively in grthgt share similar credit risk characteristics.

All impairment losses are recognised in profit @sd account. An impairment loss is reversed inptioit

and loss account if the reversal can be relateectgly to an event occurring after the impairmiess was
recognised.
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Non financial assets

The carrying amounts of the Company’s assets algzanl at each balance sheet date to determinéevlibere
is any indication of impairment loss. If any sunHication exists the recoverable amount of assetstimated
in order to determine the extent of the impairniess if any. Impairment losses are recognized psree in the
profit and loss account.

The recoverable amount of an asset or cash-gemeratit is the greater of its value in use andaisvalue

less costs to sell. In assessing value in useedtimated future cash flows are discounted to heEisent
value using a pre-tax discount rate that refleatseat market assessments of the time value of ynand

the risks specific to the asset. In the absen@ngfinformation about the fair value of a cash-gsingy unit,

the recoverable amount is deemed to be the valusen For the purpose of impairment testing, assets
grouped together into the smallest group of agbetsgenerates cash inflows from continuing usé dha

largely independent of the cash inflows of otheetsor groups of assets (the “cash-generating.unit

An impairment loss is recognised if the carryingoant of an asset or its cash-generating unit excésd
estimated recoverable amount. Impairment losseseaognised in profit or loss. Where conditionsrgivrise
to impairment subsequently reverse, the effech@firnpairment charge is also reversed as a ceetliet profit
and loss account. Reversal of impairment lossstsiced to the original cost of asset.
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Authorized share capital:
25,000,000 (2010: 25,000,000) ordinary
shares of Rs. 10 each.

Issued, subscribed and paid up capital:
1,441,952 (2010: 1,441,952) ordinary shares oflBRgach
fully paid in cash

119,600 (2010: 119,600) ordinary shares of Rsath e
issued in lieu of NWF Industries Limited and
Sargodha Oil and Flour Mills Limited since merged

23,437,902 (2010: 19,271,327) ordinary shares ol ®gach
issued as fully paid bonus shares

2010
(Rupees)

250,000,000

14,419,520

1,196,000

192,713,266
208,328,786

This represents capital reserve arising on corveisi shares of NWF Industries Limited and

Sargodha Oil & Floor Mills Limited, since merged.

Surplus on revaluation of fixed assets as at 1 July
Surplus transferred to unappropriated profit inpees of
incremental depreciation charged during the year:
- Net of deferred tax
- Related deferred tax liability

Surplus transferred to unappropriated profit inpees of
disposal of fixed assets during the year:
- Net of deferred tax
- Related deferred tax liability

Surplus on revaluation of fixed assets recognizethd the year:

- Net of deferred tax
- Related deferred tax liability

Surplus on revaluation of fixed assets as at 3@ Jun

Related deferred tax liability:
- On Revaluation as at 01 July
- On Revaluation surplus of fixed assets recognized
during the year
- Transferred to unappropriated profit
Disposal of fixed assets during the year
Incremental depreciation charged during the year
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275,722,172

(5,453,714)
(2,936,615)

(8,390,329)

267,331,843

(28,247,646)

2,936,615

(25,311,031)
242,020,812
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The free hold land, building and plant and machjingere revalued by independent valuers in years
1976, 1989, 2002, 2006 and 2011 respectively. Tiesduations had resulted in a cumulative surpfus
Rs. 448.14 million, which has been included in ¢herying values of free hold land, building and
plant and machinery respectively and credited théosurplus on revaluation of fixed assets. The
surplus is adjusted by surplus realized on dispo$alevalued assets, if any and incremental
depreciation arising due to revaluation, net oédef tax.

2010
Note (Rupees)
from banking company
Habib Bank Limited (HBL) 7.1 156,062,500
Less : Amount paid during the period (56,750,000)
99,312,500
Less : Current portion shown under current lidbgit (56,750,000)
42,562,500

The Company has obtained a long term financéditiaof Rs. 277 Million from Habib Bank
Limited to finance its 80% owned subsidiary, BF ®iences Limited, however the Company
has availed the facility to the extent of Rs.22ilivh only. This facility is repayable in sixteen
equal quarterly instalments with a grace periotl yéar, commencing from 15th month after first
draw down and carry mark-up at base rate (six hoKtBOR) plus 1.5% per annum payable
quarterly in arrear. The facility is secured lrgtfpari passu charge by way of hypothecation over
all present and future current and movable agdék® Company and equitable mortgage over
immovable property to the extent of Rs. 370 Millio

The above facility was later converted into a Lofgrm Financing Facility (LTFF) for export
oriented projects by a scheme introduced by thiee &ank of Pakistan (SBP) up to the extent of
PKR 115.043 Million only. This facility is repayablin ten quarterly installments commencing
from the October 26, 2009 and carry mark-up at 8X@%annum or as per SBP, payable quarterly
in arrear. The facility is secured by first chamge all present and future moveable assets of the
company (25% margin) ranking pari passu with thistieng first charge holders to the extent of
PKR 370 million and first, equitable mortgage cleaayer land and building of FLL's Nowshera
plant ranking pari passu with existing first changéders to the extent of PKR 370 million.

2010
(Rupees)
The net balance of deferred tax is in respectefdlowing major temporary differences:
Taxable temporary differences:

Accelerated depreciation 33,048,835
Surplus on revaluation of fixed assets 25,311,031

Exchange losses -
Derivative liability-interest rate SWAP 135,561
58,495,427

Deductible temporary differences:

Obligations under finance lease (166,251)
(166,251)
58,329,176
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o
Note 2010

(Rupees)
Interest rate swap 387,316
Current portion (247,142)
140,174
Creditors 63,939,716
Accrued liabilities 15,215,439
Advances from customers 12,332,702
Unclaimed dividend 14,239,557
Tax deducted at source 1,151,326
Employees’ provident fund 2,674,821
Provision for compensated absences 10.1 3,417,567
Workers’ (Profit) Participation Fund 10.2 15,086,440
Central Research Fund 10.3 3,344,013
Workers' Welfare Fund 30 6,844,511
Advances from employees 11,198,175
Retentions 4,942,911
Current portion of interest rate swap 9 247,142
Others 98,040
154,732,360

Actuarial valuation of accumulating compensateseabes has not been carried out as required
by IAS 19- “Employee Benefits” as the amount ineavis deemed immaterial.

Workers’ (Profit) Participation Fund

Balance at the beginning of the year 12,266,421
Interest on funds utilized by the Company 203,990
Allocation for the year 15,507,545
27,977,956
Payments made during the year (12,891,516)
15,086,440

The fund balance has been utilized by the Companitd own business and an interest at the rate
of 13.12% (2010: 12.45%) has been credited touhd.fInterest is calculated at higher of 75% of
the cash dividends paid rate or one month KIBOR ea at June 30, 2011, as required under
Companies Profit (Workers’ Participation) Rules1.97
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Note 2010

(Rupees)
Opening balance 10,011,722
Charge for the year 3,344,013
13,355,735
Less: Payments (10,011,722
3,344,013

Running finance facility from:

Habib Bank Limited 11.1 36,528,049
36,528,049

The Company has obtained a running finance fadififgs. 120 Million (2010: 120 Million) from
Habib Bank Limited. The facility is secured bysficharge on all present and future moveable
assets of the Company, with a 25% margin, andfligtaequitable mortgage charge over land
and building of Company’s Nowshera plant, rankpag passu with the existing first charge
holders to the extent of Rs. 370 Million. Thisiliag carries mark up at the rate of three months
KIBOR + 1.50% per annum.

The Company has unavailed cash finance facilifgf60 Million (2010: Rs. 60 Million) from
Bank Alfalah Limited. The facility is secured hyst pari passu charge by way of hypothecation
over all present and future current and movaldeta®f the Company and equitable mortgage
over immovable property to the extent of Rs. 80idi. This facility carries mark up at the rate
of Six months KIBOR + 2.25% per annum.

2010
(Rupees)
Contingencies
Guarantees issued by banks on behalf of the Company 455,640
Commitments
Capital expenditure 13,989,329
Letter of credits other than for capital expenditur 28,073,300
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Land and building of the Company were first reveloa 31 March 1976, resulting in surplus of Rs.
13.661 million. The second revaluation was camigidon 30 June 1989 and resulted in a surplus.of Rs
40.067 million. The third revaluation was carried on 30 June 2002 and resulted in a surplus of Rs.
30.433 million. The fourth revaluation that alsalided the plant and machinery was carried outGn 3
June 2006 and resulted in a surplus of Rs. 24M&Bidn. The last revaluation was carried out on 30
June 2011 and resulted in a surplus of Rs.123.388mFreehold land and building revaluations eer
carried out under the market value basis whereast phnd machinery were revalued on net

replacement cost basis. All the revaluations warger out by independent valuers.

Had there been no revaluation, related figuresewflued land, building and plant and machinery

would have been as follows:

Freehold land
Buildings
Plant & Machinery

Building and civil works
Plant & machinery
Advances to Supplies
Advances to contractors

Cost of sales
Administrative expenses
Selling and distribution cost

Cost Accumulated
Depreciation
(Rupees) (Rupees)
112,984,876 -
282,361,017 54,333,438
218,407,291 126,239,244
2010 266,476,126 137,202,030
Note
25
27
28

Written
Down Value

(Rupees)
112,984,876
228,027,579

92,168,04

129,274,096

2010
(Rupees)

111,053,217
5,197,675
6,213,718

-9,366,547
141,831,157

28,528,650
7,657,008
13,512,759

49,698,417



10
11
12

Gain/ ) on
Particulars Cost Carrying Sale proceeds i "k“] Mode of disposal
Rupees
Vehicles
1  Arshad Ali 71,000 = 35,500 35,500 As per Company's policy
to employees
2  Mubashar Hasan 73,700 - 25,000 25,000 As per Company's policy
to employees
3 M. Yasin 73,700 - 30,000 30,000 As per Company's policy
to employees
4  Love Kumar 56,240 - 35,000 35,000 As per Company's policy
to employees
§  Fakher Alam 56,240 - 27,000 27,000 As per Company's policy
to employees
6 M. Htikhar Attari 56,240 - 54,000 54,000 As per Company's policy
to employees
7  Ghulam Rasool 54,000 9,000 54,000 45,000 As per Company's policy
io employees
8  Zahid Igbal 54,000 10,300 54,000 43200 Az per Company's policy
to employees
9 LatifKhan 54,000 10,800 54,000 43200 As per Company's policy
to cmployees
EFU Insurance Company 754,000 439,833 543,750 103,917 Insurance claima
EFU Insurance Company 1,389,000 1,018,600 1,300,000 281,400 Insurance claims
EFU Insurance Company 62,900 41,933 57,000 15,067 Insurance claims
2,755,020 1,530,966 2,269,250 738,284
Soap Plant Building 4,133,695 2,241,793 - (2,241,793)
5,765,691

2010 Rupees 12,691,756 2,269,251 8,034,942




Note
Related parties - At cost
Farmacia (Partnership firm, unlisted subsidiary) 214
BF Biosciences Limited (unlisted subsidiary) 14.2
Other available for sale - unlisted 14.3
Farmacia (Partnership firm, unlisted subsidiary)
Opening Balance
Companys’ share in profit of subsidiary 15.1.1

2010
(Rupees)

70,780,791
151,999,960

222,780,751
33,085

222,813,836

62,773,144
8,007,647

70,780,791

This represent Company’s 98% share in “Farmaaigybsidiary partnership duly registered under
the Partnership Act, 1932 and engaged in opgregtail pharmaceuticals. Share of profit for teary

not withdrawn is treated as reinvestment in chpiaount of partnership.

BF Biosciences Limited (Unlisted subsidiary)

This represents investment made in 15,199,996 anglishares of Rs. 10 each, in BF Biosciences

Limited.

BF Biosciences Limited was set up for establisten®iotech Pharmaceutical Plant to manufacture
mainly Cancer and Hepatitis related medicines. Company holds 80% of equity of the subsidiary and
the remaining 20% is held by Laboratories Bag6 SMgentina. The Company has commenced its

commercial operations effective July 2009.

Number of shares Name of Companies - Unlisted
2010
218 National General Insurance Company Limited
Ordinary shares of Rs. 10 each
Equity held 0.01%
301 Mercantile Co-operative Finance Corporationiteth

‘A’ class shares of Rs. 100 each
The entity is under liquidation

2010
(Rupee)
2,985

30,100

33,085



2010

Note (Rupees)
Related party - considered good
BF Biosciences Limited 15.1 198,625,000
Add: disbursement made during the period 226,375,000
425,000,000

Less : Amount due within twelve months, shown umdegrent assets -
425,000,000

This represent the restructuring in form of furtiivestment by converting the overall outstanding
term loan, overdue markup and trade receivabfeSubsidiary Company, BF Biosciences Limited,
into a Term Loan. This restructuring was carriatiumder the authority of a special resolution edss
by the Shareholders in the Extraordinary Genertiig held in June 14, 2010, in accordance with
the provisions of Section 208 of the Companiedrartte, 1984. The loan is recoverable within a
period of five years or earlier as and when regliby the Company with the grace period of one year
starting from July 01, 2010. Markup charged onltaa will not be less than the borrowing cost of
the Company. The maximum amount of long term latathe end of any month during the year was
Rs. 425 million (2010: Rs. 425 million).

2010
Note (Rupees)

Stores 3,941,587
Spare parts 546,996
Loose tools 152,047
4,640,630

Raw material 138,107,999
Work in process 9,069,289
Finished goods 17.1 138,056,563
285,233,851

Stock in transit 11,168,789
296,402,640

These include finished goods amounting to Rs.1638),(2010: 1,893,153) which are carried at net

realizable value.

Advances to employees 18.1 2,981,726
Advances to suppliers 10,196,468
Others 50,211

13,228,405
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Note

Deposits:
Earnest money
Lease key money
Margin deposits

Prepayments

Advance income tax/ (income tax payable) at begmnof the year

Income tax paid during the year
Provision for current taxation
Advance income tax/ (income tax payable) at the gad

Due from Subsidiary:
BF Biosciences Ltd.
Farmacia

Others

Investments at fair value through profit
and loss - listed securities

Numbeer of shares Name of Companic

2010
Pakistan National Shipping Corporstion

15000  Ordinary shares of Ra, 10 cach
Bank Alflsh Lad

155,755  Ordinary shares of Ra. 10 cach
PICIC-Cirowth Pund.

415000  Ovdinary shaves of Ra. 10 sach
Pakistan Oilficlds Lid.

T.000 Ondinery shares of Ba. 10 cach

500,004  Opdinery shares of Ra. 10 sach

Unreakized (foss)/gain on scoount of
re-maspgrement bo fiir vabue

31

22.1

2010
(Rupees)

7,919,302
296,580
2,560,612
10,776,494
353,315

11,129,809

(361,151)
92,313,240
(10,861,481)
81,090,608

453,937
435,248

889,185
211,716

1,100,901

9,714,907

010

1,154,000 907,250
1,643,215 LAT3 442

4,069,526 3,E42,900

1,658,604 1,511,300

2,817,622 1,290,015

11,342,967 9,714,507

1 E
9,714,907 9,714,007




Cash in hand
Cash at bank:
Current accounts
- Foreign currency
- Local currency

Deposit accounts- local currency

Note

23.1

These carry interest rate of 5-7.5% per annumQq268.5% per annum)

Gross sales
Less: Discount

Work in process:
Opening
Closing

Raw materials consumed
Salaries, wages and benefits
Fuel and power
Repair and maintenance
Stores and spares consumed
Packing charges
Excise duty
Postage and telephone
Insurance
Travelling and conveyance
Transport
Canteen Expenses
Security expenses
Product Registration Expenses
Laboratory and other expenses
Depreciation
Cost of goods manufactured
Finished stock:

Opening

Closing

25.1
25.2

13.5

2010
(Rupees)
1,146,202

6,850,069
1,761,503

8,611,572
5,509,308

15,267,082

1,367,322,032
(93,947,210)
1,273,374,822

7,791,792
(9,069,289)
(1,277,497)

543,651,616
49,310,885

6,256,922

4,279,369

4,166,180

7,147,346

108,542
964,330

1,716,736

1,390,169

1,389,626

2,713,927

1,086,676

1,298,340

1,942,161
28,528,650

654,673,978

123,514,890
(138,056,563)

(14,541,673)
640,132,305




2010

Raw materials consumed Note (Rupees)
Opening stock 134,222,613
Add: Purchases 547,537,002
681,759,615
Less: Closing stock (138,107,999)
543,651,616

Salaries, wages and benefits include Rs.2.203omi{2010: Rs. 1.809 million) charged on account of
defined contribution plan.

From financial assets

Dividend income 1,000,604
Capital gain on sale of shares 6,787,178

Profit on deposits with banks 817,560
Gain on re-measurement of short term investments -

Lease rentals from subsidiary company -
Exchange Gain 98,235

Commission 18,614,333
27,317,910
From related party
Mark up on Long Term Loan to Subsidiary 10,350,906
From non financial assets
Gain on disposal of property, plant and equipment 5,765,691
43,434,507
Salaries, wages and benefits 27.1 49,257,984
Directors fees and expenses 1,081,870
Rent, rates and taxes 795,563
Postage and telephone 2,005,157
Printing and Stationary 1,649,215
Travelling and conveyance 2,808,950
Transport 1,877,357
Legal and professional charges 2,292,085
Fuel and power 2,559,971
Auditors’ remuneration 27.2 808,268
Repairs and maintenance 4,078,802
Subscriptions 807,954
Donations 27.3 1,240,000
Insurance 1,212,350
Depreciation 135 7,657,008
Canteen Expenses 2,033,208
Other administrative expenses 1,096,455
83,262,197

Salaries, wages and benefits include Rs.2.243omi([2010: Rs. 2.092 million) charged on account of
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2010

Note (Rupees)
Fee for annual audit 500,000
Fee for audit of consolidated accounts 50,000
Review of half yearly accounts 75,000
Other certifications 90,000
Out of pocket expenses 93,268
808,268

Donations were given to LUMS School of Science ndineering, The Citizen Foundation and Edhi
Welfare Trust. Donations did not include any amqaaid to any person or organization in which a
director or his spouse had any interest.

Salaries, wages and benefits 28.1 90,055,872
Travelling and conveyance 52,121,870
Transport 2,195,568
Rent, rates and taxes 2,674,908
Advertisement and publicity 52,594,930
Freight and forwarding 7,477,488
Printing and Stationary 1,224,143
Postage and telephone 2,458,908
Electricity and gas 276,390
Subscriptions and fees 3,057,416
Insurance 4,457,884
Repairs 381,947
Legal and professional charges 130,900
Entertainment 410,501
Training 872,553
Depreciation 13.5 13,512,759
Other selling expenses 172,496

234,076,533

Salaries, wages and benefits include Rs.4.155mi(2010: Rs. 3.281 million) charged on account of
defined contribution plan.

Finance charge on leased assets 105,577
Mark-up on bank financing 4,280,158
Bank charges 1,163,155
Interest on Workers’ (Profit) Participation Fund 203,990
Interest rate swap expense

5,752,880
Loss on fair value measurement of Interest RatepSwa 453,937
Less: Loss passed on to subsidiary (453,937)
Mark-up on long term loan 14,351,647
Less: Mark-up passed on to subsidiary (14,351,647)
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2010

Note (Rupees)
Loss on fair value measurement of short term invests 1,628,060
Exchange loss -
Loss on disposal of fixed assets -
Write-off of long term investment -
Workers’ (Profit) Participation Fund 15,507,545
Workers’ Welfare Fund-prior period error 1,495,717
Workers’ Welfare Fund - Current 6,844,511
Workers’ Welfare Fund 32.1 8,340,228
Central Research Fund 3,344,013
28,819,846
Current year 10,861,481
Deferred 4,369,059
15,230,540

Pursuant to the insertion of clause 126F in Paftthe Second Schedule of Income Tax Ordinance
2001 (the Ordinance) through the Finance Act 28#0profits and gains of the Company are exempt
from tax for three years commencing from the taary2010. Accordingly the Company has not
provided any normal tax liability on its taxabtedme. However, minimum tax under section 113 of
the Ordinance has been provided for in these diahstatements.

Since the Company is subject to minimum tax unéetien 113 of the Income Tax Ordinance, 2001,
therefore tax charge reconciliation has not beepgred.

There is no dilutive effect on the basic earningsghare of the Company.

Net profit for the year Rupees 317,542,675
Average humber of shares

outstanding during the year Numbers 32.1 24,999,454
Earnings per share Rupees 12.70

For the purpose of computing earnings per sharethgber of shares for the previous year have been
adjusted for the effect of bonus shares issuddglthre year.

There is no dilutive effect on the basic earnipgisshare of the Company.



Dvirector Chief Executives
Executive
Rupees-
Mansgerial remuneration 11,310,000 6,450,000 31,506,357
Bonus 785,000 500,000 1,812,000
Ulilities o 142919 -
Provident fund 729,680 444,828 2,024,138
_lz..msao 7,537,747 35%
Numbers 1 1 19

In addition, the Chief Executive, a working direchmd certain executives of the company are alldvesd

use of Company vehicles.

The members of the Board of Directors were paid3200 (2010: Rs. 3,700) as meeting fee and
Rs.1,181,825 (2010: Rs. 1,078,170) as meeting egsefor attending the Board of Directors

meetings.

The Company’s related parties include subsidiaréssociated companies, entities over which
directors are able to exercise influence, stdifer@ent fund, directors and key management peesonn
Balances with the related parties are shown elserenvim the financial statements. Transactions with

related parties are as follows:

Farmacia-98% owned subsidiary partnership firm
Advance received for supply of good

Sale of medicines

Payment received from Farmacia against sale of aimedi
Share of profit reinvested

Other expenses directly paid by the Company

BF Biosciences Limited-80% owned subsidiary

Interest on long term loan

Sales of finished goods

Purchase of goods

Amount of capital work in progress transferred bg Company
Lease rentals accrued

Expenses incurred on behalf of the subsidiary

Payment made by the subsidiary

Other related parties

Employees provident fund

Advances given to members

Mark up recovered

Payments made on behalf of the fund to the retiengployees
Company share in employees provident

2010
(Rupees)

7,919,768
37,042,520

(37,042,520)
8,007,647
435,248

24,702,553
184,335,182
978,386
23,401,241
18,394,859
(46,388,122)

1,023,823
200,492

9,645,550

7.181.48!



Capacity of the pharmaceutical unit cannot be datexd as the unit is used for manufacturing
different products in varying quantities and pagkin

The Company has exposure to the following riskefits use of financial instruments:

- Credit risk
- Liquidity risk
- Market risk

The Board of Directors has overall responsibilitiythe establishment and oversight of the CompaisKs
management framework. The Board has delegatedeiponsibility for developing and monitoring the
Company'’s risk management policies to its Audit Gottee. The committee reports regularly to the
Board of Directors on its activities.

The Company’s risk management policies are eskadliso identify and analyse the risks faced by the
Company, to set appropriate risk limits and costrahd to monitor risks and adherence to limitskRi
management policies and systems are reviewed riggidaeflect changes in market conditions and the
Company’s activities. The Company, through itsnireg and management standards and procedures,
aims to develop a disciplined and constructivercbenvironment in which all employees understdmait t
roles and obligations.

The Company’s Audit Committee oversees how managemenitors compliance with the Company’s
risk management policies and procedures, and revieey adequacy of the risk management framework
in relation to the risks faced by the Company. Twnpany’'s Audit Committee is assisted in its
oversight role by Internal Audit. Internal Audit dertakes both regular and ad hoc reviews of risk
management controls and procedures, the resulthioh are reported to the Audit Committee.

Credit risk is the risk of financial loss to the rGpany if a customer or counterparty to a financial
instrument fails to meet its contractual obligaioffhe primary activities of the Company are
manufacturing and sale of pharmaceuticals. The @omjs exposed to credit risk from its operatiod an
certain investing activities.

The Company’s credit risk exposures are categotieddr the following headings:
Counterparties

In relation to the Company’s exposure to credi, r®ibsidiary company , trade debtors and financial
institutions are major counterparties and Compapgigies to manage risk in relation to these oceunt
parties are explained in the following paragraphs;

Long term loan and trade debts
Long term loan is due from the subsidiary compaaynely BF Biosciences Limited and the amount has

been granted under the authority of a specialutsnlpassed by the shareholders of the Compattyein
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The Company’s exposure to credit risk is influenceainly by the individual characteristics of each
customer. Substantial portion of the Company’s meeeis attributable to sales transactions through a
single distributor based on demand. However, gg@bgeally there is no concentration of credit risk.

Sale of pharmaceuticals is at a price determinedcoordance with the agreed pricing formula as
approved by Ministry of Health, Government of Ptlis

Collectability is assessed based on the creditwogis of the customer as determined by credit
checks and the customer’s payment history to thmp@2oy. The Company establishes a provision for
doubtful debts in respect of trade debts and sty such losses have been within management’s
expectations.

Bank balances and investments

The Company limits its exposure to credit risk hyesting in liquid securities and maintaining bank
accounts only with counterparties that have a trating of at least A1 and A. Given these highditre
ratings, management does not expect any countetpddil to meet its obligations.

Exposure to credit risk

The carrying amount of financial assets of the Camyprepresents the maximum credit exposure. The
Company carries a significant credit exposure te single counter party in form of a long term loan

to subsidiary company BF Biosciences Limited, haavethis risk is mitigated as the operations of the

subsidiary company has grown considerably in ctiyear thus resulting in positive cash flows out of

which the subsidiary company has been duly paysmgnarkup to the parent company. The maximum
financial exposure due to credit risk on the Comfsatinancial assets as at 30 June was:

2010
(Rupees)

Long term investment-available for sale 33,085
Long term loan 425,000,000
Trade debts 45,215,438
Deposits 11,533,314
Other receivables 1,100,901
Other financial assets 9,714,907
Bank balances 14,120,880

506,718,525

Geographically there is no concentration of creslit

The maximum exposure to credit risk for trade ddbtns and receivables at the reporting date by
type of parties was:

2010
(Rupees)
Institutional customers 39,554,320
Retail customers 290,620
Distributors 5,370,498
Subsidiary company 425,000,000
Banks 14,120,880
Listed companies and mutual funds 9,714,907

Other 2,667,300



2010

(Rupees)
The aging of trade debts at the reporting date was:
Not past due -
Past due 0-30 days 14,957,299
Past due 31- 120 days 15,397,188
Past due 121-365 days 11,459,106
More than one year 3,401,844

45,215,438

Trade debts are essentially due from governmenarttapnts/ projects and the Company is actively
pursuing for recovery of debts and the Company dotsexpect these companies to fail to meet their
obligations.

Liquidity risk results from the Company’s potentigability to meet its financial liabilities, e.g.
settlement of borrowings, paying its suppliers aatlling finance lease obligations. The resporitsibil
for liquidity risk management rests with the BoafdDirectors of the Company and their approach
in this regard is to ensure that the Company alvieags sufficient liquidity to meet its liabilitieshen
due, without incurring unacceptable losses or mghkilamage to the Company’s reputation. Beyond
effective net working capital and cash managentaet,Company mitigates liquidity risk by arranging
short term financing from highly rated financiaktitutions and arranging advances from the parent
company.

The maturity profile of the Company’s financial Hiities based on the contractual amounts is as
follows:

10
Carrying Contractual £ motartha &1 I-2 5 More than
smonst cash flows or beas ‘months ‘years ears 5 yoars
Rupees—
Secured bank Joum WIILI00 120,689,759 3%311498 /221,757 47,150,504
Pinsstce |t lishilitine 475,003 ATE 300 478,300 - - .
Trade & other pryshles 125107246 124858045 124776017 81,928 i -
Accred mark-up on long
term financing 1634570 1634970 1634970 = i -
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Market risk

Market fluctuations may result in cashflow and preblatility risk for the Company. The Company’s
operating activities as well as its investment andncing activities are affected by changes ireifpn
exchange rates, interest rates and security pfioagptimize the allocation of the financial ressas as well

as secure an optimal return for its shareholdeesCompany identifies, analyzes and proactivelyages

the associated financial market risks. The Compaagks to manage and control these risks primarily
through its regular operating and financing agésit

Interest rate risk

The interest rate risk is the risk that the valfi¢he financial instrument will fluctuate due toartyes

in the market interest rates. Sensitivity to irgenate risk arises from mismatches of financisets
and liabilities that mature in a given period. Tbempany adopts a policy to ensure that interdést ra
risk arising on its financial assets is minimizedibvesting in fixed rate investments like depdmnk
accounts.

Profile

At the reporting date the interest rate profiletltdé Company’s interest-bearing financial instruraent
were:

2010 2010
% (Rupees)
Variable rate instruments
Financial assets 5.0to0 14.84 430,509,308
Financial liabilities 13.84t0 14.75 (156,537,503)
273,971,805

Cash flow sensitivity analysis for variable rate istruments

An increase of 100 basis points in interest rateheareporting date would have increased/ (deet@gsrofit
or loss by the amounts shown below. This analys&iraes that all other variables, in particularifpre
currency rates, remain constant. The analysigierpged on the same basis as for the previous year.

Profit and loss

2010
(Rupees)
Variable rate instruments 2,032,949

A 100 basis points decrease in interest rateseateporting date would have had an equal but ofgposi
effect on the equity and profit and loss to the am® shown above, on the basis that all otherhlaga
remain constant. The Company uses derivative fiahintstruments to hedge its exposure to risk of
variability in interest rate on its long term loans

PKR is the functional currency of the Company argosure arises from transactions and balances in
currencies other than PKR as foreign exchangefltatiations may create unwanted and unpredictable
earnings and cashflow volatility. The Company’'sspill currency exposure comprises of:



- Transactional exposure in respect of non funatioorrency monetary items.

- Transactional exposure in respect of non funeti@urrency expenditure and revenues.
The potential currency exposures are discussew/belo

Transactional exposure in respect of non functionaturrency monetary items

Monetary items, including financial assets andilitids, denominated in currencies other than the
functional currency of the Company are periodicaéigtated to PKR equivalent, and the associated
gain or loss is taken to the profit and loss actolime foreign currency risk related to monetagyns is
managed as part of the risk management strategy.

Transactional exposure in respect of non functionaturrency expenditure and revenues

Certain operating and capital expenditure is ireaidpy the Company in currency other than the
functional currency. Certain sales revenue is eaimeurrencies other than the functional curreoty
the Company. These currency risks are managed past af overall risk management strategy. The
Company does not enter into forward exchange aistra

Exposure to currency risk

The Company’s exposure to foreign currency rigkatreporting date was as follows:

2010
Rupees US Dollars
Cash and cash equivalents 6,850,069 80,024
Trade and other payables (43,860,584) (512,390)
Trade receivables 2,122,113 24,791
Gross balance sheet exposure (34,888,402) (407,575)

The following significant exchange rates were agaptiuring the year:
Average rate

2010 2010
US Dollars 85.60 84.07

Sensitivity analysis

A ten percent strengthening of the Pakistani Rgménst the following currencies at the reportiated
would have increased /(decreased) profit or losthByamounts shown below. This analysis assumes
that all other variables, in particular interesesaremain constant. The analysis is performetti®@same
basis as for the previous year.

Profit and loss

2010
Rupees

Profit and loss 3,488,840



A ten percent weakening of the Pakistani Rupeenagdhe above currencies at the reporting date
would have had the equal but opposite effect ombim¥e currencies to the amounts shown above,eon th
basis that all other variables remain constant.

The primary goal of the Company’s investment sgpatis to maximise investment returns on surplus
funds. The Company adopts a policy of ensuring mmire its price risk by investing in fixed rate
investments like TDRs and income funds of Mutualdi Certain investments are designated at fair
value through profit or loss because their perforraais actively monitored and they are managed on
a fair value basis. Equity price risk arises fraweistments at fair value through profit and loss.

A change of 5% in the value of investments at\alue through profit and loss would have increased
decreased profit or loss by Rs.0.65 million (2@R€: 0.5 million) on the basis that all other vdaalyemain
constant.

The estimated fair value of financial instrumemstsot significantly different from their book valaes
shown in these financial statements.

The Company's objective when managing capital isaeguard the Company’s ability to continue a®iagy
concern so that it can continue to provide retfonsshareholders and benefits for other stakehslderd to
maintain a strong capital base to support theisestaevelopment of its businesses.

The Company manages its capital structure whichpdses capital and reserves by monitoring returmein
assets and makes adjustments to it in the ligthiafiges in economic conditions. In order to mairdaadjust the
capital structure, the Company may adjust the atmofudividend paid to shareholders and/or issue sleares.
There were no changes to Company's approach tatamnagement during the year and the Compargt is n
subject to externally imposed capital requirement.



The Board of Directors of the Company in their timgeheld on 27 August, 2011 have proposed final
cash dividend of Rs. 1.25 per share and stockeatidd® 15 % i.e. 3 bonus shares for every 20 shares
held, for the year ended June 30, 2011.

The financial statements have been authorizedstrei by the board of directors of the company on
August 27, 2011.

Rawalpindi
August 27, 2011 Director Chairperson & CEO



Consolidated Financial Statements
for the Year Ended June 30, 2011




We have audited the annexed consolidated finaistéibments comprising consolidated balance sheet of
Ferozsons Laboratories Limited (“the Holding Compary”) and its subsidiary compani€d Biosci-
ences Limited and Farmacés at 30 June 2011 and the related consolidatéd @nol loss account, con-
solidated statement of comprehensive income, colasetl cash flow statement and consolidated stateme
of changes in equity together with the notes fogniart thereof, for the year then ended. We hase al
expressed separate opinions on the financial statisnof Ferozsons Laboratories Limited and its idubs
iary company except for Farmacia which was auditg¢danother firm of auditors, whose report has been
furnished to us and our opinion in so far as iated to the amounts included for such company seda
solely on the report of other auditor.

These financial statements are the responsibilitheHolding Company’s management. Our respoiityild
to express an opinion on these financial statentessd on our audit.

We conducted our audit in accordance with the igdgtandards as applicable in Pakistan. Theselast@s
require that we plan and perform the audit to obtaasonable assurance about whether the above said
statements are free of any material misstatememtaddit includes examining, on a test basis, edeen
supporting the amounts and disclosures in the alsaig statements. An audit also includes assessing
the accounting policies and significant estimatexlenby management, as well as, evaluating the lbvera
presentation of the above said statements. Wevbketigat our audit provides a reasonable basis dor o
opinion.

In our opinion, the consolidated financial statetagoresent fairly the financial position of Fesoams
Laboratories Limited and its subsidiary companieata30 June 2011 and the results of their opesatibeir
cash flows, their comprehensive income and chaimgeguity for the year then ended in accordanch thie
approved accounting standards as applicable irstaaki

Lahore: Chartered Accountants
August 27, 2011 (Kamran Igbal Yousafi)



Share capital
Capital reserve
Unappropriated profit

Non current liabilities

Long term financing - secured
Deferred liability for taxation
Derivative liability-Interest Rate Swap

Trade and other payables

Short term borrowings - secured

Accrued markup on long term financing

Current portion of long term financing

Current portion of liabilities against assets scibje
to finance lease

The annexed notes from 1 to 37 form an integrdlgfdhese financial statements.

Rawalpindi

Note

10

11
12

13

2010
(Rupees)

208,328,786
321,843
1,007,224,346

1,215,874,975
24,472,022

1,240,346,997

242,020,812

79,937,500
58,329,177
140,174

138,406,851

226,805,537
36,528,049
3,306,950
94,125,000

475,003

361,240,534

1,982,015,194



Property, plant and equipment
Long term investments
Long term deposits

Stores, spares and loose tools

Stock in trade

Trade debts-considered good

Loans and advances-considered good
Deposits and prepayments

Advance income tax - net

Other receivables

Short term investments

Derivative asset - interest rate swap
Cash and bank balances

Note

14
15

16
17

18

19

20

21

22

2010
(Rupees)

1,294,926,904
33,085
5,444,100

4,640,630
389,994,805
74,110,069
27,822,383
11,612,557
97,011,481
211,716
19,714,907

56,492,557

681,611,105
1,982,015,194




2010

Note (Rupees)
Net sales 23 1,536,682,971
Cost of sales 24 (837,141,095)
699,541,876
Other operating income 25 35,870,360
Administrative expenses 26 (93,446,110)
Selling and distribution cost 27 (318,252,691)
Finance cost 28 (33,460,839)
Other charges 29 (28,819,846)
261,432,750
Provision for taxation 30 (17,135,126)
244,297,624
Shareholders of the Parent Company 258,815,898
Non-Controlling Interest (14,518,274)
244,297,624

The annexed notes from 1 to 37 form an integrdlgfdhese financial statements.

Rawalpindi



2010

(Rupees)

Profit after tax 244,297,624
Other comprehensive income -
Total comprehensive income 244,297,624
Attributable to:
Shareholders of the Parent Company 258,815,898
Non-Controlling Interest (14,518,274)

244,297,624

The annexed notes from 1 to 37 form an integralqfahese financial statements.

Rawalpindi



Cash flow from operating activities
Profit before taxation
Adjustments for:
Depreciation
Loss/ (profit) on disposal of property, plant aggdipment
Finance costs
Provision for Workers Profit Participation Fund
Provision for Workers’ Welfare Fund
Provision for Central Research Fund
Provision for employees benefit
(Gain)/ loss on remeasurement of short term investsn
Dividend income, profit on bank deposits
Long term investments written off
Fair value adjustment on interest rate swap

Operating profit before working capital changes
(Increase)/decrease in current assets
Stores and spares
Advances, deposits, prepayments and other recessabl
Stock in trade
Trade debtors

Increase/(decrease) in current liabilities
Trade and other payables

Cash generated from operations

Finance cost paid

Income tax paid

Payment to Workers’ Profit Participation Fund
Payment to Workers’ Welfare Fund

Payment to Central Research Fund

Net cash generated from operating activities

Cash flow from investing activities
Fixed capital expenditure
Proceeds from sale of property, plant and equipment
Dividend income, profit on bank deposits & comnussi
Increase in short term investments
Proceeds from encashment of short term investments
Long term deposits
Net cash used in investing activities
Cash flow from financing activities
Repayment of long term finances
Payment of liabilities against assets subjectianfte lease
Proceeds from short term borrowings
Derivative interest rate swap
Dividend paid
Net cash used in financing activities
Net increase / (decrease) in cash and cash equivaie
Cash and cash equivalents at the beginning of thegr

Cash and cash equivalents at the end of the year

The annexed notes from 1 to 37 form an integradlgfahese financial statements.

Note

22

2010
(Rupees)

261,432,750

108,663,501
(5,772,786
32,809,358
15,507,545
8,340,228
3,344,013
917,567
1,628,060
30,097,574

651,481

196,186,541
457,619,291

(1,011,785
3,146,611
(109,069,921
(16,155,008

(123,090,103)

58,874,014
393,403,202

(36,933,033
(105,178,739
(12,891,516
(4,914,476
(10,011,722

(169,929,486)
223,473,716

(158,898,206
8,061,942
(35,888,323
(10,000,000
59,943,392

(136,781,195)

(94,125,000
(983,653
35,979,495

(16,814,566

(75,943,724)

10,748,797
45,743,760

56,492,557
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Ferozsons Laboratories Limited (“the Parent Comfamas incorporated as a private limited
company on 28th January 1954 and was convertedairgablic limited company on 8th September
1960. The Parent Company is listed on the Karagttipre and Islamabad stock exchanges. The Parent
Company is primarily engaged in the manufacturesatel of pharmaceuticals products and its regitere
office is situated at 197-A, The Mall, Rawalpindidathe factory is located at Amangarh, Nowshera-
Khybrpakhtoonkhwa.

BF Biosciences Limited is an 80% owned subsididrthe Parent Company and was incorporated as an
unquoted public limited company under the Compa®edinance, 1984 on 24 February 2006. BF

Biosciences Limited has been set up for establishirbiotech pharmaceutical plant to manufacture
cancer and hepatitis related medicines.

The Parent Company has 98% holding in Farmacian&@a is a partnership duly registered under
Partnership Act, 1932. Farmacia is engaged indtad trading of pharmaceutical products.

These consolidated financial statements includefitrencial statements of Ferozsons Laboratories
Limited and its subsidiaries- BF Biosciences Limitand Farmacia (“hereinafter referred as the
Group”).

Subsidiaries are those enterprises in which theraCompany directly or indirectly controls,
beneficially owns or holds more than 50% of theingpsecurities or otherwise has power to elect or
appoint more than 50% of its directors. The finahstatements of the subsidiaries are includetien t
consolidated financial statements from the datectimrol commences, until the date when that contro
ceases. The financial statements of the subsididraae been consolidated on line by line basis.
Details of the subsidiaries are given in note 1.

All material inter-organization balances, transawi and resulting unrealized profits/losses hawen be
eliminated.

These consolidated financial statements have besyaned in accordance with the approved accounting
standards as applicable in Pakistan. Approved aticou standards comprise of such International
Financial Reporting Standards (IFRS) issued by Ititernational Accounting Standards Board as
notified under the provisions of the Companies @adce, 1984, provisions of and directives issueliiun
the Companies Ordinance, 1984. In case, the regeimts differ, the provisions or directives of the
Companies Ordinance, 1984, shall prevail.



During the year certain amendments to Standardsewr interpretations became effective, however,
the amendments or interpretation did not have aaienal effect on the financial statements of the
Group.

The following standards, amendments and interjpetatof approved accounting standards are only
effective for annual periods beginning from theedaspecified below. Except for the amendment in
International Accounting Standard (IAS) 19 whickulés in immediate recognition of actuarial gains o
losses and revised basis of calculation for netnfie costs, these standards are either not relevine
Group’s operations or are not expected to havgrdfisiant impact on the Groups’s financial statetaen
other than increased disclosures in certain cases:

Presentation of Items of Other Comprehensivertre(Amendments to IAS 1, ‘Presentation of
Financial Statements’) effective for annual peribdginning on or after 1 July 2012.

. Deferred Tax: Recovery of Underlying Assets (Adments to IAS 12) effective for annual
periods beginning on or after 1 January 2012.

. IAS 19, ‘Employee Benefits’ (Amended 2011) effeetfor annual periods on or after 1 January
2013.

. Prepayments of a Minimum Funding Requirement (Admeents to International Financial
Reporting Interpretations Committee (IFRIC) Intetption 14) effective for annual periods
beginning on or after 1 January 2011.

. IAS 24, ‘Related Party Disclosures’ (Revised 208fective for annual periods beginning on or
after 1 January 2011.

. Disclosures - Transfers of Financial Assets (Adments to IFRS 7) effective for annual periods
beginning on or after 1 July 2011.

These consolidated financial statements have beganed under the historical cost convention exibegbt
certain items of property, plant and equipmentstaded at revalued amounts and investment in listed
securities and derivative financial instrumentsstated at their fair values. The methods usedetasore

fair values are discussed further in their respegibdlicy notes.



These consolidated financial statements are predent Pakistan Rupee (PKR) which is also the
Group’s functional currency. All financial informan presented in PKR has been rounded to the
nearest rupee.

The preparation of financial statements in conformarith the approved accounting standards requires
management to make judgments, estimates and assomfitat affect the application of policies and
reported amounts of assets and liabilities, incaanel expenses. The estimates and associated
assumptions are based on historical experiencevaridus other factors that are believed to be
reasonable under the circumstances, the resultghwh form the basis of making judgment about
carrying value of assets and liabilities that asereadily apparent from other sources. Actualltesuoay
differ from these estimates.

The estimates and underlying assumptions are rediemm an ongoing basis. Revisions to accounting
estimates are recognized in the period in whichmeses are revised if the revision affects onlyt tha
period, or in the period of the revision and artyife periods affected.

Judgments made by the management in the applicafi@pproved accounting standards that have
significant effect on the financial statements astimates with a significant risk of material atjusnt in
the next year are discussed in the ensuing patagrap

The Group reviews the useful lives of propertynpknd equipment on regular basis. Any changeen th
estimates in future years might affect the carrnangpunts of the respective items of property, plant
and equipment with a corresponding effect on tlprad®ation charge and impairment.

During the current year, the depreciation rateedfam buildings of parent company have been reévigen
5% to 10%. Since the related effect on the depregiaxpense of current and future periods is ineneit
hence it has not been disclosed.

The Group reviews the stores, spare and loose #@raisstock in trade for possible impairment on
an annual basis. Any change in the estimates urefutears might affect the carrying amounts of the
respective items of stores, spares parts and koode and stock in trade with a corresponding affec
on the provision.

The Group reviews the recoverability of its tradebtd, advances and other receivables to assess
amount of bad debts and provision required theseéagon annual basis.



Estimates of the amount of provisions recognized kmsed on current legal and constructive
requirements. Because actual outflows can diffemfestimates due to changes in laws, regulations,
public expectations, technology, prices and camuliti and can take place many years in the futoee, t
carrying amounts of provisions are regularly reéevand adjusted to take account of such changes.

The Group takes into account the current incomdaas and decisions taken by appellate authorities.
Instances where the Group’s view differs from tliewtaken by the income tax department at the
assessment stage and the Group considers thahitor items of material nature is in accordandé wi
law, the amounts are shown as contingent liatsilitie

Salaries, wages and benefits are accrued in thedperwhich the associated services are rendeyed b
employees of the Group and measured on an undigcbbiasis. The accounting policy for employee
retirement benefits is described below;

The Parent Company and the subsidiary company, BBcEnces Limited operate a recognized
provident fund as a defined contribution plan fonpéoyees who fulfill conditions laid down in theust
deed. Provision is made in the financial statemfamtthe amount payable by the Group to the fund in
this regard. Contribution is made to the fund egual the Group and the employees at the rate @f 10
of basic salary.

The Parent Company provides for compensated alsdocdts employees on unavailed balance of
leave in the period in which leave is earned.

Taxation for the year comprises current and dedfieta®. Taxation is recognized in the profit andslos
account except to the extent that it relates tmsteecognized outside profit and loss account (venet
in other comprehensive income or directly in equifyany, in which case the tax amounts are reizegn
outside profit and loss account.

Provision for current taxation is based on taxatd®me for the year at the applicable tax ratesr aft
taking into account tax credit and tax rebatesiniy and any adjustment to tax payable in respect of
previous years



Deferred tax is accounted for using the balancetslehility method in respect of all temporary
differences arising from differences between theyoag amount of assets and liabilities in the
financial statements and the corresponding taxsased in the computation of tax. Deferred tax
liabilities are generally recognized for all taxaliemporary differences and deferred tax assets are
recognized to the extent to which it is probabiat taxable profits will be available against whitle
deductible temporary differences, unused tax g tax credits can be utilized.

Deferred tax is calculated at the rates that apeeed to apply to the period when the differences
reverse, based on the tax rates that have beete@nac

Deferred tax assets and liabilities are offsehdrée is a legally enforceable right to offset catrrax
liabilities and assets, and they relate to inccemes levied by the same tax authority.

Property, plant and equipment other than freehatd,| building, plant & machinery and capital work

in progress of the Parent Company are stated &tless accumulated depreciation and impairment
loss, if any. Building and plant & machinery of tRarent Company are stated at revalued amount less
accumulated depreciation and impairment loss, ¥ &urther Freehold land of the Parent Company
is stated at revalued amount. Revaluation is chiig every five years unless earlier revaluat®n i
necessitated.

In relation to the subsidiary companies, propeptgnt and equipment except for capital work in
progress are stated at cost less accumulated dgjareand impairment loss, if any. The management
believes that there would be no material impaaeweéluation of the building and plant of the suiasid
company, BF Biosciences Limited, as these assete w@mpleted and commissioned during the
year.

Cost in relation to property, plant and equipmemnprises acquisition and other directly attribugabl
costs. Depreciation is provided on a straight basis and charged to profit and loss account ttewri
off the depreciable amount of each asset overstimated useful life at the rates specified in rite
Depreciation on depreciable assets is commencet tfie date asset is available for use up to the dat
when asset is retired.

Surplus arising on revaluation is credited to theplsis on revaluation of fixed asset account. Diefic

if any, arising on subsequent revaluation of propeslant and equipment is adjusted against the
balance in the above mentioned surplus account.stinglus on revaluation of fixed assets to the
extent of incremental depreciation charged on éhated assets is transferred to equity net ofaélat
deferred tax.

The cost of replacing part of an item of propeplgnt and equipment is recognised in the carrying
amount of the item if it is probable that the fat@conomic benefits embodied within the part



flow to the Group and its cost can be measuredhigli The carrying amount of the replaced part is
derecognized. The costs of the day-to-day serviofrroperty, plant and equipment are recognised in
profit or loss as incurred.

Gains and losses on disposal of an item of proppliyt and equipment are determined by comparing
the proceeds from disposal with the carrying amafnproperty, plant and equipment, and are
recognised net within “other operating income” nofjt or loss account. When revalued asset is sold,
the amount included in the surplus on revaluatibrixed assets net of deferred tax is transferred
directly to equity.

Capital work in progress is stated at cost lessitified impairment loss, if any, and includes the
expenditures on material, labor, related borrovdogt and appropriate overheads directly attribatdl
the project. These costs are transferred to ppgaeint and equipment as and when assets aralaeail
for their intended use.

Leased property, plant and equipment in terms aflwiine Group assumes substantially all the risks a
rewards of ownership are classified as financeekablpon initial recognition the leased asset is
measured at an amount equal to the lower of itsvédue and the present value of the minimum lease
payments. Subsequent to initial recognition, tteetis accounted for in accordance with the acowunt
policy applicable to that asset.

Minimum lease payments made under finance leasesagwortioned between the finance charges
and the reduction of outstanding liability. The stahding obligations under the lease agreements are
shown as a liability net of finance charges alltedb future periods. The finance charge is alketdb
each period using the lease term so as to prodeoasiant periodic rate of interest on the remaginin
balance of the liability. Contingent lease paymearts accounted for by revising the minimum lease
payments over the remaining term of the lease wWietease adjustment is confirmed.

Leased assets are depreciated on the useful lifie @fsset using the straight line method at tieegigen
in note 14. Depreciation on leased assets is othaogerofit and loss account currently.

The carrying amounts of the Group’s assets areyazedlat each balance sheet date to determine
whether there is any indication of impairment ldany such indication exists the recoverable amaof
assets is estimated in order to determine the teafehe impairment loss if any. Impairment losses
recognized as expense in the profit and loss atcoun

All purchases and sale of investments are recognising settlement date accounting. Settlement date
is the date on which investments are delivered by ¢the Group. All investments are derecoan



when the right to receive economic benefits fromittvestments has expired or has been transfenced a
the Group has transferred substantially all tHesrésxd rewards of ownership.

These are initially recognized at cost and at sylEs& reporting dates measured at fair values.Szaid
losses from changes in fair value are taken tayequtil disposal at which time these are recyetegrofit
and loss account.

Investments with fixed or determinable payments faetl maturity and where the Group has positive
intent and ability to hold investments to matudte classified as investments held to maturity séleee
initially recognized at cost inclusive of transanticosts and are subsequently carried at amortiasd
using the effective interest rate method, lessimmairment losses. The resultant changeaines is
reported directly in the profit and loss account.

An investment is classified at fair value througbfip or loss if it is held for trading or is degigted as
such upon initial recognition. Financial instrunseare designated at fair value through profit es li

the Group manages such investments and makes peraehd sale decisions based on their fair value
in accordance with the Group’s investment stratédly.investments classified as investments at fair
value through profit or loss are initially measurgdcost being fair value of consideration given. A
subsequent dates these investments are measufaid alue, determined on the basis of prevailing
market prices, with any resulting gain or loss ggized directly in the profit and loss account.

Stores, spare and loose tools are valued at lofivepsd and net realizable value. Cost is determored
weighted average cost basis. Items in transitaesd at cost comprising invoice value plus otiharges
incurred thereon.

Spare parts of capital nature which can be usegdinrdonnection with an item of property, plant and
equipment are classified as tangible fixed assetieruthe ‘plant and machinery’ category and are
depreciated over a time period not exceeding tekiLige of the related assets.

Stocks are valued at the lower of average coshahcealizable value. Cost is determined as
follows:

Raw material - at moving average cost
Work in process - at weighted average cost of ages and
Finished goods - applicable manufacturing expenses



Cost comprises of purchase and other costs incimrdeihging the material to their present locatan
condition. Net realizable value signifies the egtied selling price in the ordinary course of
business less estimated costs necessarily to tieeddn order to make a sale.

Trade and other receivable are stated at originalice amount as reduced by appropriate provision f
impairment. Known impaired receivables are writieff, while receivables considered doubtful of
recovery are fully provided for.

The allowance for doubtful accounts is based onGneup’s assessment of the Collectability of
counterparty accounts. The Group regularly revigaslebts and receivables that remain outstanding
past their applicable payment terms and establisheswance and potential write-offs by considering
factors such as historical experience, credit gyalige of the accounts receivable balances, and
current economic conditions that may affect a austés ability to pay.

For the purpose of cash flow, cash and cash e@uiteaimainly comprise cash and bank balances,
which are stated in the balance sheet at cost.

Mark-up bearing borrowings are recognized initiadlyy cost, less attributable transaction costs.
Subsequent to initial recognition, mark-up beategrowings are stated at original cost less sulesgqu
repayments.

The Parent Company accounts for lease obligatignedording the asset and corresponding liability
there against determined on the basis of discowdke of total minimum lease payments. Financial
charge is recognized in the profit and loss accuosinig the effective mark-up rate method.

Revenue represents the fair value of the consideregceived or receivable for sale of pharmacaistic

net of discounts. Revenue is recognized when tlelgare shipped and title passes to the customer,
it is probable that the economic benefits assatiatith the transaction will flow to the Group aruet
amount of revenue, and the associated cost ingumreal be incurred, can be measured reliably.

Trade and other payables are stated at cost wdielr ivalue of the consideration to be paid imrfetfor
goods and services received.

Dividend distribution is recognised as a liabilitthe period in which the dividends are appro



Markup, interest and other direct charges on bdrmgsvare capitalized to the related qualifying tsse
till substantially all the activities necessarypepare the qualifying asset for its intended use a
complete. All other markup, interest and relatedrgbs are charged to the profit and loss account as
finance cost.

Finance income comprises interest income on fundssted, dividend income, exchange gain and
changes in the fair value of financial asset atvaliue through profit or loss. Income on bank difsds
accrued on a time proportion basis by referendbdqrincipal outstanding and the applicable rdite o
return. Foreign currency gains and losses aretexpon a net basis.

Dividend income relating to post acquisition pra§itrecognized when the right to receive is
established.

Gains and losses on sale of investments are aambfmt when the settlement (settlement date) for
sale of security is made.

Unrealized gains/(losses) arising on revaluatiogeairities classified as ‘held for trading’ areluded in
profit and loss account in the period in which tlaege. Gains/(losses) arising on the revaluaticthe
derivatives to the fair value are taken to prafitl {0ss account.

The Parent Company holds derivative financial imegents to hedge its interest rate risk exposures.
Derivatives are recognized initially at fair val@tributable transaction costs are recognizedafitpor

loss when incurred. Subsequent to initial recogmjtderivative financial instrument that is notchésr
trading, and is not designated in a qualifying leeddationship is measured at fair value, andralhges

in its fair value are recognized immediately infiprar loss.

Changes in the fair value of the derivative hedgmgirument designated as a cash flow hedge are
recognised directly in equity to the extent that Hedge is effective. To the extent that the heslge
ineffective, changes in fair value are recognisegrofit or loss.

If the hedging instrument no longer meets the Katéor hedge accounting, expires or is sold,
terminated or exercised, then hedge accountingsewtinued prospectively. The cumulative gain or
loss previously recognised in equity remains therel the forecast transaction occurs. In otheesas
the amount recognised in equity is transferredrtditpor loss in the same period that the hedgeunh it
affects profit or loss.



A provision is recognized in the balance sheet wthenGroup has a legal or constructive obligatien a
a result of past event, it is probable that anl@atf resources embodying economic benefits vell b
required to settle the obligation and a reliabtarege can be made of the amount of the obligation.

Estimates of the amount of provisions and lialefitrecognized are based on current legal and
constructive requirements, technology and priceelevBecause actual outflows can differ from
estimates due to changes in laws, regulationsigeigpectations, technology, prices and conditians,

can take place many years in the future, the aagr@mounts of provisions and liabilities are
regularly reviewed and adjusted to take accoustioh changes.

All the financial assets and financial liabilitiase recognized at the time when the Group becomes a
party to the contractual provisions of the instratee The Group de-recognizes a financial assess or
portion of financial asset when, and only when, @reup loses control of the contractual right that
comprise the financial asset or portion of finahasset. While a financial liability or part of &ncial
liability is de-recognized from the balance shebemy and only when, it is extinguished i.e., whes t
obligation specified in the contract is dischargehcelled or expired.

Financial assets are long term investment, tradésdadvances deposits and other receivable, short
term investments and cash and bank balances.

Financial liabilities are classified according teetsubstance of contractual agreements entered into
significant financial liabilities are long term arsthort term financing, liability under lease financ
accrued mark up and trade and other payables.

All the financial assets and liabilities are iniffarecognized at fair value. These are subsequentl
measured at fair value or amortized cost or cofteasase may be.

Financial assets and financial liabilities are eifisnd the net amount is reported in the balaneet ghthe
Group has a legally enforceable right to set off idicognized amounts and intends either to settke o
net basis or to realize the assets and settléathibties simultaneously.

PKR is the functional currency of the Group. Trani®as in foreign currencies are recorded at the
rates of exchange ruling on the date of the trdiasadAll monetary assets and liabilities denonéain
foreign currencies are translated into PKR at #te of exchange ruling on the balance sheet date an
exchange differences, if any, are charged to indonthe year.



Financial assets

A financial asset is assessed at each reportirgtdadetermine whether there is any objective edide
that it is impaired. A financial asset is considete be impaired if objective evidence indicatest th
one or more events have had a negative effecteoediimated future cash flows of that asset.

Individually significant financial assets are tesfer impairment on an individual basis. The renman
financial assets are assessed collectively in grthat share similar credit risk characteristics.

All impairment losses are recognised in profit @sd account. An impairment loss is reversed in
the profit and loss account if the reversal carrddated objectively to an event occurring after the
impairment loss was recognised.

The carrying amounts of the Group’s assets areyzedlat each balance sheet date to determine
whether there is any indication of impairment ldsany such indication exists the recoverable amhofi
assets is estimated in order to determine the tegtehe impairment loss if any. Impairment losses
recognized as expense in the profit and loss atcoun

The recoverable amount of an asset or cash-gergeratit is the greater of its value in use andaiis
value less costs to sell. In assessing value inthieeestimated future cash flows are discountetidip
present value using a pre-tax discount rate tlilgicte current market assessments of the time \aflue
money and the risks specific to the asset. Inlbisersce of any information about the fair value oash-
generating unit, the recoverable amount is deemée the value in use. For the purpose of impaitmen
testing, assets are grouped together into the eshajtoup of assets that generates cash inflows fro
continuing use that are largely independent ofch inflows of other assets or groups of asdats (t
“cash-generating unit”).

An impairment loss is recognised if the carryingoant of an asset or its cash-generating unit exceed
its estimated recoverable amount. Impairment loasegecognised in profit or loss. Where conditions
giving rise to impairment subsequently reverse,dffiect of the impairment charge is also reversed a
a credit to the profit and loss account. Rever§ampairment loss is restricted to the original tcob
asset.



Note
Authorized share capital:

25,000,000 (2010: 25,000,000) ordinary sharessofiR each.

Issued, subscribed and paid up capital:
1,441,952 (2010: 1,441,952) ordinary shares oflBRgach
fully paid in cash

119,600 (2010: 119,600) ordinary shares of Rsatf e
issued in lieu of NWF Industries Limited and
Sargodha Oil and Flour Mills Limited since merged

23,437,902 (2010: 15,799,180) ordinary shares ofl®gach
issued as fully paid bonus shares

2010
(Rupees)

250,000,000

14,419,520

1,196,000

192,713,266
208,328,786

This represents capital reserve arising on corvedi shares of NWF Industries Limited and

Sargodha Qil & Floor Mills Limited, since merged.

Surplus on revaluation of fixed assets as at 1 July
Surplus transferred to unappropriated profit ipees of
incremental depreciation charged during the year:
- Net of deferred tax
- Related deferred tax liability

Surplus transferred to unappropriated profit ipees of disposal
of fixed assets during the year:
- Net of deferred tax
- Related deferred tax liability

Surplus on revaluation of fixed assets recognizethg the year:
- Net of deferred tax
- Related deferred tax liability

Surplus on revaluation of fixed assets as at 3@ Jun

Related deferred tax liability:
- On Revaluation as at 1 July
- On Revaluation surplus of fixed assets
recognized during the year
- Transferred to unappropriated profit on :
Disposal of fixed assets during the year
Incremental depreciation charged during the year

275,722,172

(5,453,714
(2,936,615

(8,390,329)

267,331,843

(28,247,646

2,936,615

(25,311,031)

Y AN /N (Y1



The free hold land, building and plant and maclyingere revalued by independent valuers in years
1976, 1989, 2002, 2006 and 2011 respectively. Timsduations had resulted in a cumulative surpfus
Rs. 448.75 million, which has been included in ¢herying values of free hold land, building and
plant and machinery respectively and credited théosurplus on revaluation of fixed assets. The
surplus is adjusted by surplus realized on dispo$alevalued assets, if any and incremental
depreciation arising due to revaluation, net oédefl tax.

2010
Note (Rupees)

from banking company
- Habib Bank Limited (HBL) 8.1 99,312,500
- Allied Bank Limited (ABL 8.2 74,750,000
174,062,500
Less : Current portion shown under current ligibait (94,125,000)
79,937,500
Principal outstanding at beginning of the year 156,062,500
Less: Principal paid during the year (56,750,000)
Balance outstanding at end of the year 99,312,500
Current portion shown under current liabilities (56,750,000)
42,562,500

The Parent company has obtained a long term fintodéy of Rs. 277 million from Habib Bank
Limited to finance its 80% owned subsidiary, Ble®iiences Limited, however, the Parent company
has availed the facility to the extent of Rs. 8#fion only. This facility is repayable in sixte@&gual
quarterly instalments with a grace period of Iryeammencing from 15th month after first draw
down and carry mark-up at base rate (six montBOR) plus 1.5% per annum payable quarterly in
arrear. The facility is secured by first pari paskarge by way of hypothecation over all presadt a
future current and movable assets of the Parenpany and equitable mortgage over immovable
property to the extent of Rs. 370 million.

The above facility was later converted into a Ldregm Financing Facility (LTFF) for export oriented
projects by a scheme introduced by the State Bérikakistan (SBP) up to the extent of Rs. 115.043
million only. This facility is repayable in ten querly installments commencing from the October 26,
2009 and carries mark-up at 8.0% per annum or RSBB, payable quarterly in arrear. The facility is
secured by first charge on all present and futupgeable assets of the Parent company (25% margin)
ranking pari passu with the existing first charg#dbrs to the extent of Rs. 370 million and first,
equitable mortgage charge over land and buildintdp@fParent company’s Nowshera plant ranking pari
passu with existing first charge holders to therixof Rs. 370 million.

Principal outstanding at beginning of the year 112,125,000
Less: Principal paid during the year (37,375,000)
Balance outstanding at end of the year 74,750,000

Current portion shown under current liabilities (37,375,000)

N7 NI N\



This represents a long term finance facility oleal by the subsidiary company, BF Biosciences
Limited from Allied Bank Limited. The total amouat facility is USD 1.78 million which is repayable
in 16 equal quarterly installments, starting fristay 02, 2008. This facility carries mark-up at the
rate of six months KIBOR plus 1.50% per annumébase to be reset semi-annually). The facility is
secured by creating a first charge of Rs. 334anilbn all present and future fixed and currenetsss

except for land and building of the subsidiary camp

The above facility was later converted into a Ldregm Financing Facility (LTFF) for export oriented
projects by a scheme introduced by the SBP updastent of Rs. 2.3 million only. This facility is

repayable in ten quarterly installments commendnogn the October 26, 2009 and carry mark-up

at 8.0% per annum or as per SBP, payable quaiterdyrear. The facility is secured by creating a
first charge of Rs. 334 million on all present &midire fixed and current assets, except for lard an

building of the subsidiary company.
2010
Note (Rupees)
The net balance of deferred tax is in respectefdiowing major temporary differences:

Taxable temporary differences:

Accelerated depreciation 33,048,836
Surplus on revaluation of fixed assets 25,311,031
Exchange losses
Derivative liability-interest rate SWAP 135,561
58,495,428
Deductible temporary differences:
Obligations under finance lease (166,251
Tax losses carry forward -
(166,251)
58,329,177
Interest Rate Swap 387,316
Current portion (247,142)
140,174
Creditors 122,314,914
Accrued liabilities 19,479,112
Advances from customers 13,644,120
Unclaimed dividend 14,239,557
Tax deducted at source 1,433,047
Employees’ provident fund 4,433,074
Provision for leave encashment 11.1 3,417,567
Workers’ Profit Participation Fund 11.2 15,086,440
Central Research Fund 11.3 3,344,013
Workers’ Welfare Fund 6,844,511
Advances from employees 12,399,595
Retentions 8,694,127
Due to a related parties - unsecured 1,081,338
Current portion of interest rate swap 247,142
Others 146,975

226,805,532



Actuarial valuation of accumulating compensatedeabss has been carried out as required by IAS
19- “Employee Benefits” as the amount involvedeemed immaterial.

2010
Note (Rupees)

Balance at the beginning of the year 12,266,421
Interest on funds utilized by the Parent Company 203,990
Allocation for the year 15,507,545

27,977,956
Payments made during the year (12,891,516)

15,086,440

The fund balance has been utilized by the Parentp@ay for its own business and an interest at the
rate of 13.12% (2010: 12.45%) has been creditaédedund. Interest is calculated at higher of 75% o
the cash dividends paid rate or one month KIBOR astat June 30, 2010, as required under Companies
Profit (Workers’ Participation) Rules 1971.

Central Research Fund

Opening balance
Charge for the year

Less: Payments

Running finance facility from:
Habib Bank Limited
Parent Company

Subsidiary company, BF Biosciences Limited

Bank Alflah Limited
Allied Bank Limited

10,011,722
3,344,013
13,355,735

(10,011,722)
3,344,013

121 36,528,049

36,528,049
12.2 -
12.3 -

36,528,049

The Parent Company has obtained a running finautkéty of Rs. 120 Million (2010: 120 Million)
from Habib Bank Limited. The facility is secureglfivst charge on all present and future moveable
assets of the Company, with a 25% margin, andftsgtaequitable mortgage charge over land and
building of Company’s Nowshehra plant, ranking passu with the existing first charge holders to
the extent of Rs. 370 Million. This facility caed mark up at the rate of three months KIBOR +%.50

per annum.



The Parent Company has unavailed cash financdtyaailRs. 60 Million (2010: Rs. 60 Million)
from Bank Alfalah Limited. The facility is securég first pari passu charge by way of hypothecation
over all present and future current and movaldetasf the Company and equitable mortgage over

immovable property to the extent of Rs. 80 Millidinis facility carries mark up at the rate of Six
months KIBOR + 2.25% per annum.

The subsidiary Company, BF Biosciences Limitedurassailed cash finance facility of Rs. 40 million
(2010: Rs. 40 million) from Allied Bank Limited,ich is due to expire on November 30, 2011. This
facility is renewable subject to agreement betweszth the parties. The facility carries mark-uphat
rate of one month KIBOR plus 2.0%. (base ratestoeset every month). The facility is secured by a
first charge of Rs. 334 million on all present &maire fixed and current assets of the Company.

2010
(Rupees)
Contingencies
Guarantees issued by banks on behalf of the Racenpany 455,640
Guarantees issued by banks on behalf of the Sabsidi
company, BF Biosciences Limited 8,300,000
8,755,640
Commitments
Capital expenditure of the Parent company 13,989,329
Capital expenditure of the Subsidiary company 15,288,311
Letter of credits other than for capital expenditur 28,073,300

57,350,940
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141 The Parent company has capitalized certain pideeabased on the allotment letters issued byridefidousing Authority, Islamabad in the name oftbepany.
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The Parent company has capitalized certede joif land based on the allotment letters issp@efence Housing Authority , Islamabad in the nafithe Company.



Land and building of the Company were first reveloa 31 March 1976, resulting in surplus of Rs.
13.661 million. The second revaluation was carpetlon 30 June 1989 and resulted in a surplus of
Rs. 40.067 million. The third revaluation was aagriout on 30 June 2002 and resulted in a surplus
of Rs. 30.433 million. The fourth revaluation ttedso included the plant and machinery was carried
out on 30 June 2006 and resulted in a surplus oP&%593 million. The last revaluation was carried
out on 30 June 2011 and resulted in a surplus dE23s393 million.Freehold land and building
revaluations were carried out under the maket vbhsis whereas plant and machinery were revalued
on net replacement cost basis. All the revaluatiegre carried out by independent valuers.

Had there been no revaluation, related figuresewflued land, building and plant and machinery
would have been as follows:

Accummlated Written
Cost —Depreciation  ___down value
Rupees

Freehold land 112,984,876 ; 112,984,876
Buildings 282,361,017 54,333,438 228,027,579
Plant & Machinery 218,407,291 126,239,244 92,168,047

2010 %4761] 26 131’%{)30 12?£T4i09ﬁ

2010
Note (Rupees)

Building and civil works 111,053,217
Plant & machinery 5,197,675
Advance to suppliers 6,213,718
Advances to contractors 25,072,522

147,537,132
Depreciation for the year has been allocated &sifsi
Cost of sales 24 84,720,982
Administrative expenses 26 7,657,007
Selling and distribution cost 27 16,285,512

108,663,501



Farticulars Cost Carying Sale Galw/ (loas) on ~~ Mode of
(101 proczeds disposal disposal
Rupes
Vehicles
1 Arshad Ali 71,000 - 35500 35,500 As per company's policy for
cmoployees
2 Mubsshar Hasan 73,700 - 25,000 25,000 As per company's policy for
employees
3 M. Yasin 73,700 - 30,000 30,000  Asper company's policy for
employees
4 Love Kumar 56,240 - 35,000 35,000 As per company's policy for
employees
5 Fakhera Alam 56, 240 - 27,000 27,000 As per company's policy for
employves
& M. Htikhar Anari 56,240 - 54,000 54,000 As per company's policy for
employees
T  Ghulam Rasool 54,000 9,000 54,000 45,000 As per company's policy for
employees
§ Zahid Igbal 54,000 10,800 54,000 43,200 As per company's policy for
employees
% Latif Khan 54,000 10,200 54,000 43,200 Az por company's policy for
employees
1# EFU Insurance Company 754,000 439,833 543,750 103,917 Insurance claim
11 EFU Insurance Company 1,339,000 1,018,600 1,300,000 281 400 Insurence claim
12 EFUInsurance Company 62,900 41,933 57,000 15,067 Insurance claim
13 MirLugan Aslan 210,000 580,500 325,000 (255,500) Ensurance claim
3,565,020 2,111,466 2,504,250 482,784
Soap Plant Bodlding 4,138,695 2,241,793 - (2,241,79%) Drismoeantlad
2011 Rupess 7,793,718 4,353,259 1,594,250 (1,759,909}
2010 Rupees 12,745,756 2,289,156 8,061,942 5,772,786
MNumber of shares Name of Companies 2010
2010 Rupees
218 Wational General Insuremce Company Limited 2,985
Ordinary Share of Ra.10 each
Equity held 0.01%
301 Mercantile Co-operative Finance Corporation Limited 30,100

A' class shares of Rs. 100 each
The entity is under hiquidation

33,085



2010

Note (Rupees)

Stores 3,941,587
Spare parts 546,996
Loose tools 152,047
4,640,630

Raw material 164,529,561
Work in process 9,069,289
Finished goods 17.1 202,738,436
376,337,286

Stock in transit 13,657,519
389,994,805

These includes finished goods of Parent companyatimy to Rs. 1,760,636 (2010: Rs. 1,893,153)
which are carried at net realizable value.

Advances to employees 18.1 3,481,774
Advances to suppliers 23,051,026
Others 1,289,583

27,822,383

There is no interest free advance against salaydoutives on June 30, 2011 (2010: Rs. Nil).

Deposits
Earnest money 8,335,302
Lease key money 296,580
Margin deposits 2,560,612
11,192,494
Prepayments 420,063
11,612,557
Advance income tax at beginning of the year 4,598,809
Income tax paid during the year 105,178,739
Provision for current taxation 30 (12,766,067)
Advance income tax at end of the year 97,011,481
Held to maturity investments - local currency 10,000,000
Investments at fair value through
profit and loss - listed securities 21.1 9,714,907

19,714,907



Number of shares  Name of Companies 2010

2010 Camyingvalue  Fair value
Rupess Rupees
Pakistan National Shibping C. .
25000  Ordinary shares of Ra. 10 each 1,154,000 997,250
Bank Alfalsh Ltd
155,755 Ondinary shares of Ra. 10 each 1,643,215 14T 442
PICIC-Growth Fund
415000  Ordinary shares of Ra. 10 each 4,069,526 3342900
Pakistan Oilfields. Ltd.
7,000  Ordinary shares of Re. 10 each 1,658,604 1,511,300
PICICAF
500,004  Orcinary Shares of Bs.10 each 1817612 1,800,015
11,342,967 9714507
Unrealized gain on sccount of
remeasurement to fair value (1,628,060) -
9,714,907 9,714,907
2009
Note (Rupees)
Cash in hand 1,522,429
Current accounts
- Foreign currency 6,850,069
- Local currency 19,615,412
26,465,481
Deposit accounts- Local currency 22.1 28,504,647
56,492,557
These carry interest rate of 5-7.5% per annum@268.5% per annum)
Gross sales 1,701,919,714
Less: Discount (165,236,743)

1,536,682,971



Work in process:
Opening
Closing

Raw materials consumed
Salaries, wages and benefits
Fuel and power
Repair and maintenance
Stores and spares consumed
Packing charges
Excise duty
Postage and telephone
Insurance
Travelling and conveyance
Transport
Canteen Expenses
Security expenses
Product registration expenses
Laboratory and other expenses
Depreciation
Cost of goods manufactured
Finished stock:

Opening

Purchases

Closing

Opening stock
Add: Purchases

Less: Closing stock

Salaries, wages and benefits include Rs.2.203omi{2010: Rs. 2.304 million) charged on account of
defined contribution plan of the Parent and Subsydiompanies.

Note

24.1
24.2

144

2010
(Rupees)

7,791,792
(9,069,289)

(1,277,497)

632,449,257
62,820,646
25,642,193
11,146,004

5,172,149
7,199,185
108,543
1,046,344
2,217,394
1,775,093
1,575,242
2,713,927
1,086,676
1,298,340
5,986,160
84,720,982

845,680,637

131,451,425
62,747,469
(202,738,436

(8,539,542)
837,141,095

134,222,613
662,756,205

796,978,818
(164,529,561)

632,449,257



2010

Note (Rupees)

From financial assets
Dividend income 1,864,549
Capital gain on sale of shares 6,787,178
Profit on deposits with banks 1,345,123
Gain on reameasurement of short term investments -
Exchange gain 98,235
Commission 20,002,489
Income from services -
Gain on fair value adjustment of interest rate SWAP -

30,097,574
From non financial assets
Gain on disposal of property, plant and equipment 5,772,786

35,870,360
Salaries, wages and benefits 26.1 49,257,984
Directors fees and expenses 1,081,870
Rent, rates and taxes 1,775,113
Postage and telephone 2,086,465
Printing and Stationary 1,858,127
Travelling and conveyance 2,942,572
Transport 2,158,432
Legal and professional charges 3,798,685
Fuel and power 2,559,971
Auditors Remuneration 26.2 1,024,304
Repairs and maintenance 6,063,000
Subscriptions 815,004
Donations 26.3 1,343,800
Insurance 1,278,854
Depreciation 14.4 7,657,007
Canteen Expenses 2,033,208
Other administrative expenses 5,711,714

93,446,110

Salaries, wages and benefits include Rs.2.2430mi(2010: Rs. 2.092 million) charged on account of
defined contribution plan of the Parent and Subsjdiompanies.

Fee for annual audit 500,000
Fee for audit of consolidated accounts 50,000
Review of half yearly accounts 75,000
Audit fee- BF Biosciences 75,000
Other certifications 165,000
Out of pocket expenses 95,304

960,304

Audit fee - Farmacia 64,000



Donations were given to LUMS School of Science Bndineering, The Citizen Foundation and Edhi
Welfare Trust. Donations did not include any amqaid to any person or organization in which a
director or his spouse had any interest.

2010
Note (Rupees)

Salaries, wages and benefits 27.1 115,044,717
Travelling and conveyance 62,022,056
Transport 2,776,120
Rent, rates and taxes 1,783,088
Advertisement and publicity 92,344,506
Freight and Forwarding 10,284,013
Printing and Stationary 1,690,513
Postage and telephone 3,301,537
Electricity and gas 1,004,130
Subscriptions and fees 3,510,273
Insurance 4,844,264
Repairs 1,057,569
Legal and professional charges 154,100
Entertainment 669,051
Training 1,075,736
Depreciation 144 16,285,512
Other selling expenses 405,506

318,252,691

Salaries, wages and benefits include Rs.4.155mi{2010: Rs. 3.281 million) charged on account of
defined contribution plan of the parent and subsjdtompanies.

Finance charge on leased assets 105,577
Mark-up on bank financing 31,048,123
Bank charges 1,451,668
Interest on Workers’ Profit Participation Fund 203,990
Transfer of fair value swap to subsidiary 651,481
33,460,839
Long term investments written off -
Loss on sale of fixed asset -
Loss on remeasurement of other financial assets 1,628,060
Exchange loss -
Workers’ Profit Participation Fund 15,507,545
Workers’ Welfare Fund 8,340,228
Central Research Fund 3,344,013

28,819,846



2010

Note (Rupees)
Current year 12,766,067
Deferred 4,369,059
17,135,126

Pursuant to the insertion of clause 126F in Paiftthe Second Schedule of Income Tax Ordinance
2001 (the Ordinance) through the Finance Act 2@1#®,profits and gains of the Company are exempt
from tax for three years commencing from the taary2010. Accordingly the Company has not
provided any normal tax liability on its taxable@ame. However, minimum tax under section 113 of the
Ordinance has been provided for in these finasté¢ments.

Since the Company is subject to minimum tax undetiegn 113 of the Income Tax Ordinance, 2001,
therefore tax charge reconciliation has not beepaed.

The subsidiary company, BF Biosciences Limited &aalable tax losses. Accordingly minimum tax
under section 113 of the Income Tax Ordinance, 2084 been provided for in these consolidated
financial statements. Tax return filed by the sdiasy company upto tax year 2010 stand assessed in
terms of section 120 of the Ordinance. However,dathorities are empowered to open or amend the
assessments within five years of the date of aseeds

The provision for taxation against the subsidi&grmacia being an Association of Persons, has been
provided in accordance with Section 92 and Dividioh Part | of First Schedules of the Income Tax
Ordinance, 2001. Tax return filed by the subsidiapyo tax year 2010 stand assessed in terims
section 120 of the Ordinance. However, tax autiesribire empowered to open or amend the
assessments within five years of the date of aseeds



Director Chief Executives
Executive
-Ropees.
Managerial remuneration 11,310,000 6,450,000 38,531.ET9
Bonus TES,000 500,000 1,312,000
Uhilities - 142,919 -
Provident fund 729,680 444 528 2,414,467

12,824,680 7,537,747 42,758,346

Humbers 2 1 25

In addition, the Chief Executive, a working directmd certain executives of the Parent Company are
allowed free use of Company vehicles.

The members of the Board of Directors were paid3200 (2010: Rs. 3,700) as meeting fee and
Rs.1,181,825 (2010: Rs. 1,078,170) as meeting egsefor attending the Board of Directors
meetings.

The Group’s related parties include associated emmp, entities over which directors are able to
exercise influence, subsidiaries, staff retirem@mtd, directors and key management personnel.
Balances with the related parties are shown elsrenm the accounts. The transactions with related
parties are as follows:

2010

(Rupees)
Employees provident fund
Advances given to members 2,047,646
Mark up recovered 200,492
Payments made on behlaf of the fund to the retgimgloyees 9,645,550
Key management personnel
Managerial remuneration 63,120,773

Capacity of the pharmaceutical unit cannot be datexd as the unit is used for manufacturing
different products in varying quantities and pagkin

The Group has exposure to the following risks fittnuse of financial instruments:
- Credit risk

- Liquidity risk

- Market rick



This note presents information about the Groupisosxre to each of the above risks, the Group’s
objectives, policies and processes for measuringnaanaging risk, and the Group’s management of
capital. Further quantitative disclosures are idetithroughout these financial statements.

The Board of Directors has overall responsibilay the establishment and oversight of the Grouipls r
management framework. The Board is responsibledémeloping and monitoring the Group’s risk
management policies.

The Group’s risk management policies are estalligheidentify and analyse the risks faced by the
Group, to set appropriate risk limits and contraisgd to monitor risks and adherence to limits. Risk
management policies and systems are reviewed rgtdareflect changes in market conditions and
the Group’s activities. The Group, through itsrinag and management standards and procedures,
aims to develop a disciplined and constructive rcbr@nvironment in which all employees understand
their roles and obligations.

The Group’s Audit Committee oversees how managemmamitors compliance with the Groups's risk
management policies and procedures, and reviewadéguacy of the risk management framework in
relation to the risks faced by the Group. The Gio#udit Committee is assisted in its oversigherby
Internal Audit. Internal Audit undertakes both rieguand ad hoc reviews of risk management controls
and procedures, the results of which are repoatéiaket Audit Committee.

Credit risk is the risk of financial loss to theo@p if a customer or counterparty to a financisirimment fails

to meet its contractual obligations. To manageicr&k the Group maintains procedures covering the
application for credit approvals, granting and weale of counterparty limits and monitoring of
exposures against these limits. As part of theseegses the financial viability of all counterpestis
regularly monitored and assessed.

Credit risk is the risk of financial loss to theoGp if a customer or counterparty to a financiatrument
fails to meet its contractual obligations. The m@uiyn activities of the Group are manufacturing and
sale of pharmaceuticals. The Group is exposedédditcrisk from its operation and certain investing
activities.

The Group’s credit risk exposures are categorisgithe following headings:

In relation to the Group’s exposure to credit riskade debtors and financial institutions are majo
counterparties and Group’s policies to manageimisklation to these counter parties are explainete
following paragraphs;

The Group’s exposure to credit risk is influencedimty by the individual characteristics of each
customer. Substantial portion of the Groups’s raeers attributable to sales transactions through a
single distributor based on demand.



Sale of pharmaceuticals is at a price determinegicaordance with the agreed pricing formula as
approved by Ministry of Health, Government of Ptdas

Collectability is assessed based on the creditimatk of the customer as determined by credit sheck
and the customer’s payment history to the Groug Ghoup establishes a provision for doubtful debts
in respect of trade debts and historically sucbdsdave been within management’s expectations.

The Group limits its exposure to credit risk byyinvesting in liquid securities and only with
counterparties that have a good credit rating fRACRA and JCR-VIS. Given these high credit
ratings, management does not expect any countgtpddil to meet its obligations.

The Group limits its exposure to credit risk by ntaining bank accounts only with counterparties tha
have sound credit ratings. Given these high creglings, management does not expect any
counterparty to fail to meet its obligations.

The carrying amount of financial assets of the @roepresents the maximum credit exposure. The
Group does not have any significant credit riskosxpe to any single counter party or any group of
counter parties having similar characteristicstaedmaximum financial exposure due to credit riskhe
groups financial assets as at 30 June was :

2010
(Rupees)
Long term investment-available for sale 33,085
Long term deposits 13,779,402
Trade debts 74,110,067
Deposits and prepayments 10,895,914
Loan and advances -
Other receivables 211,716
Short term investments 19,714,907
Cash and bank balances 54,970,128
173,715,219

The maximum exposure to credit risk for loan armetineables at the reporting date by type of parties
was:

Institutional customers 62,643,145
Retail customers 451,820
Distributors 11,015,103
Banks 64,970,128
Listed companies and mutual funds 9,714,907
Others 24,920,116

173,715,219



2010

The aging of trade debts at the reporting date was: (Rupees)
Not past due -
Past due 0-30 days 31,600,501
Past due 31- 120 days 23,974,226
Past due 121-365 days 15,133,496
More than one year 3,401,844
74,110,067

The management constantly evaluates the creditwesth of the customers and considers the historical
payment record of customers. In relation to theerdebts that are past due the management believes
that counterparties will discharge their obligaticemd accordingly no allowance for impairment is
required.

The allowance account in respect of other recepsid used to record impairment losses, when no
recovery of the amount owing is possible; at tlwamithe amount considered irrecoverable is writi#n
by the Group.

Liquidity risk results from the Group’s potentiabbility to meet its financial liabilities, e.g.tdement of
borrowings, paying its suppliers and settling fioamhease obligations. The responsibility for ligtyid
risk management rests with the Board of Directbth®Parent Company and their approach in thardeg
is to ensure that the Group always has sufficigaidity to meet its liabilities when due, withaaturring
unacceptable losses or risking damage to the Gsaeputation. Beyond effective net working capital
and cash management, the Group mitigates liquittikyby arranging short term financing from highly
rated financial institutions.

The maturity profile of the Company’s financial Hiities based on the contractual amounts is as
follows:

2010
Curying Comstracinsl & monthe 612 i1 Mare than
s cash flows or leas mcadhs yemrn 5 years
Hupees
Secured bunk loan 174,062,500 11,177429 5,658,750 61,124,332 0,304,330
Finanoe lease Hsbdlitics 475,003 478,300 478,300 - : .
Trads and other payshies 189,553,305 149,553,305 189,533,305 . - .
Accrued mark-up on bag
e financing 3,306,950 3,306,950 3,306,950 2 -
Shoet termn bomowing 36,523,049 36,528,040 36,528,049 . .




Market fluctuations may result in cashflow and jreblatility risk for the Group. The Group’s opéiray
activities as well as its investment and financaagjvities are affected by changes in foreign emgbarates,
interest rates and security prices. To optimizeatfmcation of the financial resources as well esuge an
optimal return for its shareholders, the Group fifies, analyzes and proactively manages the assoki
financial market risks. The Group seeks to managk @ntrol these risks primarily through its regula
operating and financing activities.

The interest rate risk is the risk that the valtighe financial instrument will fluctuate due toastges in the
market interest rates. Sensitivity to interest rele arises from mismatches of financial assets|abilities
that mature in a given period. The Group has leng tupee based loans and runnimg finance arrangeten
variable rates. The local currency loans have bfarigricing rates that is dependent on the Statek Bd
Pakistan’s discount rate and the Karachi Inter Baffiér Rate (KIBOR).

At the reporting date the interest rate profiléhaf Groups’s interest-bearing financial instrumevds:

2010 2010
% (Rupees)
Variable rate instruments
Financial assets 5.0t0 14.84 26,465,481
Financial liabilities 13.84 10 14.75 (174,537,503)
(148,072,022)

Fair value sensitivity analysis for fixed rate instuments

The Group does not account for any fixed rate Gr@rassets and liabilities at fair value througbfip or
loss, and the Group does not designate derivafinesest rate swaps) as hedging instruments under
fair value hedge accounting model. Therefore a ghan interest rates at the reporting date would no
affect profit or loss.

Cash flow sensitivity analysis for variable rate istruments

An increase of 100 basis points in interest rateébeareporting date would have increased/ (deedjas
profit or loss by the amounts shown below. Thishais assumes that all other variables, in pasicul
foreign currency rates, remain constant. The aigalyperformed on the same basis as for the previo

year.
Profit and loss
2010
(Rupees)
Variable rate instruments (1,480,720)

A 100 basis points decrease in interest rateseategborting date would have had an equal but ofgposi
effect on the equity and profit and loss to the @am® shown above, on the basis that all otherhlaga
remain constant.



PKR is the functional currency of the Group andesxwe arises from transactions and balances
in currencies other than PKR as foreign exchange flactuations may create unwanted and
unperdicticable earnings and cashflow volatilitheTGroup’s potential currency exposure comprises
of:

- Transactional exposure in respect of non funeficurrency monetary items.
- Transactional exposure in respect of non funeficurrency expenditure and revenues.

The potential currency exposures are discussed/pelo

Transactional exposure in respect of non functionaturrency monetary items

Monetary items, including financial assets andiliiéds, denominated in currencies other than the
functional currency of the Group are periodicafigtated to PKR equivalent, and the associatedogain
loss is taken to the profit and loss account. Tareidin currency risk related to monetary items is
managed as part of the risk management strategy.

Transactional exposure in respect of non functionaturrency expenditure and revenues

Certain operating and capital expenditure is iremuivy the Group in currency other than the funetion
currency. Certain sales revenue is earned in aie®mther than the functional currency of the @rou
These currency risks are managed as a part ofllovskananagement strategy. The Group does net ent
into forward exchange contracts.

Exposure to foreign currency risk
The Company’s exposure to foreign currency rigkatreporting date was as follows:

2010
Rupees US Dollars
Cash and bank balances 6,952,518 81,221
Trade and other payables (88,108,166) (1,029,301)
Trade receivables - -
Gross balance sheet exposure (81,155,648) (948,080)

The following significant exchange rates were aggptiuring the year:
Average rate
2010 2010
US Dollars 85.60 84.07



A ten percent strengthening of the Pakistani Ruggenst the following currencies at the reporting
date would have increased / (decreased) profibss by the amounts shown below. This analysis
assumes that all other variables, in particularégt

Profit and loss

2010
(Rupees)

Profit and loss account (2,642,085)

A 10 percent weakening of the PKR against the UBBDencies at the reporting date would have
had the equal but opposite effect on the USD taatheunts shown above, on the basis that all other
variables remain constant.

The primary goal of the Group’s investment stratégyo maximise investment returns on surplus
funds. The Group adopts a policy of ensuring mimanits price risk by investing in fixed rate
investments like TDRs and income funds of Mutualdi Certain investments are designated at fair
value through profit or loss because their perforraais actively monitored and they are managed on
a fair value basis. Equity price risk arises fraweistments at fair value through profit and loss.

A change of 5% in the value of investments atvalue through profit and loss would have increased
decreased profit or loss by Rs.0.65 million (2@R€: 0.5 million) on the basis that all other vdgalyemain
constant.

The estimated fair value of financial instrumerstsot significantly different from their book valaes
shown in these financial statements.

The Group’s objective when managing capital is @afeguard the Company’s ability to continue as
a going concern so that it can continue to provieteirns for shareholders and benefits for other
stakeholders, and to maintain a strong capital b@ssipport the sustained development of its
businesses.

The Group manages its capital structure which ca@picapital and reserves by monitoring returnetn n
assets and makes adjustments to it in the ligbhafges in economic conditions. In order to mainbai
adjust the capital structure, the Group may adjustamount of dividend paid to shareholders and/ or
issue new shares. There were no changes to Grapgp'each to capital management during the year and
the Group is not subject to externally imposedtaapquirement.



The Board of Directors of the Parent Company iir timeeting held on 27 August, 2011 have proposed
final cash dividend of Rs. 1.25 per share andkstiidend @ 15 % i.e. 3 bonus shares for every 20
shares held, for the year ended June 30, 2011.

The financial statements have been authorizedstarei by the board of directors of the company on
August 27, 2011.

Rawalpindi
August 27, 2011 Director Chairperson & CEO
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122,560
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79,596

81,368

88,674
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Directors, Chief Executive Officer, and

their spouse and minor childrens 7
Chief Executive Officer
Mrs. Akhter Khalid Waheed
Directors ]
Mr. Osman Khalid Waheed
Mrs. Munize Azhar Peracha
Mr. Omar Khalid Waheed
Mr. Farooq Mazhar
Mr. Nihal Cassim
Mr. M. M. Ispahani .
Associated Companies, undertakings and
related parties. 2
Associated Company o
M/s. KFW Factors (Pvt) Limited
Executives
Syed Ghausuddin Saif
NIT and ICP 4
National Investment Trust Limited
Industrial Development of Pakistan
IDBP (ICP UNIT)
NBP - Trustee Department NIﬁU)T Fund
Banks, Development Financial Institutions,
Non Banking Financial Institutions. 6
Mercantile Co-Op Finance Corp Ltd.
United Bank Limited
Faysal Bank Limited
The Bank Of Khyber
National Bank Of Pakistan o
The Bank Of Punjab, Treasury Division
Insurance Companies 5
Adamjee Insurance Company Ltd.
Co-Op Insurance Society of Pak.Ltd.
United Insurance Company of Pak Ltd.
State Life Insurance CorE: of Pakistan
EFU General Insurance Limited
General Public 2,307
Others 23
Manzoor llahi & Sons
Karim Bakhsh & Sons
Magbool Shah Trust
United Executors & Trustees Co. Ltd.
Securities & Exchange Commission of Pak.
Custodian of EnemX Property for Pakistan
Dy. Administrator (APO)
United Executors & Trustees Co Ltd.
Employee’s Old - Age Benefits Institution
Trustees - Saeeda Amin Wakf
Trustees - Mohamad Amin Wakf Estate
Amin Agencies (Pvt) Limited
NH Securities (Pvt) Limited
Oriental Securities (Pvt) Limited
Capital Vision Securities g)?vt) Limited
Stock Master Securities (Pvt) Limited
AWJ Securities (SMC-Private) Limited
M. R. Securities (SMC-Pvt) Limited
Ismail Abdul Shakoor Securities (Pvt) Limited
MSMANIAR Financials (Pvt) Limited
Investment Managers Securities (pvt.) Limited
Trustee - PIPF Equity Sub - Fund
Money Line Securities (pvt.) Ltd

Grnad Total 2,354

Shareholders holding 5% or more
KFW Factors (Pvt) Limited

MNMve Al lhtar KWhalid \A/labhAan

3,605,459
1,502,996

899,521

276,169
750,665
122,364
8,086
45,658

6,864,724
6,862,895

1,829
1,465,994
36,655
550
5,330
1,423,459

1,846,719
98

1,209
253,620
27,400
1,378,386
185,120
2,424,746
120
135,564
798,710
1,490,180
172
8,120,797
671,015

4

552,000
25,755
36,580
6,220
634
46
240
782
414
1,474
81
134
16,00
6,608
500

24,999,454

6,862,895

1 CNDO Q0O

14.42
6.01
3.60






I/We, of

being a member oFerozsons Laboratories Limited, and holder of Ordinary Shares as pe
Share Register Folio No. and/or CDQidRaant 1.D. No. and Sub Account
No. hereby appoint Mr./Mrs.

of another member of the CoynpaRolio No. or failing hinn/he
Mr./Mrs. of who is also a member of
the Company Folio No. as myjoky to attend and vote for me/us and on myhmhalf

at the Annual General Meeting of the Company tddéled on Thursday, September 29, 2011 at 12:30 gnuh.at any

adjournment thereof.

Affix Revenue

Stamp of Rs. 5
Signature of Member

As witness given under my/our hand day of 2011
1. Witness: 2.  Witness:

Signature : Signature :

Name: Name:

CNIC No. CNIC No.

Address Address

Important: The Form of Proxy duly completed, must be resbiat the office of the Company’s Share Registrar,
CorpTec Associates (Pvt.) Limited, 7/3-G, Mushtdomed Gormani Road, Gulberg 11, Lahore not
less than 48 hours before the time of holdingrtketing. For completion of Proxy form please fulfil
requirements given in ttrespective Notice of Annual General Meeti
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