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TEN YEAR SUMMARY













MISSION STATEMENT

To be a leader in the markets we serve by providing quality 
products and superior service to our customers, while learning 
from their  feed  back  to  set  even  higher  standards  for  our 
products.  To  be  a  company  that  continuously  enhances  its 
superior  technological  competence  to  provide  innovative 
solutions to customer needs. To be a company that attracts 
and  retains  outstanding  people  by  creating  a  culture  that 
fosters openness and innovation, promotes individual growth 
and  rewards  initiative  and  performance.  To  be  a  company 
which combines its people, technology, management systems 
and market opportunities to achieve profitable growth while 
providing fair returns to its investors. To be a company that 
endeavors to set the highest standards in corporate ethics in 
serving the society 

STRATEGIC VISION & OBJECTIVES

To  position  ourselves  to  be  a  regional  supplier  of  quality 
packaging and tissue products. To improve on contemporary 
measures such as cost, quality, service, speed of delivery and 
mobilization.  Keep  investing  in  technology,  systems  and 
human resources to effectively meet the challenges every new 
dawn brings. Develop relationships with all our stakeholders 
based on sustainable co-operation, upholding ethical values, 
which  the  shareholders,  management  and  employees 
represent and continuously strive for.

ENVIRONMENT, HEALTH AND SAFETY POLICY

The Management of Packages Limited realizes that we live in a 
world where resources are finite and the eco-system has a 
limited capacity to absorb the load mankind is placing on it. 
That  is  why  it  is  our  belief  that  we  must  do  everything 
practically  possible  to  lessen  the  load  we  place  on  the 
environment  and  make  every  effort  so  that  sustainable 
development  becomes  a  reality.  Packages  Limited  has 
formulated its environment, health and safety (EH&S) policy 
to address these issues in a more effective way. It is very clear 
to us that these objectives cannot be realized by the efforts of 
the Management alone. While the general directions are to be 
provided by the Management, the help of all the employees 



will be required to transform these ambitions into reality. It is 
expected that all employees will  do their best to implement 
the policy in its true spirit.



ENVIRONMENT, HEALTH AND SAFETY POLICY STATEMENT

Packages Limited shall:

1. Minimize  its  environmental  impact,  as  is  economically 
and practically possible.

2. Save raw materials  including energy,  water  and avoid 
waste.

3. Ensure  that  all  its  present  and  future  activities  are 
conducted  safely,  without  endangering  the  health  of  its 
employees, its customers and the public.

4. Develop plans and procedures and provide resources to 
successfully implement this policy and for dealing effectively 
with any emergency.

5. Provide environmental, health and safety training to all 
employees and other relevant persons to enable them to carry 
out their duties safely without causing harm to themselves, to 
other individuals and to the environment.

6. Ensure  that  all  its  activities  comply  with  national 
environmental, health and safety regulations.

This  policy  shall  be reviewed as and when required for  the 
betterment of the same.

50 YEARS OF EXCELENCE

Packages Limited has been there for the last 50 years & the 
next 50 will be far more challenging

STRATEGIC VISION & OBEJECTIVES

It is the basic principle of Packages Limited to obey the law of 
the land and comply with its legal system. Accordingly every 
director and employee of the company shall obey the law. Any 
director  and  employee  guilty  of  violation  will  be  liable  to 
disciplinary consequences because of the violation of his / her 
duties.



Employees  must  avoid  conflicts  of  interest  between  their 
private financial activities and conduct of company business.

All business transactions on behalf of Packages Limited must 
be reflected accordingly in the accounts of the company.

The image and reputation of Packages Limited is determined 
by  the  way  each  and  every  one  of  us  acts  and  conducts 
himself / herself at all times.
We are  an  equal  opportunity  employer.  Our  employees  are 
entitled to a safe and healthy workplace.

Every manager and supervisor shall be responsible to see that 
there  is  no  violation  of  laws  within  his  /  her  area  of 
responsibility which proper supervision could have prevented. 
The manager and supervisor shall still be responsible if he / 
she delegates particular tasks

QUALITY POLICY

We at Packages Limited are committed to producing quality 
products which conform to our customers’ requirements and 
strengthen our position as a quality-managed company. Our 
pledge is to provide the market with the best quality products 
at competitive prices through a customer- driven and service-
oriented, dynamic management team. To meet this obligation, 
the  company  will  continue  updating  of  employee  skills  by 
training,  acquisition  of  new  technology  and  regular  re-
evaluation  of  its  quality  control  and  assurance  systems. 
Appropriate resources of the company will be directed towards 
achieving the quality goals through employees’ participation.

NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the 53rd Annual General Meeting 
of Packages Limited will be held
at  the  Beach  Luxury  Hotel,  Moulvi  Tamizuddin  Khan  Road, 
Karachi on Tuesday March 18, 2008 at 10.30 a.m. to transact 
the following business:-

Ordinary Business:



1. To  confirm  the  minutes  of  the  Extraordinary  General 
Meeting held on October 5, 2007.

2. To  receive,  consider  and  adopt  the  audited  financial 
statements of the company together with the Directors’ and 
Auditors’ Reports thereon for the year  ended December 31, 
2007.

3. To elect ten directors as fixed by the Board under section 
178(1) of the Companies Ordinance, 1984 in accordance with 
the provisions of  the  said Ordinance for  a period of  three 
years commencing May 26, 2008. The  names of  the retiring 
directors  are  Mr.  Asadullah  Khawaja,  Mr.  Kamal  Afsar,  Mr. 
Khalid  Yacob,  Mr.  Makku  Juha  Pentikainen,  Mr.  Mujeeb 
Rashid,Syed  Aslam Mehdi,  Mr.  Shamim  Ahmad  Khan,  Syed 
Hyder Ali, Syed Shahid Ali and Mr. Tariq Iqbal Khan.

4. To appoint Auditors for the ensuing year, and to fix their 
remuneration.  (Messrs  A.  F.  Ferguson  &  Co.,  Chartered 
Accountants,  retires  and  has  offered  themselves  for  re- 
appointment).

B. SPECIAL BUSINESS:

5. To approve the issue of bonus shares in the ratio      of 
15 new shares for every 100 existing ordinary shares held  i.e. 
15% on  the  existing  issued,  subscribed  and  paid  up  share 
capital of the company.

6. To  consider,  and  if  thought  fit  ,  to   approve  the 
renumeration payable to the full time working directors of the 
company, including the chief executive .

 By Order of the Board

Karachi              Adi J.  Cawasji 
Feburary 14, 2008              Company Secretary

Notes:

1. Any  person  who  seeks  to  contest  the  election  of 
directors shall file with the company at its registered office not 



later  than  fourteen  days  before  the  day  of  the  above  said 
meeting  his/her  intention  to  offer  himself/herself  for  the 
election  of  directors  in  terms  of  section  178(3)  of   the 
Companies Ordinance, 1984  together with (a) consent in form 
28, (b) a declaration with consent to act  as director  in the 
perscribed  form  under  clause  (ii)  of  the  code  of  corporate 
governance to the effect that he /she is aware of duties and 
powers of directors under the Companies Ordinance, 1984, the 
Memorandum and Articles of Association of the Company and 
the listing regulations of the Karachi, Lahore and Islamabad 
Stock  Exchanges  and  has  read  the  relevant  provisions 
contained therein, (c) a declaration in terms of clause (iii) and 
(iv) of the code of corporate governance to the effect that he / 
she  is  not  serving  as  a  director  of  more  than  ten  listed 
companies,  that  his/her  name  is  borne  on  the  register  of 
national tax payers (except where he / she is a non-resident), 
that he/she has not been convicted by a court of competent 
jurisdiction as defaulter in payment of any loan to a banking 
company, a development financial institution or a non-banking 
financial institution.

2. The Share Transfer Books of the company will   remain 
closed from March 10, 2008 to March 18,  2008 (both days 
inclusive). Transfers received in order by our Shares Registrar, 
Ferguson  Associates  (Pvt.)  Limited,  4th  floor,  State  Life 
Building No.2-A, I. I. Chundrigar Road, Karachi-74000 by the 
close of business on  March 08, 2008 will  be considered in 
time for entitlement of bonus shares. 

3. A member entitled to attend and vote at the meeting 
may appoint a proxy in writing to attend the meeting and vote 
on the member’s behalf.

4. Duly completed forms of proxy must be deposited with 
the  Company  Secretary  at  the  Registered  Office  of  the 
company at  4th Floor,  The Forum, Suite  # 416-422,  G-20, 
Block  9,  Khayaban-e-Jami,  Clifton,  Karachi-75600  not  later 
than 48 hours before the time appointed for the meeting.

5. Shareholders are requested to notify any change in their 
addresses immediately.



6. Members who have not yet submitted photocopy of their 
computerized  national  identity  cards  to  the  company  are 
requested to send the same at the earliest.

7. CDC  account  holders  will  further  have  to  follow  the 
under  mentioned  guidelines  as  laid  down  in  Circular  No.1 
dated January 26, 2000 issued by the Securities and Exchange 
Commission of Pakistan.

A. FOR ATTENDING THE MEETING:

(i) In case of individuals, the account holder or sub account 
holder  and/or  the  person  whose  securities  are  in  group 
account and their registration details are uploaded as per the 
Regulations,  shall  authenticate  identity  by  showing  his/her 
original national identity card (NIC) or original passport at the 
time of attending the meeting.

(ii) In  case  of  corporate  entity,  the  Board  of  Directors’ 
resolution / power of attorney with specimen signature of the 
nominee  shall  be  produced  (unless  it  has  been  provided 
earlier) at the time of the meeting.

(B) FOR APPOINTING PROXIES:

(i) In case of individuals, the account holder or sub-account 
holder  and  /  or  the  person  whose  securities  are  in  group 
account and their registration details are uploaded as per the 
Regulations,  shall  submit  the  proxy  form as  per  the  above 
requirement.

(ii) Attested copies of NIC or the passport of the beneficial 
owners and the proxy shall be furnished with the Proxy Form.

(iii) The proxy shall produce his / her original NIC or original 
passport at the time of the meeting.

(iv) In  case  of  corporate  entity,  the  Board  of  Directors’ 
resolution / power of attorney with specimen signature shall 
be submitted (unless it has been provided earlier) along with 
proxy form to the company.

8. Pursuant  to  rule  6  (iii)  of  The  Companies  (  Issue  of 
Capital ) Rules, 1996, the Auditors have certified that the  free 



reserves  and  surpluses  retained  after  the  issue  of   bonus 
shares  will  not  be  less  than  twenty  five  percent  of  the 
increased capital.

9. Form of proxy is attached in the Annual Report.



STATEMENT  UNDER  SECTION  160  OF  THE  COMPANIES 
ORDINANCE, 1984 REGARDING SPECIAL BUSSINESS:

ITEM NO.5 OF THE NOTICE

The  Directors  have  recommended  the  issue  of  11,006,022 
bonus shares by capitalization of a part of the Free Reserves 
of the company. After the issue, the total paid up capital will 
increase  to  Rs.  843,795,040.  None  of  the  Directors  are 
interested  in  this  business  except  to  the  extent  of  their 
entitlement  to  bonus  shares  as  shareholders.  The Directors 
recommend considering  and,  if  thought  fit,  passing  with  or 
without  modification  the  following  Resolutions  as  Ordinary 
Resolutions:

a) RESOLVED that a sum of  Rs.  110,060,220 out of  the 
Free Reserves of the company be capitalized and applied to 
the issue of 11,006,022 ordinary shares of Rs. 10 each and 
allotted as fully paid up bonus shares to the members of the 
company who are registered in the books of the company on 
March 18, 2008 in the proportion of 15 such new shares for 
every 100 existing ordinary shares held and that such new 
shares shall rank pari passu with the existing ordinary shares 
of the company. 

b) RESOLVED  that  in  the  event  of  any  member  holding 
shares which are not an exact multiple of one, the Directors 
be and are hereby authorized to sell in the stock market such 
fractional entitlement and to pay the proceeds of sale when 
realized to a charitable institution approved under section 61 
(1) of the Income Tax Ordinance, 2001.

c) RESOLVED that for the purpose of giving effect to the 
foregoing, the Directors be and are hereby authorized to give 
such directions as may be necessary and as they deem fit to 
settle any question or any difficulties that may arise in the 
distribution of the said new shares or in the payment of the 
sale proceeds of the fractions.



TEM NO.6 OF THE NOTICE

The shareholders’ approval will be sought for the payment of 
remuneration and the provision of certain facilities to the chief 
executive /managing director and full time working directors in 
accordance with their terms and conditions of service with the 
company.

For this purpose, the following Ordinary Resolution which sets 
out  the  terms  of  appointment  of  chief  executive/managing 
director  and  full  time  working  directors  is  proposed  to  be 
moved at the meeting:-

“RESOLVED that consent be and is hereby given for payment 
as remuneration to  Syed Hyder  Ali,  Mr.  Mujeeb Rashid,  Mr. 
Khalid  Yacob  and  Syed  Aslam  Mehdi  full  time  working 
directors,  of  the sums not  exeeding Rs.13 million  each per 
year effective January 1, 2008 and for the provision to them of 
house maintenance, transport, medical and leave fare facilities 
and  other  benefits  incidental  or  relating  to  their  office  in 
accordance with company’s rules from time to time in force.”

Syed Hyder Ali, Mr. Mujeeb Rashid, Mr. Khalid Yacob and Syed 
Aslam Mehdi are interested in this bussiness to the extent of 
their respective remunerations.



DIRECTORS’ REPORT TO THE SHAREHOLDERS

The Board of  Directors  are pleased to  present  their  Annual 
Report  together  with  the  company’s  audited  financial 
statements for the year ended December 31, 2007.

The year  under  review has  been a landmark  year,  as  your 
company completed 50 years of its operational existence and 
also marked the beginning of commercial production of its first 
phase of the Bulleh Shah Paper Mills Project in Kasur. 

50 YEARS OF OPERATIONS

Reflecting back through the years, your company has come a 
long way from the producer of folding cartons primarily for the 
tobacco  industry  in  1957,  commissioning  its  24,000 tonnes 
Paperboard Mills in 1968 to the present status as the country’s 
major  solution provider of  all  types of  packaging materials. 
Packages Ltd, is  a key producer of quality paper and paper 
board  and  quality  tissue  paper  consumer  products  in  the 
country. The company continues to create value by investing 
in state of the art technology, plant & equipment, training of 
human resource, investing in related businesses and creating 
synergy with its core business.

Your Directors take this opportunity to thank the customers, 
shareholders  and  other  stakeholders  who  showed  their 
confidence  and  supported  the  company during  the  past  50 
years as well  as  its  past  and present employees, who with 
their dedication and efforts have made the company what it is 
today.

The last 50 years have been good but the future poses new 
challenges and we pledge to go forward with the confidence 
that every new challenge would bring in  new opportunities to 
position the company as an important player in the local and 
regional markets.



GENERAL OVERVIEW

The company’s gross sales during the year increased by Rs. 
1.5 billion, an increase of 17% from the previous year. This 
increase has also helped the government in collecting more 
revenue in the form of sales tax. Imposition of 1% special
excise duty on all of company’s products as well as increase in 
sales  tax  rate  on  flexible  packaging  products  which  include 
plastics, foils, films and polyethylene from 15% to 20% and 
from July 2007 has also increased the contribution of company 
to the government revenue by 28% from last year.

The company’s net sales grew by 15% during the year.  Its 
packaging materials registered a growth of 12% during the 
year.  Food  and  cigarette  industries  witnessed  the  highest 
growth for flexible and rigid packaging businesses.  Despite 
the decline in corrugated  cartons for the textile industry (due 
to  low  cotton  production  and  weak  export  demand)  our 
corrugated boxes business has registered a 16% increase in 
sales by regaining lost business, and an increase in demand of 
boxes for food.  

For paperboard products, the start-up of PM-6 production from 
August 2007 enabled additional capacities to become available 
to produce writing paper in Lahore and brown board in Kasur. 
During the year under review we supplied for the first time 
liner and fluting paper to the local converters of corrugated 
boxes  as  well  as  various  papers  including  printing,  writing, 
photo copier, computer paper and paper to the book printers 
in the local market. The paper supplied to the market was well 
received because of its higher quality compared to the locally 
available  paper  and  hopefully,  it  would  substitute  imported 
paper in future.

The company’s tissue product business has registered a 14% 
growth.  “Rose  Petal”,  our  flag  ship  brand  in  consumer 
products,  dominated the market in  year 2007 by delivering 
quality  to  the  valued  customers  in  both  consumer  and 
institutional  business.  Our  key  focus  on  enhancing  tissue 
paper  usage  by  providing  innovative  solutions  to  customer 
needs has shown considerable success.



COMPANY’S RESULTS

Although the total gross revenue of the company increased by 
17%, at the same time input costs also increased due to un-
precedented increase in petroleum prices which escalated the 
freight  charges  for  all  imported  materials.  Similarly  cost  of 
petroleum  based  raw  materials  used  in  flexible  packaging 
products  continued  to  increase  throughout  the  year.  In  the 
category of plastics, major price increases were observed in 
the LLDPE (Linear Low Density Polyethylene) and LDPE (Low 
Density Polyethylene) during 2007. Net price increase in LDPE 
was about 24% and in LLDPE about 11% during the year. This 
price escalation coupled with increase in freight charges and 
foreign currency exchange rates had resulted in raw material 
prices going up by more than 10%. At the same time increase 
in oil prices and limited supply of wood chips has contributed 
to the upward price trend of pulps, which has increased the 
paper and tissue raw material costs.   

The  increases  in  costs  were  partially  compensated by price 
rationalization, increased productivity and introduction of new 
technologically  efficient  products.  Accordingly  gross  margin 
percentages were under pressure for most of the year despite 
sales showing a healthy growth in the packaging business. We 
however,  continue  our  sustained  efforts  to  improve  the 
margins.

Another factor affecting the financial results for the year was 
depreciation and financial expenses of Phase-I of the Bulleh 
Shah  Paper  Mills  for  five  months  which  were  not 
commensurate with the revenue due to lower start up capacity 
utilization in its initial stage.

However, if we segregate the company’s financial results into 
its  existing  operations  at  Lahore  and  the  Bulleh  Shah 
operations, the existing operations have made Rs.76 million 
more profit as against the previous year.



During the year the company has carried out an exercise of 
revaluing  its  existing  investments  in  the  shares  of  certain 
listed  associated  companies.  By  carrying  out  the  above 
exercise  the  company  has  registered  fair  value  of  such 
investments on its balance sheet and a capital gain of Rs.3.8 
billion.

BULLEH SHAH PAPER MILLS PROJECT (BSPM)

We are happy to announce that the company has completed 
the first phase of Bulleh Shah Paper Mill situated near Kasur, 
and 70 km from the existing location, at the cost of Rs. 6.8 
billion.  The  new  plant  has  a  more  efficient  layout  and  is 
capable of producing board of international quality. Presently 
Paper Machine (PM) 6 along-with high yield straw pulping & 
OCC plants and its back processes like 11 MW power house, 
gas turbine and primary effluent treatment-sedimentation and 
sludge dewatering are fully operational. The paper and board 
manufactured on PM-6 is of higher quality, stronger and more 
consistent because of the state of the art equipment. The PM-
6 start up capacity utilization during the five months is better 
than  its  projected  optimization  curve  and  is  delivering  the 
desired quality product. With the completion of first phase the 
company has increased its capacity of brown board to 100,000 
tonnes and its combined capacity to 200,000 tonnes.  We are 
also  pleased to mention that  the quality  of  the paperboard 
manufactured on PM-6 has been very well received and the 



company has started exports to the Middle East, Sri Lanka and 
Africa.

Work on its  second phase which includes  erection of  Paper 
Machine  (PM)  7,  Coating  machine,  Deinking  plant,  41  MW 
power house steam turbine, and secondary effluent treatment 
is going in full swing.  So far Rs. 6.9 billion has been spent on 
this  phase and we are confident  that  the coating  machine, 
deinking  plant  would  come  into  operation  during  the  2nd 
quarter  of  2008.  Paper  Machine  (PM-7)  and  41  MW power 
house would be completed during the third quarter 2008.The 
company has incurred an aggregate cost of Rs.13.7 billion on 
the project until the end of December 2007 and a further cost 
of Rs.1.3 billion.

is expected to be incurred until the completion of PM - 7. Our 
initial  estimates  were  based  on  discussions  and  quotations 
from the vendors of the main machinery suppliers. The project 
also  envisaged  use  of  refurbished  secondhand  equipment 
necessarily  resulting  in  estimations.  Accordingly  during  the 
course of the project, necessary and qualitative changes in the 
scope of the project were made which increased the project 
cost. Furthermore, there has been the impact due to increases 
in prices of metals, civil work materials and other costs. The 
management fully recognizes the impact and has taken steps 
to  ensure  the  availability  of  necessary  financial  and human 
resources for the completion of the project.

The project has been funded through the issue of right shares, 
internal  cash  generation  and  long-term  loans  from  local 
banking consortium and International Finance Corporation.

To facilitate the movement of raw and finished materials to 
and  from Kasur,  we  have  entered  into  an  agreement  with 
Pakistan  Railways,  whereby  we  have  built  a  platform  and 
installed  stackers  on  leased  land  at  the  Kot  Radha  Kishan 
railway  station  to  transport  material  through  train.  The 
Packages  Container  Terminal  was  inaugurated  in  January 
2008.  This  shall  significantly  reduce  the  freight  costs  of 
incoming raw materials as well as finished products to Karachi.



OTHER CAPITAL INVESTMENTS

A Corrugator and Flexo Folder Gluer have also been installed 
in the new site at Kasur with an annual capacity of 55,000 
tonnes. The plant is expected to bring in economies of scale 
and operational efficiency in manufacturing of shipping boxes. 
It is using the board manufactured by PM-6 which is superior 
to what they were using before.  

The existing tissue machine PM - 4 at Lahore has reached its 
maximum capacity and to cater to the increasing demand of 
tissue products a new Tissue Machine with an annual capacity 
of 33,000 tonnes   was ordered.  The erection of the machine 
has  commenced  and  it  is  expected  to  be  in  commercial 
production during the second quarter of 2008.

CONTINUOUS IMPROVEMENT

To  ensure  complete  satisfaction  of  our  customers  we 
recertified our Quality Management System to ISO 9001:2000 
standards. During the year ISO 14001 certification was carried 
out  for  the  Packaging  Division,  which  has  resulted  in 
improvement in effluent quality and better resource and waste 
management.  By  adhering  to  the  ISO  14001  EMS  the 
continuous improvement cycle will be ensured in the future, 
Business  Unit  Flexible  received  HACCP  certification  which 
means that all flexible packaging products would now comply 
with the requirements of food safety packaging. 

In the field of energy conservation steps are being taken to 
further reduce our energy usage as it not only helps to reduce 
the green house gas emissions but also helps to reduce our 
demand for gas and furnace oil.

FUTURE OUTLOOK

The  prospects  of  rising  inflation,  higher  interest  rates, 
rupee/foreign  currency  exchange  rates,  and  increasing  fuel 
charges  are  increasing  cost  of  production  for  businesses  in 
Pakistan.  This  will  be especially  true in  2008 for  packaging 
materials  because  the trend of  rising  prices  in  plastics  and 
pulps  is  continuously  persisting  in  2008.   Under  these 
circumstances,  maintaining  good  margins  would  be 



challenging  and  these  can  only  be  achieved  by  bringing  in 
price rationalization, production efficiencies and improvement 
in operations and raw material sourcing.

On the paperboard front, demand for writing printing paper 
would  continue  to  grow  in  the  domestic  market  at 
approximately 5-7%. Presently about 25-30% of the country’s 
paper and board needs are being met from imports

APPROPRIATION

As mentioned above the Bulleh Shah Paper Mills investment is 
at  its  peak  and  capacity  utilization  is  gradually  increasing. 
Accordingly  the  Directors  are  of  the  view  that  a  prudent 
approach may be followed for  the long term growth of  the 
company and accordingly the Directors recommend issue of 
fifteen bonus shares for every one hundred shares held on the 
existing  issued,  subscribed  and  paid  up  capital  of  the 
company.

AUDITORS

The  present  auditors  M/s  A.F.  Ferguson  &  Co.,  Chartered 
Accountants retire and offer themselves for reappointment. As 
suggested by the Audit Committee, the Board of Directors has 
recommended their reappointment as auditors of the company 



for  the  year  ending  December  31,  2008,  at  a  fee  to  be 
mutually agreed. 

Compliance with the Code of Corporate Governance

The requirements of the Code of Corporate Governance set 
out by the Karachi, Lahore and Islamabad Stock Exchanges in 
their  Listing  Regulations,  relevant  for  the  year  ended 
December 31, 2007 have been adopted by the company and 
have 
been duly complied with. A statement to this effect is annexed 
to the report.

With PM-7 coming online in the third quarter of next year we 
hope to upgrade the quality of white paper in the local paper 
market and fill  the demand supply gap with PM-7 paper to 
substitute  imports.  Similarly  with  our  new  tissue  machine 
starting production during the second quarter of next year we 
hope to make an entry into the international markets with our 
tissue paper  in  a big way.  For  the domestic  consumers  we 
would continue to aim at ensuring availability and accessibility 
of  tissue  products  to  enhance  market  penetration  and 
achieving better

STATEMENT OF ETHICS AND BUSINESS PRACTICES

The Board has adopted the statement of Ethics and Business 
Practices.  All  employees are informed of this statement and 
are required to observe these rules of conduct in relation to 
customers, suppliers and regulations.

MATERIAL CHANGES

There  have  been  no  material  changes  since  December  31, 
2007 and the company has not entered into any commitment, 
which would affect its financial position at the date.

BOARD OF DIRECTORS

Syed Aslam Mehdi  was appointed Director  on the Board on 
August 23, 2007 in place of Ms. Kirsten Rausing who resigned 
on August 23, 2007.  The Board wishes to record the valuable 



contribution made by Ms. Kirsten Rausing and welcomes Syed 
Aslam Mehdi on the Board.

In  the  year  2007,  four  board  meetings  were  held  and  the 
number  of  meetings  attended  by  each  Director  is  given 
hereunder:-



AUDIT COMMITTEE

An Audit Committee of the Board has been in existence since 
the enforcement of the Code of Corporate Governance, which 
comprises  of  three  non-executive  directors  (including  its 
Chairman) and two executive directors. During the year four 
meetings  of  the  Audit  Committee  were  held.  The  Audit 
Committee has its terms of reference which were determined 
by the Board of Directors in accordance with the guidelines 
provided in the Listing Regulations.

CORPORATE AND FINANCIAL REPORTING FRAMEWORK

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

Proper  books  of  account  have  been  maintained  by  the 
company.

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

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

The system of internal control is sound in design and has been 
effectively implemented and monitored.

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

There  has  been  no  departure  from  the  best  practices  of 
Corporate Governance, as detailed in the listing regulations.

There  has  been  no  departure  from  the  best  practices  of 
transfer pricing.



The key operating and financial data for the last ten years is 
annexed.

The value of investments of provident, gratuity and pension 
funds based on their audited accounts as on December 31, 
2007 were the following:

Provident Fund Rs. 617.063 million
Gratuity Fund Rs. 262.782 million
Pension Fund Rs. 484.828 million

The value of investment includes accrued interest.

Trading of Shares by Chief Executive, Directors, Chief Financial 
Officer, Company Secretary, their spouses and minor children:

PATTERN OF SHAREHOLDINGS

A Statement of the pattern of shareholding of certain class of 
shareholders as at December 31, 2007, whose disclosure is 
required  under  the  reporting  framework,  is  included  in  the 
annexed shareholder’s information. The Directors, CEO, CFO, 
Company Secretary and their spouses or minor children did 
not carry out any trade in shares of the company during the 
year, except as noted above.



SHAREHOLDERS’ INFORMATION

Registered Office
4th Floor, The Forum
Suite # 416-422, G-20, Block 9
Khayaban-e-Jami, Clifton,
Karachi- 75600
Tel :  92-21-5831618, 5831664, 5833011
Fax : 92-21-5860251

Shares Registrar
Ferguson Associates (Pvt.) Ltd.
4th Floor, State Life Building No. 2-A
I.I. Chundrigar Road,
Karachi-74000
Tel. : 92-21-2425467, 2426597,2427012,  
         92-2475266.
Fax : 92-21-2426752

Listing on Stock Exchanges
Packages  equity  shares  are  listed  on  Karachi,  Lahore  and 
Islamabad Stock Exchanges.

Listing Fees
The annual listing fee for the financial year 2007-08 has been 
paid to all  the three stock exchanges within the prescribed 
time limit.

Stock Code
The stock code for  dealing in equity  shares of  Packages at 
KSE, LSE and ISE is PKGS.

Shares Registrar
Packages’  shares  department  is  operated  by  Ferguson 
Associates (Pvt.) Ltd. and services over 3,764 shareholders. It 
is managed by a well experienced team of professionals and is 
equipped  with  the  necessary  infrastructure  in  terms  of 
computer  facilities  and  comprehensive  set  of  systems  and 
procedures for conducting the Registration function.

The essential  and outstanding ingredient of  the Registration 
services is the involvement of Chartered Accountants in the 
quality control aspect of Registration activities.



The  Shares  Registrar  has  online  connectivity  with  Central 
Depository Company of Pakistan Limited (CDC). It undertakes 
activities  pertaining  to  dematerialization  of  shares,  share 
transfers,  transmissions,  issue  of  duplicate  /  re-validated 
dividend  warrants,  issue  of  duplicate  /  replaced  share 
certificates, change of address and other related matters.

For assistance, shareholders may contact either the Registered 
Office or the Shares Registrar. 

Contact Persons:

Mr. Rafique Khatri
Tel :  92-21-5831618,5831664,5833011
Fax : 92-21-5860251

Mr. Ovais Khan
Tel. : 92-21-2425467, 2426597,2427012
         92-21-2475266 
Fax : 92-21-2426752

Service Standards
Packages  has  always  endeavored  to  provide  investors  with 
prompt  services.  Listed  below are  various  investor  services 
and the maximum time limits set for their execution:

Well  qualified  personnel  of  the  Shares  Registrar  have  been 
entrusted with the responsibility of ensuring that services are 
rendered within the set time limits.

Statutory Compliance

During the year the company has complied with all applicable 
provisions,  filed  all  returns  /  forms  and  furnished  all  the 
relevant  particulars  as  required  under  the  Companies 
Ordinance, 1984 and allied rules, the Securities and Exchange 



Commission  of  Pakistan  (SECP)  Regulations  and  the  Listing 
requirements.

Dematerialization of Shares

The  equity  shares  of  the  company  are  under  the 
dematerialization category. As of date 70.81% of the equity 
shares  of  the  company  have  been  dematerialized  by  the 
shareholders.

Dividend Announcement

The  Bulleh  Shah  Paper  Mills  investment  is  at  its  peak  and 
capacity  utilization  is  gradually  increasing.  Accordingly  the 
Directors  are of  the view that  a  prudent  approach may be 
followed  for  the  long  term  growth  of  the  company  and 
accordingly the Directors have proposed a nil cash dividend for 
the financial  year  ended December 31,  2007.  However,  the 
Board of Directors have recommended to allot to the members 
of the company fully paid up bonus shares in the proportion of 
15 such new shares for  every 100 exsiting ordinary shares 
held. The aforesaid bonus shares are subject to approval by 
the sharesholders of the company at the Annual [2006: 60% 
cash dividend (Rs. 6.00 per sahre of Rs. 10.00) Bonus shares: 
5%].

Book Closure Dates

The  Register  of  Members  and  Share  Transfer  Books  of  the 
company will remain closed from March 10, 2008 to March 18, 
2008 both days inclusive.

Investors’ Grievances

To date none of the investors or shareholders have filed any 
letter  of  complaints  against  any  service  provided  by  the 
company to its shareholders.

Legal Proceedings

No  case  has  ever  been  flied  by  shareholders  against  the 
company for non-receipt of shares refund.



SHAREHOLDERS’ INFORMATION

General Meetings & Voting Rights

Pursuant to Section 158 of The Companies Ordinance, 1984, 
Packages  holds  a  General  Meeting  of  shareholders  at  least 
once  a  year.  Every  shareholder  has  a  right  to  attend  the 
General Meeting. The notice of such meeting is sent to all the 
shareholders  at  least  21 days  before  the meeting and also 
advertised in at least one English and one Urdu newspaper 
having circulation in Karachi, Lahore and Islamabad.

Shareholders having holding of at least 10% of voting rights 
may also apply to the board of directors to call for meeting of 
shareholders,  and  if  board  does  not  take  action  on  such 
application within 21 days, the shareholders may themselves 
call the meeting.

All shares issued by the company carry equal voting rights. 
Generally, matters at the general meetings are decided by a 
show of hands in the first instance. Voting by show of hands 
operates  on  the  principle  of  “One  Member-One  Vote”.  If 
majority  of  shareholders  raise  their  hands  in  favor  of  a 
particular  resolution,  it  is  taken as passed,  unless  a  poll  is 
demanded.

Since the fundamental voting principle in a company is “One 
Share-One Vote”, voting takes place by a poll, if demanded. 
On a poll  being taken, the decision arrived by poll  is  final, 
overruling any decision taken on a show of hands.

Proxies

Pursuant to Section 161 of The Companies Ordinance, 1984 
and according to the Memorandum and Articles of Association 
of  the  company,  every  shareholder  of  the  company who is 
entitled  to  attend  and  vote  at  a  general  meeting  of  the 
company can appoint  another person as his  /  her proxy to 
attend and vote instead of him / her. Every notice calling a 
general meeting of the company contains a statement that a 
shareholder entitled to attend and vote is entitled to appoint a 
proxy, who ought to be a member of the company.



The  instrument  appointing  a  proxy  (duly  signed  by  the 
shareholder appointing that proxy) should be deposited at the 
office of the company not less then forty-eight hours before 
the meeting.

Web Presence

Updated information regarding the company can be accessed 
at  Packages  website,  www.packages.com.pk.  The  website 
contains the latest financial results of the company together 
with  company’s  profile,  the corporate philosophy and major 
products.



‘SHAREHOLDING PATTERN

The shareholding pattern of  the equity  share  capital  of  the 
company as at December 31, 2007 is as follows:









STATEMENT OF COMPLIANCE WITH THE CODE OF CORPORATE 
GOVERNANCE

This statement is being presented to comply with the Code of 
Corporate Governance contained in the listing regulations of 
Karachi,  Lahore  and  Islamabad  stock  exchanges  for  the 
purpose of establishing a framework of good governance.

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

1. The company encourages representation of independent 
non-executive  directors  and  directors  representing  minority 
interests  on  its  Board  of  Directors.  At  present  the  Board 
includes  six  independent  non-executive  directors  and  none 
representing  minority  interests  as  no  minority  shareholder 
offered himself/herself for election. 

2. The directors of the company have confirmed that none 
of  them  is  serving  as  a  director  in  more  than  ten  listed 
companies, including this company, except for Mr. Tariq Iqbal 
Khan who has been specifically  exempted by the Securities 
and Exchange Commission of Pakistan for holding directorship 
in more than ten listed companies.

3. All  the  directors  have given declaration that  they are 
aware of their duties and powers under the relevant laws and 
the company's Memorandum and Articles of Association and 
the listing regulations of the stock exchanges of Pakistan.

4. All the resident directors of the company are registered 
as taxpayers and none of them has defaulted in payment of 
any loan to a banking company, a DFI or an NBFI or, being a 
member of a stock exchange, has been declared as a defaulter 
by that stock exchange.

5. Mr.  Khalid  Yacob is  an Executive Director  of  Packages 
Limited  and  he  also  holds  the  position  of  Director  in  IGI 
Investment Bank Limited which is the holding company of IGI 
Finex Securities Limited, a company engaged in the business 
of stock brokerage. However, Mr. Khalid Yacob undertakes that 
neither  he  nor  his  spouse  is  personally  engaged  in  the 
business of stock brokerage.



6. A casual vacancy occurred in the Board on August 23, 
2007 which was filled up by the directors on the same day.

7. The  company  has  issued  a  ‘Statement  of  Ethics  and 
Business Practices’, which has been signed by all the directors 
and employees of the company.

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

9. All  the powers of the Board have been duly exercised 
and decisions on material transactions have been taken by the 
Board including appointment,  determination of remuneration 
and  terms  and  conditions  of  employment  of  an  Executive 
Director appointed during the year.

10. The meetings of the Board were presided over by Mr. 
Asadullah Khawaja and the Board met at least once in every 
quarter  during  the  year.  Written  notices  of  the  Board 
meetings,  along  with  agenda  and  working  papers,  were 
circulated  at  least  seven  days  before  the  meetings.  The 
minutes  of  the  meetings  were  appropriately  recorded  and 
circulated.

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

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

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



14. The directors’ report for this year has been prepared in 
compliance  with  the  requirements  of  the  Code  and  fully 
describes the salient matters required to be disclosed.

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

16. The  directors,  CEO  and  executives  do  not  hold  any 
interest in the shares of the company other than that disclosed 
in the pattern of shareholding.

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

18. The Board has formed an Audit Committee. It comprises 
of five members, of whom three are non-executive directors 
including the chairman of the committee. 

19. The meetings of the audit committee were held at least 
once  every  quarter  prior  to  approval  of  interim  and  final 
results of the company as required by the code. The terms of 
reference of the committee have been formed and advised to 
the committee for compliance.

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

21. The statutory auditors of the company have confirmed 
that  they  have  been  given  a  satisfactory  rating  under  the 
quality control review programme of the Institute of Chartered 
Accountants of Pakistan, that they or any of the partners of 
the firm, their spouses and minor children do not hold shares 
of the company and that the firm and all its partners are in 
compliance  with  International  Federation  of  Accountants 
(IFAC) guidelines on code of ethics as adopted by Institute of 
Chartered Accountants of Pakistan.

22. The statutory  auditors  or  the  persons  associated  with 
them  have  not  been  appointed  to  provide  other  services 



except  in  accordance  with  the  listing  regulations  and  the 
auditors  have  confirmed  that  they  have  observed  IFAC 
guidelines in this regard.  

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

Asadullah Khawaja
Chairman 
February 14, 2008



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

We have reviewed the Statement of Compliance with the best 
practices  contained  in  the  Code  of  Corporate  Governance 
prepared by  the  Board  of  Directors  of  Packages  Limited  to 
comply with the Listing Regulation No. 37 of the Karachi Stock 
Exchange,  Chapter  XIII  of  the  Lahore  Stock  Exchange  and 
Chapter  Xl  of  the  Islamabad  Stock  Exchange,  where  the 
company is listed.

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

As part of our audit of financial statements we are required to 
obtain an understanding of the accounting and internal control 
systems sufficient to plan the audit and develop an effective 
audit approach. We have not carried out any special review of 
the internal control system to enable us to express an opinion 
as to whether the Board’s statement on internal control covers 
all controls and the effectiveness of such internal controls.

Based on our review nothing has come to our attention, which 
causes us to believe that the Statement of Compliance does 
not  appropriately  reflect  the  company’s  compliance,  in  all 
material  respects,  with  the  best  practices  contained  in  the 
Code of Corporate Governance as applicable to the company 
for the year ended December 31, 2007.

A.F. FERGUSON & CO.
Chartered Accountants
Lahore, Feburary 14, 2008  



AUDITORS’ REPORT TO THE MEMBERS

We  have  audited  the  annexed  balance  sheet  of  Packages 
Limited as at December 31, 2007 and the related profit and 
loss account, cash flow statement and statement of changes in 
equity together with the notes forming part thereof, for the 
year then ended and we state that we have obtained all the 
information  and  explanations  which,  to  the  best  of  our 
knowledge and belief, were necessary for the purposes of our 
audit.

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

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

(a) in our opinion, proper books of account have been kept by 
the company as required by the Companies Ordinance, 1984;

(b) in our opinion:

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



(ii)   the  expenditure  incurred  during  the  year  was  for  the 
purpose of the company’s business; and

(iii)  the  business  conducted,  investments  made  and  the 
expenditure incurred during the year were in accordance with 
the objects of the company;

(c)   in  our  opinion and to the best  of  our  information and 
according to the explanations given to us, the balance sheet, 
profit and loss account, cash flow statement and statement of 
changes in equity together with the notes forming part thereof 
conform wfth approved accounting standards as applicable in 
Pakistan, and, give the information required by the Companies 
Ordinance, 1984, in the manner so required and respectively 
give a true and fair view of the state of the company’s affairs 
as at December 31, 2007 and of the profit, its cash flows and 
changes in equity for the year then ended; and

(d)  in our opinion zakat deductible at source under the Zakat 
and Ushr Ordinance, 1980 (XVIII of 1980), was deducted by 
the  company,  and  deposited  in  the  Central  Zakat  Fund 
established under section 7 of that Ordinance.

A. F. FERGUSON & CO.
Chartered Accountants
Lahore, Feburary 14, 2008 













NOTES  TO  AND  FORMING  PART  OF  THE  FINANCIAL 
STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2007

1.     Legal status and nature of business
Packages Limited ('The Company') is a public limited company 
incorporated in Pakistan and is listed on Karachi, Lahore and 
Islamabad Stock Exchanges. It is principally engaged in the 
manufacture  and  sale  of  paper,  paperboard,  packaging 
materials and tissue products.

2. Basis of preparation

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

2.2 Standards,  interpretations  and  amendments  to 
published approved accounting standards
The following amendments  to existing standards have been 
published  that  are  applicable  to  the  Company's  financial 
statements covering annual periods, beginning on or after the 
following dates:

2.2.1    Amendments  to  published  standards  effective  in 
current year
Amendments to IAS 1 'Presentation of financial statements' - 
Capital Disclosure is mandatory for the company's accounting 
period beginning on January 01, 2007. It's adoption by the 
company only impacts  the format and extent of  disclosures 
presented in the financial statements.

2.2.2  Amendments to published standards not yet effective
Certain amendments to IAS 23 'Borrowing costs'  have been 
published  that  are  applicable  to  the  company's  financial 
statements  covering  annual  periods,  beginning  on  or  after 
January  01,  2009.  Adoption  of  these  amendments  would 



require the company to capitalise the borrowing costs directly 
attributable to the acquisition, construction or production of a 
qualifying asset (one that takes substantial period of time to 
get ready for use or sale) as part of the cost of that asset. The 
option of immediately expensing these borrowing costs will be 
removed.  Its  adoption  will  not  have  any  impact  on  the 
company's financial statements.

3. Basis of measurement
3.1 These  financial  statements  have been prepared under 
the historical cost convention except for revaluation of certain 
financial instruments at fair value and recognition of certain 
employee retirement benefits at present value. The company's 
significant accounting policies are stated in note 4. Not all of 
these  significant  policies  require  the  management  to  make 
difficult,  subjective or complex judgments or estimates. The 
following  is  intended  to  provide  an  understanding  of  the 
policies  the  management  considers  critical  because  of  their 
complexity,  judgment  of  estimation  involved  in  their 
application  and  their  impact  on  these  financial  statements. 
Estimates and judgments are continually  evaluated and are 
based  on  historical  experience,  including  expectations  of 
future events that  are believed to be reasonable  under the 
circumstances.  These  judgments  involve  assumptions  or 
estimates in respect of future events and the actual results 
may differ from these estimates. The areas involving a higher 
degree  of  judgments  or  complexity  or  areas  where 
assumptions  and  estimates  are  significant  to  the  financial 
statements are as follows:

A)   Employee retirement benefits
The company uses the valuation performed by an independent 
actuary  as  the  present  value  of  its  retirement  benefit 
obligations.  The  valuation  is  based  on  assumptions  as 
mentioned in note 4.8

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



C)    Useful  life  and residual  values of  property,  plant  and 
equipment  
The company reviews the useful lives of property, plant and 
equipment on regular basis. Any change in estimates in future 
years  might  affect  the  carrying  amounts  of  the  respective 
items of property, plant and equipment with a corresponding 
effect on the depreciation charge and impairment.

4. Significant accounting policies
The significant accounting policies adopted in the preparation 
of these financial statements are set out below. These policies 
have  been  consistently  applied  to  all  the  years  presented, 
unless otherwise stated.

4.1 Taxation
CURRENT 
Provision of current tax is based on the taxable income for the 
year  determined  in  accordance  with  the  prevailing  law  for 
taxation of income. The charge for current tax is calculated 
using prevailing tax rates or tax rates expected to apply to the 
profit for the year if enacted. The charge for current tax also 
includes  adjustments,  where  considered  necessary,  to 
provision  for  tax  made  in  previous  years  arising  from 
assessments framed during the year for such years.
DEFERRED
Deferred tax is accounted for using the balance sheet liability 
method in respect  of  all  temporary differences arising from 
differences  between  the  carrying  amount  of  assets  and 
liabilities in the financial statements and the corresponding tax 
bases used in the computation of the taxable profit. Deferred 
tax  liabilities  are  generally  recognised  for  all  taxable 
temporary differences and deferred tax assets are recognized 
to the extent that it is  probable that taxable profits  will  be 
available against which the deductible temporary differences, 
unused tax losses and tax credits can be utilised.

Deferred tax is calculated at the rates that are expected to 
apply to the period when the differences reverse based on tax 
rates that have been enacted or substantively enacted by the 
balance sheet date. Deferred tax is charged or credited in the 
income statement,  except  in  the  case  of  items  credited  or 
charged to equity in which case it is included in equity. 



4.2 Property, plant and equipment
Property, plant and equipment except freehold land are stated 
at  cost  less  accumulated  depreciation  and  any  identified 
impairment  loss.  Freehold  land  is  stated  at  cost  less  any 
identified impairment loss. Cost in relation to certain plant and 
machinery  signifies  historical  cost,  gains  and  losses 
transferred  from  equity  on  qualifying  cash  flow  hedges  as 
referred to in note 4.17 and borrowing costs as referred to in 
note 4.20.

Depreciation on all property, plant and equipment is charged 
to profit  on the straight-line  method so as to write off  the 
depreciable amount of an asset over its estimated useful life at 
the following annual rates:

Plant and machinery 6.25% to 20%
Buildings 2.5%   to 10%
Other equipments 10% to 33.33%
Furniture and fixtures 10% to 20%
Vehicles 20%
The assets' residual values and useful lives are reviewed, at 
each financial year end, and adjusted if impact on depreciation 
is significant. The Company's estimate of the residual value of 
its property, plant and equipment as at December 31, 2007 
has not required any adjustment as its impact is considered 
insignificant.

Depreciation on additions to property, plant and equipment is 
charged  from  the  month  in  which  an  asset  is  acquired  or 
capitalised while no depreciation is charged for the month in 
which the asset is disposed off.

The company assesses at  each balance sheet date whether 
there is any indication that property, plant and equipment may 
be impaired. If such indication exists, the carrying amounts of 
such assets are reviewed to assess whether they are recorded 
in excess of their recoverable amount. Where carrying values 
exceed the respective recoverable amount, assets are written 
down  to  their  recoverable  amounts  and  the  resulting 
impairment loss is recognised in profit and loss accont for the 
year. The recoverable amount is the higher of an asset's fair 
value less costs to sell and value in use. Where an impairment 
loss is recognised, the depreciation charge is adjusted in the 



future periods to allocate the asset's revised carrying amount 
over its estimated useful life.

Subsequent costs are included in the asset's carrying amount 
or recognised as a separate asset, as appropriate, only when it 
is probable that future economic benefits associated with the 
item will flow to the company and the cost of the item can be 
measured reliably. All other repair and maintenance costs are 
charged to profit and loss account during the period in which 
they are incurred.

The  gain  or  loss  on  disposal  or  retirement  of  an  asset 
represented by the difference between the sale proceeds and 
the carrying amount of the asset is recognised as an income 
or expense.  

4.3 Intangible assets
Expenditure incurred to acquire computer software and SAP 
Enterprise Resource Planning System (ERP) are capitalised as 
intangible  assets  and  stated  at  cost  less  accumulated 
amortisation  and  any  identified  impairment  loss.  Intangible 
assets  are  amortised  using  the  straight-line  method over  a 
period of three years.

Amortisation on additions to intangible assets is charged from 
the month in which an asset is acquired or capitalised while no 
amortisation is charged for the month in which the asset is 
disposed off.

The company assesses at  each balance sheet date whether 
there is any indication that intangible may be impaired. If such 
indication  exists,  the  carrying  amount  of  such  assets  is 
reviewed to  assess  whether they are recorded in excess of 
their recoverable amount. Where carrying values exceed the 
respective  recoverable  amount,  assets  are  written  down  to 
their recoverable amounts and the resulting impairment loss is 
recognised  in  profit  and  loss  account  for  the  year.  The 
recoverable amount is the higher of an asset's fair value less 
costs to sell  and value in use. Where an impairment loss is 
recognised, the amortisation charge is adjusted in the future 
periods to allocate the asset's revised carrying amount over its 
estimated useful life.



4.4 Capital work-in-progress
Capital work-in-progress is stated at cost less any identified 
impairment loss.

4.5 Investment property
Property  not  held  for  own  use  or  for  sale  in  the  ordinary 
course of business is  classified as investment property.  The 
investment  property  of  the  company  comprises  land  and 
buildings and is valued using the cost method i.e. at cost less 
any accumulated depreciation and any identified impairment 
loss.

Depreciation on buildings is charged to profit on the straight- 
line  method  so  as  to  write  off  the  depreciable  amount  of 
building over its estimated useful life at the rates ranging from 
3.33% to  6.67% per  annum.  Depreciation  on  additions  to 
investment  property  is  charged from the month in which  a 
property  is  acquired  or  capitalised  while  no  depreciation  is 
charged for the month in which the property is disposed off.

The assets' residual values and useful lives are reviewed, at 
each financial year end, and adjusted if impact on depreciation 
is significant. The company's estimate of the residual value of 
its  investment  property  as  at  December  31,  2007  has  not 
required  any  adjustment  as  its  impact  is  considered 
insignificant.

The company assesses at  each balance sheet date whether 
there  is  any  indication  that  investment  property  may  be 
impaired.  If  such indication exists,  the carrying amounts of 
such assets are reviewed to assess whether they are recorded 
in excess of their recoverable amount. Where carrying values 
exceed the respective recoverable amount, assets are written 
down  to  their  recoverable  amounts  and  the  resulting 
impairment loss is recognised in profit and loss account for the 
year. The recoverable amount is the higher of an asset's fair 
value less costs to sell and value in use. Where an impairment 
loss is recognised, the depreciation charge is adjusted in the 
future periods to allocate the asset's revised carrying amount 
over its estimated useful life.

The  gain  or  loss  on  disposal  or  retirement  of  an  asset 
represented by the difference between the sale proceeds and 



the carrying amount of the asset is recognised as an income 
or expense.

4.6 Leases
(1) The Company is the lessee:

Finance leases

Leases where the company has substantially all the risks and 
rewards of ownership are classified as finance leases. Asset 
subject to finance lease are initially recognised at the lower of 
present  value  of  minimum lease  payments  under  the  lease 
agreements  and  the  fair  value  of  the  assets.  Subsequently 
these assets are stated at cost less accumulated depreciation 
and any identified impairment loss.

The  related  rental  obligations,  net  of  finance  charges,  are 
included in liabilities against assets subject to finance lease. 
The  liabilities  are  classified  as  current  and  long-term 
depending upon the timing of the payment.

Each  lease  payment  is  allocated  between  the  liability  and 
finance  charges  so  as  to  achieve  a  constant  rate  on  the 
balance  outstanding.  The  interest  element  of  the  rental  is 
charged to profit over the lease term. 

Assets acquired under a finance lease are depreciated over the 
useful life of the asset on a straight-line method at the rates 
given in note 4.2. Depreciation of leased assets is charged to 
profit and loss account.

Depreciation on additions to leased assets is charged from the 
month in which an asset is acquired while no depreciation is 
charged for the month in which the asset is disposed off.

Operating leases
Leases where a significant portion of the risks and rewards of 
ownership  are  retained  by  the  lessor  are  classified  as 
operating leases. Payments made under operating leases (net 
of  any  incentives  received  from the  lessor)  are  charged  to 
profit on a straight-line basis over the lease term.



(2) The Company is the lessor:

Operating leases
Assets  leased  out  under  operating  leases  are  included  in 
investment  property  as  referred  to  in  note  14.  They  are 
depreciated  over  their  expected  useful  lives  on  a  basis 
consistent with similar owned property, plant and equipment. 
Rental  income  (net  of  any  incentives  given  to  lessees)  is 
recognised on a straight-line basis over the lease term.

4.7 Investments
Investments intended to be held for less than twelve months 
from the balance sheet date or to be sold to raise operating 
capital, are included in current assets, all other investments 
are  classified  as  non-current.  Management  determines  the 
appropriate classification of its investments at the time of the 
purchase  and  re-evaluates  such  designation  on  a  regular 
basis.

INVESTMENTS IN  EQUITY  INSTRUMENTS OF  SUBSIDIARIES 
AND ASSOCIATED COMPANIES
Investment in subsidiaries and associates where the company 
has  significant  influence  are  measured  at  cost  in  the 
company's  financial  statements.  Cost  in  relation  to 
investments  made  in  foreign  currency  is  determined  by 
translating  the  consideration  paid  in  foreign  currency  into 
rupees  at  exchange  rates  prevailing  on  the  date  of 
transactions. 

The  company  is  required  to  issue  consolidated  financial 
statements  along  with  its  separate  financial  statements,  in 
accordance with the requirements of IAS 27 'Consolidated and 
Separate  Financial  Statements'.  Investments  in  associated 
undertakings,  in  the  consolidated  financial  statements,  are 
being accounted for using the equity method.

OTHER INVESTMENTS
The other investments made by the company are classified for 
the purpose of measurement into the following categories:
HELD TO MATURITY  
Investments with fixed maturity that the management has the 
intent and ability to hold to maturity are classified as held to 
maturity and are initially measured at cost and at subsequent 



reporting dates measured at amortised cost using the effective 
yield method.

AVAILABLE FOR SALE
The  financial  assets  including  investments  in  associated 
undertakings  where  the  company does  not  have  significant 
influence that are intended to be held for an indefinite period 
of time or may be sold in response to the need for liquidity are 
classified as available for sale.

Investments  classified  as  available  for  sale  are  initially 
measured at cost, being the fair value of consideration given. 
At  subsequent  reporting  dates,  these  investments  are 
remeasured at  fair  value (quoted market  price),  unless  fair 
value cannot be reliably measured. 

All purchases and sales of investments are recognised on the 
trade date which is  the date that the company commits  to 
purchase  or  sell  the  investment.  Cost  of  purchase  includes 
transaction cost.

At each balance sheet date, the company reviews the carrying 
amounts of the investments to assess whether there is any 
indication that such investments have suffered an impairment 
loss. If any such indication exists, the recoverable amount is 
estimated in order to determine the extent of the impairment 
loss, if any. Impairment losses are recognized as expense. In 
respect  of  'available  for  sale'  financial  assets,  cumulative 
impairment  loss  less  any  impairment  loss  on  that  financial 
asset  previously  recognized  in  profit  and  loss  account,  is 
removed from equity  and  recognized  in  the  profit  and  loss 
account. Impairment losses recognized in the profit and loss 
account on equity instruments are not reversed through the 
profit and loss account.

4.8 Employee retirement benefits
The main features of the schemes operated by the company 
for its employees are as follows:

4.8.1 Defined benefit plans
(a) All the executive staff participates in an approved funded 
defined  benefit  pension  plan.   In  addition,  there  is  an 
approved  funded  defined  benefit  gratuity  plan  for  all 
employees. Monthly contributions are made to these funds on 



the  basis  of  actuarial  recommendation  at  the  rate  of  20 
percent  per  annum of  basic  salaries  for  pension  and  4.50 
percent per annum of  basic  salaries for  gratuity.  The latest 
actuarial valuation for the pension and gratuity schemes was 
carried out as at December 31, 2007. The actual returns on 
plan assets during the year were Rs. 162.474 million and Rs. 
49.916 million for the pension and gratuity funds respectively. 
The  actual  returns  on  plan  assets  represent  the  difference 
between the fair value of plan assets at beginning of the year 
and end of the year after adjustments for contributions made 
by the company as reduced by benefits paid during the year.

The future contribution rates of these plans include allowances 
for deficit and surplus. Projected unit credit method, using the 
following  significant  assumptions,  is  used  for  valuation  of 
these schemes:
Discount rate 11 percent per annum.
Expected  rate  of  increase  in  salary  level  8.89  percent  per 
annum.
Expected rate of return 11 percent per annum.

Plan  assets  include  long-term  Government  bonds,  equity 
instruments of listed companies and term deposits with banks. 
Return  on  Government  bonds  and  debt  is  at  fixed  rates, 
however, due to increased volatility of share prices in recent 
months, there is no clear indication of return on equity shares, 
therefore, it has been assumed that the yield on equity shares 
would match the return on debt.

The company is expected to contribute Rs. 25 million to the 
pension fund and Rs. 8 million to the gratuity fund in the next 
financial year.

The company's policy with regard to actuarial gains/losses is 
to  follow  minimum  recommended  approach  under  IAS  19 
'Employee Benefits'.

(b) Accumulating compensated absences
Provisions  are  made  annually  to  cover  the  obligation  for 
accumulating  compensated  absences  and  are  charged  to 
profit.



4.8.2 Defined contribution plan
There  is  an  approved  contributory  provident  fund  for  all 
employees.  Equal  monthly  contributions  are  made  by  the 
company and the employees to the fund.

Retirement  benefits  are  payable  to  staff  on  completion  of 
prescribed qualifying period of service under these schemes.

4.9 Stores and spares
Stores and spares are valued at moving average cost, while 
items considered obsolete are carried at  nil  value. Items in 
transit are valued at cost comprising invoice value plus other 
charges paid thereon.

Provision is made in the financial statements for obsolete and 
slow  moving  stores  and  spares  based  on  management 
estimate.

4.10 Stock-in-trade
Stock of raw materials, except for those in transit, work-in-
process and finished goods are valued principally at the lower 
of weighted average cost and net realizable value.  Cost of 
work-in-process and finished goods comprises cost of  direct 
materials, labour and appropriate manufacturing overheads.

Materials in transit are stated at cost comprising invoice value 
plus other charges paid thereon.

Net realisable value signifies the estimated selling price in the 
ordinary  course  of  business  less  costs  necessarily  to  be 
incurred to make the sale. Provision is made in the financial 
statements for obsolete and slow moving stock in trade based 
on management estimate.

4.11 Financial instruments
Financial assets and financial liabilities are recognised at the 
time when the company becomes a party to the contractual 
provisions  of  the  instrument  and  derecognised  when  the 
company loses control of contractual rights that comprise the 
financial assets and in the case of financial liabilities when the 
obligation specified in the contract is discharged, cancelled or 
expired. Any gain or loss on derecognition of financial assets 
and financial liabilities is included in the profit and loss account 
for the year.



Financial  instruments  carried  on  the  balance  sheet  include 
loans,  investments,  trade  and  other  debts,  cash  and  bank 
balances,  borrowings,  liabilities  against  assets  subject  to 
finance  leases,  derivative  financial  instruments,  trade  and 
other  payables,  accrued expenses and unclaimed dividends. 
All financial assets and liabilities are initially measured at cost, 
which  is  the  fair  value  of  consideration  given and  received 
respectively.  These  financial  assets  and  liabilities  are 
subsequently measured at fair value or cost as the case may 
be. The particular recognition methods adopted are disclosed 
in the individual policy statements associated with each item.

4.12 Offsetting of financial assets and liabilities
Financial assets and liabilities are offset and the net amount is 
reported  in  the  financial  statements  only  when  there  is  a 
legally enforceable right to set off the recognised amount and 
the  company  intends  either  to  settle  on  a  net  basis  or  to 
realise the assets and to settle the liabilities simultaneously.

4.13 Trade debts
Trade  debts  are  carried  at  original  invoice  amount  less  an 
estimate made for  doubtful  debts  based on a  review of  all 
outstanding amounts at the year end. Bad debts are written 
off when identified.

4.14 Cash and cash equivalents
Cash and cash equivalents are carried in the balance sheet at 
cost. For the purpose of cash flow statement, cash and cash 
equivalents  comprise  cash in  hand,  demand deposits,  other 
short-term  highly  liquid  investments  that  are  readily 
convertible to known amounts of cash and which are subject 
to an insignificant risk of change in value and finances under 
mark up arrangements. In the balance sheet, finances under 
mark up arrangements are included in current liabilities.

4.15 Borrowings
Borrowings are initially recorded at the proceeds received. In 
subsequent periods, borrowings are stated at amortised cost 
using the effective yield method. Finance costs are accounted 
for on an accrual basis and are included in trade and other 
payables to the extent of the amount remaining unpaid.



4.16 Trade and Other Payables
Liabilities for creditors and other amounts payable are carried 
at cost which is the fair value of the consideration to be paid in 
the future for the goods and / or services received, whether or 
not billed to the company.

Provisions are recognised when the company has a present 
legal or constructive obligation as a result of past events, it is 
probable  that  an outflow of  resources  embodying  economic 
benefits will  be required to settle the obligation and reliable 
estimate of the amount can be made. Provisions are reviewed 
at each balance sheet date and adjusted to reflect the current 
best estimate.

4.17 Derivative financial instruments
These are initially recorded at cost on the date a derivative 
contract is entered into and are remeasured to fair value at 
subsequent  reporting dates.  The  method of  recognising  the 
resulting gain or  loss  depends on whether the derivative is 
designated as a hedging instrument, and if so, the nature of 
the  item  being  hedged.  The  company  designates  certain 
derivatives as cash flow hedges.

The company documents at the inception of the transaction 
the relationship between the hedging instruments and hedged 
items, as well as its risk management objective and strategy 
for undertaking various hedge transactions. The company also 
documents its assessment, both at hedge inception and on an 
ongoing  basis,  of  whether  the  derivatives  that  are  used  in 
hedging transactions are highly effective in offsetting changes 
in cash flow of hedged items.

The effective portion of changes in the fair value of derivatives 
that  are  designated  and  qualify  as  cash  flow  hedges  are 
recognised in equity. The gain or loss relating to the ineffective 
portion  is  recognised  immediately  in  the  profit  and  loss 
account.

Amounts accumulated in equity are recognised in profit  and 
loss account in the periods when the hedged item will effect 
profit or loss. The gain or loss relating to the effective portion 
of cross currency swap hedging  variable rate borrowings is 
recognized in the profit and loss account within 'finance costs'. 
The  gain  or  loss  relating  to  the  ineffective  portion  is 



recognized  in  the  profit  and  loss  account  within  'other 
operating income/expenses'.

4.18 Revenue recognition
Revenue  is  recognised  on  despatch  of  goods  or  on  the 
performance of services except for management fee, which is 
recognised on receipt.

Return on deposits is accrued on a time proportion basis by 
reference to the principal outstanding and the applicable rate 
of return.

Dividend  income  and  entitlement  of  bonus  shares  are 
recognised  when  right  to  receive  such  dividend  and  bonus 
shares is established.

4.19 Foreign currency transactions and translation
Foreign currency transactions are translated into Pak Rupees 
using  the  exchange  rates  prevailing  at  the  dates  of  the 
transactions.  All  monetary  assets  and  liabilities  in  foreign 
currencies  are  translated  into  Pak  Rupees  at  the  rates  of 
exchange  prevailing  at  the  balance  sheet  date.  Foreign 
exchange gains and losses on translation are recognized in the 
profit and loss account. All non-monetary items are translated 
into  rupees  at  exchange  rates  prevailing  on  the  date  of 
transaction or on the date when fair values are determined.

The financial statements are presented in Pak Rupees, which is 
the company’s functional and presentation currency.

4.20 Borrowing costs
Mark  up,  interest  and  other  charges  on  borrowings  are 
capitalised  upto  the  date  of  commissioning  of  the  related 
property, plant and equipment, acquired out of the proceeds of 
such  borrowings.   All  other  mark  up,  interest  and  other 
charges are charged to profit and loss account.

4.21 Dividend
Dividend  distribution  to  the  company's  shareholders  is 
recognised as a liability in the period in which the dividends 
are approved.





7.1 Local currency loan
7.1.1 Consortium Loan
This loan has been obtained from a consortium of commercial 
banks led by MCB Bank Limited. It is secured by a first ranking 
exclusive hypothecation / equitable mortgage charge over all 
present and future fixed assets of the company amounting to 
Rs. 13,200 million in favor of MCB bank limited being security 
trustee  on  behalf  of  consortium.  It  carries  mark  up  at  six 
month Karachi Inter Bank Offered Rate (KIBOR) plus 1.35 per 
cent per annum and is payable semi annually. The effective 
mark  up  charged  during  the  year  ranges  from  11.31% to 
11.94% per  annum.  Of  the  aggregate  facility  of  Rs.  9,900 
million, the amount availed as at December 31, 2007 is Rs 
9,900 million (2006: Rs. 6,000 million), repayable in 14 equal 
semi  annual  instalments  commencing  June  06,  2009, 
December 06,  2009 and December 06,  2010 for  Rs.  1,000 
million, Rs. 5,700 million and Rs. 3,200 million respectively.

7.1.2 Others
This loan has been obtained from Citibank. It is secured by a 
first  ranking  exclusive  hypothecation  /  equitable  mortgage 
charge  over  all  present  and  future  fixed  assets  of  the 
Company amounting to Rs. 800 million in favor of MCB Bank 
Limited being security trustee on behalf of Citibank. It carries 
mark up at six month KIBOR plus 0.90 per cent per annum 
and is payable semi annually. The effective mark up charged 
during the year ranges from 10.86% to 11.49% per annum. 
Of the aggregate facility of Rs. 600 million, the amount availed 
as  at  December  31,  2007  is  Rs.  600  million  (2006:Nil), 
repayable in 7 semi annual  instalments divided into 6 semi 
annual installments   of   Rs. 75  million  and  last  installment 
of Rs. 150 million commencing June 06, 2010.

7.1.3 Derivative cross currency swap
The  company  has  entered  into  a  derivative  cross  currency 
swap of Rs. 1,000 million for its local currency loan to hedge 
the possible adverse movements in interest rates. Under the 



terms of the cross currency swap arrangement, the company 
pays London Interbank Offered Rate (LIBOR) plus bank spread 
to the arranging bank on the local currency loan denominated 
in  USD  for  the  purposes  of  the  cross  currency  swap,  and 
receives KIBOR from the arranging bank. There has been no 
transfer of liability under this arrangement, only the nature of 
the  interest  payments  has  changed.  As  this  hedging 
relationship  is  ineffective and does  not  meet the criteria  of 
cash flow hedge, this arrangement does not qualify for special 
hedge accounting specified in IAS 39 ‘Financial instruments: 
Recognition and Measurement’.

7.2 Foreign currency loan
The  loan  has  been  obtained  from  International  Finance 
Corporation (IFC).  It  is  secured by a first  ranking exclusive 
hypothecation /  equitable  mortgage charge over  all  present 
and future fixed assets of the company amounting to USD 40 
million. It carries mark up at six month LIBOR plus 1.85% per 
annum and is payable semi annually. The effective mark up 
charged  during  the  year  was  7.554%  per  annum.  Of  the 
aggregate facility of USD 30 million, the amount availed as at 
December 31, 2007 is USD 30 million (2006: Nil), repayable in 
14  equal  semi  annual  installments   commencing  July  15, 
2010.



9.1 Running finances
Short-term running finances  available  from a consortium of 
commercial banks under mark up arrangements amount to Rs. 
5,632.000 million (2006: Rs. 3,095.000 million). The rates of 
mark up range from Re. 0.2600 to Re. 0.3589 per Rs. 1,000 
per diem or part thereof on the balances outstanding. In the 
event, the company fails to pay the balances on the expiry of 
the  quarter,  year  or  earlier  demand,  mark  up  is  to  be 
computed at the rates ranging from Re. 0.3120 to Re. 0.6027 
per Rs. 1,000 per diem or part thereof on the balances unpaid. 
The aggregate running finances are secured by hypothecation 
of stores, spares, stock-in-trade and trade debts.

9.2 Term finance
Term finance available from a commercial bank under mark up 
arrangement amount to Nil (2006: Rs. 580.000 million).

Of the aggregate facility of Rs. 10,741.945 million (2006: Rs. 
13,653.462  million)  for  opening  letters  of  credit  and  Rs. 
1,444.000 million (2006: Rs. 504.000 million) for guarantees, 
the  amount  utilised  as  at  December  31,  2007  was  Rs. 
1,231.091  million  (2006:  Rs.  2,194.177  million)  and  Rs. 
654.769 million (2006: Rs. 219.593 million) respectively. Of 
the facility for guarantees, Rs. 1,444.000 million (2006: Rs. 
322.500 million) is secured by second hypothecation charge 
over stores, spares, stock-in-trade and trade debts.



10.4 During  the  year  2006,  the  company  entered  into  a 
derivative cross swap arrangement to hedge for the possible 
adverse movements in interest rates arising on the interest 
payments due on its local currency loan as mentioned in note 
7.1.3. The derivative cross currency swap outstanding as at 
December  31,  2007  has  been  marked  to  market  and  the 
resulting  loss  of  Rs.  11.111 million  has  been recognized in 
profit and loss account as this hedging relationship does not 
meet the criteria of cash flow hedge and does not qualify for 
special  hedge  accounting  specified  in  IAS  39  ‘Financial 
Instruments: Recognition and Measurement’.

11 Contingencies and commitments
11.1 Contingencies
(i) Claims against the company not acknowledged as debts 
Rs. 12.766 million (2006: Rs. 11.247 million).

(ii) Against  a  sales  tax  refund  aggregating  Rs.  12.827 
million determined by the Sales Tax Officer (STO) on the basis 



of the orders of the Appellate Assistant Commissioner (AAC) 
for  the  assessment  years  1977-78  through  1980-81  and 
recognised in the financial statements in 1985, the STO filed 
an  appeal  in  1986  with  the  Income  Tax  Appellate  Tribunal 
(ITAT)  against  the  Orders  of  the  AAC for  these  years.  The 
Orders of the AAC were based on a decision already given by 
the ITAT on the company's appeal for application of a lower 
rate of sales tax on self consumed material for earlier years. 
Pending  the  outcome  of  the  appeal  filed  by   STO   no 
adjustment has been made for the refunds recognised in the 
financial statements as the management is of the view that 
the appeal of the STO will not be upheld by the ITAT.

(iii) Post  dated  cheque  not  provided  in  these  financial 
statements has been furnished by the company in favour of 
Collector of Customs against custom levies aggregated to Rs. 
8.339 million (2006: Nil) in respect of goods imported.











Nestle  Pakistan  Limited  and  Coca-Cola  Beverages  Pakistan 
Limited  are  associated  undertakings  as  per  the  Companies 
Ordinance, 1984, however, for the purpose of measurement, 
these have been classified as available for sale and measured 
at fair value as referred to in note 4.7.

The Company’s investment in IGI Insurance Limited (Formerly 
International General Insurance Company of Pakistan Limited) 
and  IGI  Investment  Bank  is  less  than  20%  but  they  are 
considered to be associates as per the requirement of IAS 28 
‘Investments  in  Associates’  because  the  company  has 
significant influence over the financial and operating policies of 
these companies.



18.1 These  represent  interest  free  loan  to  employees  for 
purchase  of  cycles  and  motor  cycles  and  are  repayable  in 
monthly installments over a period of 47 to 159 months.

Loans to employees aggregating Rs. 0.398 million (2006: Rs. 
0.371 million) are secured by joint registration of motor cycles 
in the name of employees and the company. The remaining 
loans are unsecured.

18.2 This represents an unsecured loan given to Sui Northern 
Gas Pipelines Limited for the development of the infrastructure 
for  the  supply  of  natural  gas  to  the  plants  at  Bulleh  Shah 
Paper Mill (Expansion Project). Mark up is charged at the rate 
of 1.5% per annum and in received annually. This amount is 
receivable  in  10  annual  installments  commencing  from 
December 26, 2008.

18.3 This  represents  sales  tax  recoverable  on  capitalised 
assets in twelve equal installments after the commencement 
of commercial production of such assets.











In  1987,   the  Income  Tax  Officer  (ITO)  re-opened  the 
company’s  assessments  for  the  accounting  years  ended 
December 31, 1983 and 1984 disallowing primarily tax credit 
given to the company under section 107 of the Income Tax 
Ordinance,  1979.   The  tax  credit  amounting  to  Rs.  36.013 
million on its capital expenditure for these years was refused 
on  the  grounds  that  such  expenditure  represented  an 
extension of the company’s undertaking which did not qualify 
for  tax  credit  under  this  section  in  view  of  the  company’s 
location.  The assessments for these years were revised by the 
ITO on  these  grounds  and  taxes  reassessed  were  adjusted 
against certain sales tax refunds and the tax credits previously 
determined by the ITO and set off against the assessments 
framed for these years.

The company had filed an appeal against the revised orders of 
the  ITO  before  the  Commissioner  of  Income  Tax  (Appeals) 
[CIT(A)], Karachi.  The Commissioner has, in his order issued 
in 1988, held the assessments reframed by the ITO for the 
years 1983 and 1984 presently  to  be void  and of  no legal 
effect.  The Income Tax Officer has filed an appeal against the 
Commissioner’s order with the Income Tax Appellate Tribunal 
(ITAT).  The ITAT has in its order issued in 1996 maintained 
the order of CIT (A).  The assessing officer after the receipt of 
the appellate order passed by CIT (A),   has issued notices 
under section 65 of the Income Tax Ordinance, 1979 and the 
company has filed a writ petition against the aforesaid notices 
with the High Court  of  Sindh,  the outcome of  which is  still 
pending.

The  amount  recoverable  Rs.  36.013  million  represents  the 
additional taxes paid as a result of the disallowance of the tax 
credits on reframing of the assessments.















34. DONATIONS
None of the directors and their spouses had any interest in 
any of the donees during the year.

35. Remuneration  of  Chief  Executive,  Directors  and 
Executives
35.1 The  aggregate  amount  charged  in  the  financial 
statements  for  the  year  for  remuneration,  including  certain 
benefits, to the 
Chief Executive, full time working Directors including alternate 
directors and Executives of the company are as follows:

The company also provides the Chief Executive and some of 
the  Directors  and  Executives  with  freed  transport  and 
residential telephones.

35.2 Remuneration to other directors
Aggregate amount charged in the financial statements for the 
year  for  fee  to  directors  (2006:  4  directors)  in  Rs.  90,000 
(2006: Rs. 110,000)



36. Transactions with related parties
The  related  parties  comprise  subsidiaries,  associated 
undertakings,  other  related  group  companies,  key 
management personnel  and post employment benefit  plans. 
The  company  in  the  normal  course  of  business  carries  out 
transactions with various related parties. Amounts due from 
and  to  related  parties  are  shown  under  receivables  and 
payables, amounts due from directors and key management 
personnel are shown under receivables and remuneration of 
directors and key management personnel is disclosed in note 
35. Other significant transactions with related parties are as 
follows:









42.1 Financial risk management objectives
The  company’s  activities  expose  it  to  a  variety  of  financial 
risks,  including  the  effects  of  changes  in  foreign  exchange 
rates, market interest rates such as KIBOR and Treasury bills 
rate, credit and liquidity risk associated with various financial 
assets and liabilities respectively as referred to in note 42 and 
cash flow risk associated with accrued interests in respect of 
borrowings as referred to in note 7.

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

Taken as a whole,  risk arising from the company's financial 
instruments is limited as there is no significant exposure to 
market risk in respect of such instruments.

(a) CONCENTRATION OF CREDIT RISK
Credit  risk  represents  the  accounting  loss  that  would  be 
recognised  at  the  reporting  date  if  counter  parties  failed 
completely  to  perform as  contracted.  The  company's  credit 
risk is primarily attributable to its trade debts and its balances 
at banks. The credit risk on liquid funds is limited because the 
counter parties are banks with reasonably high credit ratings. 
The company has no significant concentration of credit risk as 
exposure is spread over a large number of counter parties in 
the case of trade debts. Out of the total financial assets of Rs 
8,361.483  million  (  2006:  Rs.  5,160.855  million)  financial 
assets  which  are  subject  to  credit  risk  amount  to  Rs. 
8,348.503 million (2006: Rs. 5,153.778 million). To manage 
exposure to credit risk, the company applies credit limits to its 
customers  and  also  obtains  collaterals,  where  considered 
necessary.

(b) CURRENCY RISK
Currency  risk  is  the  risk  that  the  value  of  a  financial 
instrument will fluctuate due to changes in foreign exchange 
rates.  Currency  risk  arises  mainly  where  receivables  and 
payables  exist  due  to  transactions  with  foreign  buyers  and 
suppliers.  Payables  exposed  to  foreign  currency  risks  are 
covered partially through forward foreign exchange contracts 
and foreign currency forward options.



(c) INTEREST RATE RISK
Interest  rate  risk  is  the  risk  that  the  value  of  a  financial 
instrument  will  fluctuate  due  to  changes  in  market  interest 
rates. The company borrows at fixed and market based rates 
and as such the risk is minimized. Significant interest rate risk 
exposures are primarily managed by a mix of borrowings at 
fixed and variable interest rates and contracting floor and cap 
of interest rates as referred to in note 7. Furthermore, the 
company has entered into an interest rate swap arrangement 
for  its  syndicate  term  loan  to  hedge  the  possible  adverse 
movements in interest rates as referred to in note 7.1.3.

(d) Liquidity risk
Liquidity  risk  is  the  risk  that  an  enterprise  will  encounter 
difficulty  in  raising  funds  to  meet  commitments  associated 
with financial instruments. The company follows an effective 
cash management and planning policy to ensure availability of 
funds.  The  company  also  aims  at  maintaining  flexibility  in 
funding by keeping committed credit lines available.

42.1.2 Capital risk management
The  company’s  objectives  when  managing  capital  are  to 
safeguard the company’s ability to continue as a going concern 
in order to provide returns for shareholders and benefits for 
other  stakeholders  and  to  maintain  and  optimal  capital 
structure to reduce the cost of capital. In order to maintain or 
adjust  the  capital  structure,  the  company  may  adjust  the 
amount  of  dividends  paid  to  shareholders,  return capital  to 
shareholders through repurchase of shares, issue new shares 
or sell  assets to reduce debt.  Consistent with others in the 
industry  and  the  requirements  of  the  lenders  the  company 
monitors the capital  structure on the basis of gearing ratio. 
This ratio is calculated as borrowing divided by total capital 
employed. Borrowings represent long-term loan obtained by 
the company as referred to in note 7. Total capital employed 
includes equity as shown in the balance sheet plus borrowings. 
The company strategy, which was unchanged from last year, 
was to maintain a gearing ratio of 60% debt and 40% equity. 
The gearing ratio as at year ended December 31, 2007 and 
December 31, 2006 are as follows:



42.2 Fair value of financial assets and liabilities
The  carrying  values  of  all  financial  assets  and  liabilities 
reflected  in  the  financial  statements  approximate  their  fair 
values except for investments which are stated at cost. Fair 
value is determined on the basis of objective evidence at each 
reporting date.

43 Date of authorization for issue
These  financial  statements  were  authorised  for  issue  on 
February 14, 2008 by the Board of Directors of the company.

44 Events after the balance sheet date
The Board of Directors have proposed a final dividend for the 
year ended December 31, 2007 of Nil  (2006: Rs. 6.00) per 
share,  amounting  to  Nil  (2006:  Rs.  419.277 million)  and a 
bonus  share  issue  of  15%  (2006:  5%)  i.e.  fifteen  bonus 
shares  for  every  one  hundred  shares  held  on  the  existing 
issued, subscribed and paid up capital of the company at their 
meeting  held  on  February  14,  2008  for  approval  of  the 
members at the Annual General Meeting to be held on March 
18, 2008. The Board has also recommended to transfer Rs. 
4,216.373  million  (2006:  Rs.  5,646.600  million)  to  general 
reserve from unappropriated profit.

45 Corresponding figures
Corresponding  figures  have  been  re-arranged,  wherever 
necessary,  for  the  purpose  of  comparison.  Significant 
reclassifications  for  better  presentation  include  the 
reclassification of expenses relating to contractual hired labour 
amounting  to  Rs.  5.797  million  from  "Other  expenses"  to 
"Salaries, wages and amenities" included in "Cost of Sales".













NOTES  TO  AND  FORMING  PART  OF  THE  CONSOLIDATED 
FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

1. Legal Status and nature of business

Packages Limited (the parent company) and its subsidiaries, 
DIC Pakistan Limited,  Packages Lanka (Private) Limited and 
Packages  Construction  (Private)  Limited  (together,  'The 
Group') are engaged in the following businesses:

Packaging:  Representing  manufacture  and  sale  of  paper, 
paperboard, packaging materials and tissue products.

Inks: Representing manufacture and sale of finished and semi 
finished inks. 

Construction: Representing all types of construction activities 
and development of real estate.

2. Basis of preparation
2.1 These  financial  statements  have  been  prepared  in 
accordance with approved accounting standards as applicable 
in Pakistan. Approved accounting standards comprise of such 
International Financial Reporting Standards (IFRS) issued by 
the International Accounting Standards Board as are notified 
under  the  Companies  Ordinance,  1984,  provisions  of  and 
directives  issued  under  the Companies  Ordinance,  1984.  In 
case requirements  differ,  the provisions or  directives  of  the 
Companies Ordinance, 1984 shall prevail.
2.2 Standards,  interpretations  and  amendments  to 
published approved accounting standards
The following amendments  to existing standards have been 
published  that  are  applicable  to  the  Group's  financial 
statements covering annual periods, beginning on or after the 
following dates:
2.21 Amendments to published standards effective in current 
year

IFRS 3 'Business Combinations'  and certain amendments  to 
IAS  1  'Presentation  of  Financial  Statements'  -  Capital 
disclosure  is  mandatory  for  the  Group's  accounting  period 
beginning on January 01, 2007. Adoption of IFRS 3 will result 



in change in the accounting policy for goodwill.  As a result, 
goodwill  would not be amortised,  however,  it  will  be tested 
annually for impairment.  Adoption of amendments to IAS 1 
will impact the nature and extent of disclosures presented in 
the financial statements of the Group.
2.22 Standards and amendments not yet effective

Certain amendments to IAS 23 'Borrowing Costs' have been 
published  that  are  applicable  to  the  Group's  financial 
statements  covering  annual  periods,  beginning  on  or  after 
January  01,  2009.  Adoption  of  these  amendments  would 
require  the Group to capitalise  the borrowing costs  directly 
attributable to the acquisition, construction or production of a 
qualifying asset (one that takes substantial period of time to 
get ready for use or sale) as part of the cost of that asset. The 
option of immediately expensing these borrowing costs will be 
removed. Its adoption will not have any impact on the Group's 
financial statements.
3. Basis of measurement

3.1 These  financial  statements  have been prepared under 
the historical cost convention except for revaluation of certain 
financial instruments at fair value and recognition of certain 
employee retirement benefits at present value.

The Group's significant accounting policies are stated in note 
4. Not all of these significant policies require the management 
to  make  difficult,  subjective  or  complex  judgments  or 
estimates.  The  following  is  intended  to  provide  an 
understanding  of  the  policies  the  management  considers 
critical  because  of  their  complexity,  judgment  of  estimation 
involved in their application and their impact on these financial 
statements.  Estimates  and  judgments  are  continually 
evaluated and are  based  on  historical  experience,  including 
expectations  of  future  events  that  are  believed  to  be 
reasonable under the circumstances. These judgments involve 
assumptions or estimates in respect of future events and the 
actual  results  may  differ  from  these  estimates.  The  areas 
involving a higher degree of judgments or complexity or areas 
where  assumptions  and  estimates  are  significant  to  the 
financial statements are as follows:

A) Employee retirement benefits



The Group uses the valuation performed by an independent 
actuary  as  the  present  value  of  its  retirement  benefit 
obligations.  The  valuation  is  based  on  assumptions  as 
mentioned in note 4.10.

B) Provision for taxation

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

C) Useful  life  and  residual  values  of  property,  plant  and 
equipment

The  Group  reviews  the  useful  lives  of  property,  plant  and 
equipment on regular basis. Any change in estimates in future 
years  might  affect  the  carrying  amounts  of  the  respective 
items of property, plant and equipment with a corresponding 
effect on the depreciation charge and impairment.

4. Significant accounting policies

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

4.1 Principles of consolidation

A) Subsidiaries

Subsidiaries are all entities over which the holding company 
has the power to govern the financial and operating policies 
generally accompanying a shareholding of more than one half 
of  the  voting  rights.  The  consolidated  financial  statements 
include Packages Limited and all companies in which it directly 
or  indirectly  controls,  beneficially  owns  or  holds  more  than 
50% of the voting securities or otherwise has power to elect 
and appoint more than 50% of its directors. The existence and 
effect of potential voting rights that are currently exercisable 



or  convertible  are  considered  when  assessing  whether  the 
Group  controls  another  entity.  Subsidiaries  are  fully 
consolidated from the date on which control is transferred to 
the  Group.  They  are  de-consolidated  from  the  date  that 
control ceases. 

The purchase method of accounting is used to account for the 
acquisition  of  subsidiaries  by  the  Group.  The  cost  of  an 
acquisition is measured as the fair value of the assets given, 
equity instruments issued and liabilities incurred or assumed 
at the date of exchange, plus costs directly attributable to the 
acquisition.  Identifiable  assets  acquired  and  liabilities  and 
contingent liabilities assumed in a business combination are 
measured initially at their fair values at the acquisition date, 
irrespective of the extent of any minority interest. The excess 
of the cost of acquisition over the fair  value of the Group’s 
share  of  the identifiable  net  assets  acquired  is  recorded as 
goodwill. If the cost of acquisition is less than the fair value of 
the  net  assets  of  the  subsidiary  acquired,  the  difference  is 
recognized  directly  in  the  profit  and  loss  account.  Inter-
company  transactions,  balances  and  unrealized  gains  on 
transactions  between  group  companies  are  eliminated. 
Unrealized  losses  are  also  eliminated  but  considered  an 
impairment  indicator  of  the  asset  transferred.  Accounting 
policies of subsidiaries have been changed where necessary to 
ensure consistency with the policies adopted by the Group.

B) Minority interests

The  Group  applies  a  policy  of  treating  transactions  with 
minority interests as transactions with parties external to the 
group.  Disposals  to  minority  interests  result  in  gains  and 
losses for the Group that are recorded in the profit and loss 
account.

C) Associates

Associates are all entities over which the Group has significant 
influence  but  not  control,  generally  accompanying  a 
shareholding of between 20% and 50% of the voting rights. 
Investments in associates are accounted for using the equity 
method of accounting and are initially recognised at cost. The 



Group’s investment in associates includes goodwill  identified 
on acquisition, net of any accumulated impairment loss.

The Group’s share of its associates’ post-acquisition profits or 
losses  is  recognised  in  the  profit  and loss  account,  and its 
share of post-acquisition movements in reserves is recognized 
in reserves. The cumulative post-acquisition movements are 
adjusted against the carrying amount of the investment. When 
the Group’s share of losses in an associate equals or exceeds 
its  interest  in  the  associate,  including  any  other  unsecured 
receivables,  the  Group  does  not  recognize  further  losses, 
unless it has incurred obligations or made payments on behalf 
of the associate. 
Unrealised gains on transactions between the Group and its 
associates are eliminated to the extent of the Group’s interest 
in the associates. Unrealised losses are also eliminated unless 
the  transaction  provides  evidence  of  an  impairment  of  the 
asset transferred. Accounting policies of associates have been 
changed  where  necessary  to  ensure  consistency  with  the 
policies adopted by the Group.

Dilution gains and losses arising in investments in associates 
are recognised in the profit and loss account.

4.2 Taxation

CURRENT
Provision of current tax is based on the taxable income for the 
year  determined  in  accordance  with  the  prevailing  law  for 
taxation of income. The charge for current tax is calculated 
using prevailing tax rates or tax rates expected to apply to the 
profit for the year if enacted. The charge for current tax also 
includes  adjustments,  where  considered  necessary,  to 
provision  for  tax  made  in  previous  years  arising  from 
assessments framed during the year for such years.

DEFERRED

Deferred tax is accounted for using the balance sheet liability 
method in respect  of  all  temporary differences arising from 
differences  between  the  carrying  amount  of  assets  and 
liabilities in the financial statements and the corresponding tax 
bases used in the computation of the taxable profit. Deferred 
tax  liabilities  are  generally  recognised  for  all  taxable 



temporary differences and deferred tax assets are recognized 
to the extent that it is  probable that taxable profits  will  be 
available against which the deductible temporary differences, 
unused tax losses and tax credits can be utilised.

Deferred tax is calculated at the rates that are expected to 
apply to the period when the differences reverse based on tax 
rates that have been enacted or substantively enacted by the 
balance sheet date. Deferred tax is charged or credited in the 
profit and loss account, except in the case of items credited or 
charged to equity in which case it is included in equity.

Provision  is  not  made  for  taxation  which  would  become 
payable if retained profits of subsidiaries were distributed to 
the parent company,  as  it  is  not  the intention to distribute 
more than the dividends, the tax on which is included in the 
financial statements.

4.2 Property, plant and equipment

Property, plant and equipment except freehold land are stated 
at  cost  less  accumulated  depreciation  and  any  identified 
impairment  loss.  Freehold  land  is  stated  at  cost  less  any 
identified impairment loss. Cost in relation to certain plant and 
machinery signifies historical cost, gain and losses transferred 
from equity on qualifying cash flow hedges as referred in note 
4.19 and borrowing costs as referred to in note 4.22. 

Depreciation on all property, plant and equipment is charged 
to profit  on the straight-line  method so as to write off  the 
depreciable amount of an asset over its estimated useful life at 
the following annual rates:

Plant and machinery 6.25% to 20%
Buildings 2.5% to 10%
Other equipments 10% to 33.33%
Furniture and fixtures 10% to 33.33%
Vehicles 20%

The assets' residual values and useful lives are reviewed, at 
each financial year end, and adjusted if impact on depreciation 
is significant. The Group's estimate of the residual value of its 
property, plant and equipment as at December 31, 2007 has 



not  required  any  adjustment  as  its  impact  is  considered 
insignificant.

Depreciation on additions to property, plant and equipment is 
charged  from  the  month  in  which  an  asset  is  acquired  or 
capitalised while no depreciation is charged for the month in 
which the asset is disposed off.

The Group assesses at each balance sheet date whether there 
is any indication that property, plant and equipment may be 
impaired.  If  such indication exists,  the carrying amounts of 
such assets are reviewed to assess whether they are recorded 
in excess of their recoverable amount. Where carrying values 
exceed the respective recoverable amount, assets are written 
down  to  their  recoverable  amounts  and  the  resulting 
impairment loss is recognised in profit and loss account during 
the year. The recoverable amount is the higher of an asset's 
fair  value  less  costs  to  sell  and  value  in  use.  Where  an 
impairment  loss  is  recognised,  the  depreciation  charge  is 
adjusted in the future periods to allocate the asset's revised 
carrying amount over its estimated useful life.

Subsequent costs are included in the asset's carrying amount 
or recognised as a separate asset, as appropriate, only when it 
is probable that future economic benefits associated with the 
item will flow to the Group and the cost of the item can be 
measured reliably. All other repair and maintenance costs are 
charged to profit and loss account during the period in which 
they are incurred.

The  gain  or  loss  on  disposal  or  retirement  of  an  asset 
represented by the difference between the sale proceeds and 
the carrying amount of the asset is recognised as an income 
or expense.

4.4 Intangible assets

Expenditure incurred to acquire computer software and SAP 
Enterprise Resource Planning System (ERP) are capitalised as 
intangible  assets  and  stated  at  cost  less  accumulated 
amortisation  and  any  identified  impairment  loss.  Intangible 
assets  are amortised using the straight  line method over  a 
period of three years.



Amortisation on additions to intangible assets is charged from 
the month in which an asset is acquired or capitalised while no 
amortisation is charged for the month in which the asset is 
disposed off.

The Group assesses at each balance sheet date whether there 
is any indication that intangible asset may be impaired. If such 
indication  exists,  the  carrying  amount  of  such  assets  are 
reviewed to  assess  whether they are recorded in excess of 
their recoverable amount. Where carrying values exceed the 
respective  recoverable  amount,  assets  are  written  down  to 
their recoverable amounts and the resulting impairment loss is 
recognized  in  profit  and  loss  account  during  the  year.  The 
recoverable amount is the higher of an asset's fair value less 
costs to sell  and value in use. Where an impairment loss is 
recognised, the amortisation charge is adjusted in the future 
periods to allocate the asset's revised carrying amount over its 
estimated useful life.

4.5 Capital work-in-progress

Capital work-in-progress is stated at cost less any identified 
impairment loss.

4.6 Investment property

Property  not  held  for  own  use  or  for  sale  in  the  ordinary 
course of business is  classified as investment property.  The 
investment  property  of  the  Group  comprises  land  and 
buildings and is valued using the cost method i.e. at cost less 
any accumulated depreciation and any identified impairment 
loss.

Depreciation on buildings is charged to profit on the straight 
line  method  so  as  to  write  off  the  depreciable  amount  of 
building over its estimated useful life at the rates ranging from 
3.33% to  6.67% per  annum.  Depreciation  on  additions  to 
investment  property  is  charged from the month in which  a 
property  is  acquired  or  capitalised  while  no  depreciation  is 
charged for the month in which the property is disposed off.

The assets' residual values and useful lives are reviewed, at 
each financial year end, and adjusted if impact on depreciation 



is significant. The Group's estimate of the residual value of its 
investment  property  as  at  December  31,  2007  has  not 
required  any  adjustment  as  its  impact  is  considered 
insignificant.

The Group assesses at each balance sheet date whether there 
is any indication that investment property may be impaired. If 
such indication exists, the carrying amounts of such assets are 
reviewed to  assess  whether they are recorded in excess of 
their recoverable amount. Where carrying values exceed the 
respective  recoverable  amount,  assets  are  written  down  to 
their recoverable amounts and the resulting impairment loss is 
recognised  in  profit  and  loss  account  during  the  year.  The 
recoverable amount is the higher of an asset's fair value less 
costs to sell  and value in use. Where an impairment loss is 
recognised, the depreciation charge is adjusted in the future 
periods to allocate the asset's revised carrying amount over its 
estimated useful life.

The  gain  or  loss  on  disposal  or  retirement  of  an  asset 
represented by the difference between the sale proceeds and 
the carrying amount of the asset is recognised as an income 
or expense.

4.7 Leases

(1) The Group is the lessee:

FINANCE LEASES

Leases  where the  Group has  substantially  all  the risks  and 
rewards of ownership are classified as finance leases. Assets 
subject  to finance lease are stated at  the lower of  present 
value of minimum lease payments under the lease agreements 
and the fair value of the assets. 

The  related  rental  obligations,  net  of  finance  charges,  are 
included in liabilities against assets subject to finance lease as 
referred to in note 8. The liabilities are classified as current 
and long-term depending upon the timing of the payment.

Each  lease  payment  is  allocated  between  the  liability  and 
finance  charges  so  as  to  achieve  a  constant  rate  on  the 



balance  outstanding.  The  interest  element  of  the  rental  is 
charged to profit over the lease term. 

Assets acquired under a finance lease are depreciated over the 
useful life of the asset on a straight-line method at the rates 
given in note 4.3. Depreciation of leased assets is charged to 
profit and loss account.

Depreciation on additions to leased assets is charged from the 
month in which an asset is acquired while no depreciation is 
charged for the month in which the asset is disposed off.

Operating leases

Leases where a significant portion of the risks and rewards of 
ownership  are  retained  by  the  lessor  are  classified  as 
operating leases. Payments made under operating leases (net 
of  any  incentives  received  from the  lessor)  are  charged  to 
profit on a straight-line basis over the lease term.

(2) The Group is the lessor:

Operating leases

Assets  leased  out  under  operating  leases  are  included  in 
investment  property  as  referred  to  in  note  16.  These  are 
depreciated  over  their  expected  useful  lives  on  a  basis 
consistent with similar owned property, plant and equipment. 
Rental  income  (net  of  any  incentives  given  to  lessees)  is 
recognised on a straight-line basis over the lease term.

4.8 Goodwill

Goodwill  represents the excess of the cost of an acquisition 
over the fair value of the Group's share of the net identifiable 
assets of  the acquired subsidiary / associate at the date of 
acquisition. Goodwill on acquisitions of subsidiaries is included 
in 'intangible assets'. Goodwill on acquisitions of associates is 
included  in  'investments  in  associates'  and  is  tested  for 
impairment  as  part  of  the  overall  balance.  Separately 
recognised  goodwill  is  tested  annually  for  impairment  and 
carried  at  cost  less  accumulated  impairment  losses. 
Impairment  losses on goodwill  are not  reversed.  Gains  and 



losses on the disposal of an entity include the carrying amount 
of goodwill relating to the entity sold.

4.9 Investments
Investments in equity instruments of associated companies

Associates are all entities over which the Group has significant 
influence  but  not  control.  Investments  in  associates  are 
accounted for using the equity method of accounting and are 
initially  recognised  at  cost.  The  Group’s  investment  in 
associates  includes  goodwill  (net  of  any  accumulated 
impairment loss) identified on acquisition. The Group’s share 
of its associates’ post-acquisition profits or losses is recognised 
in the profit and loss account, and its share of post-acquisition 
movements  in  reserves  is  recognised  in  reserves.  The 
cumulative post-acquisition movements are adjusted against 
the  carrying  amount  of  the  investment.  When  the  Group’s 
share of losses in an associate equals or exceeds its interest in 
the associate, including any other unsecured receivables, the 
Group does not recognise further losses, unless it has incurred 
obligations  or  made  payments  on  behalf  of  the  associate. 
Unrealised gains on transactions between the Group and its 
associates are eliminated to the extent of the Group’s interest 
in the associates. Unrealised losses are also eliminated unless 
the  transaction  provides  evidence  of  an  impairment  of  the 
asset transferred.

Other investments

The other investments made by the Group are classified for 
the purpose of measurement into the following categories:

Held to maturity  

Investments with fixed maturity that the management has the 
intent and ability to hold to maturity are classified as held to 
maturity and are initially measured at cost and at subsequent 
reporting dates measured at amortised cost using the effective 
yield method.

Available for sale

The  financial  assets  including  investments  in  associated 
undertakings  where  the  Group  does  not  have  significant 



influence that are intended to be held for an indefinite period 
of time or may be sold in response to the need for liquidity are 
classified as available for sale.

Investments  classified  as  available  for  sale  are  initially 
measured at cost, being the fair value of consideration given. 
At  subsequent  reporting  dates,  these  investments  are 
remeasured at  fair  value (quoted market  price),  unless  fair 
value cannot be reliably measured. The investments for which 
a quoted market price is not available, are measured at cost 
as it is not possible to apply any other valuation methodology. 
Unrealised gains and losses arising from the changes in the 
fair value are included in fair value reserves in the period in 
which they arise. 

All purchases and sales of investments are recognised on the 
trade  date  which  is  the  date  that  the  Group  commits  to 
purchase  or  sell  the  investment.  Cost  of  purchase  includes 
transaction cost.

At each balance sheet date, the Group reviews the carrying 
amounts of the investments to assess whether there is any 
indication that such investments have suffered an impairment 
loss. If any such indication exists, the recoverable amount is 
estimated in order to determine the extent of the impairment 
loss, if any. Impairment losses are recognized as expense. In 
respect  of  'available  for  sale'  financial  assets,  cumulative 
impairment  loss  less  any  impairment  loss  on  that  financial 
asset  previously  recognized  in  profit  and  loss  account,  is 
removed from equity  and  recognized  in  the  profit  and  loss 
account. Impairment losses recognized in the profit and loss 
account on equity instruments are not reversed through the 
profit and loss account.

4.10 Employee retirement benefits

The main features of the schemes operated by the Group for 
its employees are as follows:

4.10.1 Defined benefit plans

(A) All the executive staff participates in an approved funded 
defined  benefit  pension  plan.   In  addition,  there  is  an 



approved  funded  defined  benefit  gratuity  plan  for  all 
employees. Monthly contributions are made to these funds on 
the  basis  of  actuarial  recommendation  at  the  rate  of  20 
percent  per  annum of  basic  salaries  for  pension  and  4.50 
percent per annum of  basic  salaries for  gratuity.  The latest 
actuarial valuation for the pension and gratuity schemes was 
carried out as at December 31, 2007. The actual returns on 
plan assets during the year were Rs. 162.474 million and Rs. 
49.916 million for the pension and gratuity funds respectively. 
The  actual  returns  on  plan  assets  represent  the  difference 
between the fair value of plan assets at beginning of the year 
and end of the year after adjustments for contributions made 
by the Group as reduced by benefits paid during the year.

The future contribution rates of these plans include allowances 
for deficit and surplus. Projected unit credit method, using the 
following  significant  assumptions,  is  used  for  valuation  of 
these schemes:

Discount rate 11 percent per annum.

Expected  rate  of  increase  in  salary  level  8.89  percent  per 
annum.

Expected rate of return 11 percent per annum.
Plan  assets  include  long-term  Government  bonds,  equity 
instruments of listed companies and term deposits with banks. 
Return  on  Government  bonds  and  debt  is  at  fixed  rates 
however, due to increased volatility of share prices in recent 
months, there is no clear indication of return on equity shares 
therefore it has been assumed that the yield on equity shares 
would match the return on debt.

The  Group  is  expected  to  contribute  Rs.  25  million  to  the 
pension fund and Rs. 8 million to the gratuity fund in the next 
financial year.

The Group's policy with regard to actuarial gains/losses is to 
follow  minimum  recommended  approach  under  IAS  19 
"Employee Benefits".



(B) Accumulating compensated absences

Provisions  are  made  annually  to  cover  the  obligation  for 
accumulating  compensated  absences  and  are  charged  to 
profit.

4.10.2 Defined contribution plan

There  is  an  approved  contributory  provident  fund  for  all 
employees.  Equal  monthly  contributions  are  made  by  the 
Group and the employees to the fund.

Retirement  benefits  are  payable  to  staff  on  completion  of 
prescribed qualifying period of service under these schemes.

4.11 Stores and spares

Stores and spares are valued at moving average cost, while 
items considered obsolete are carried at nil value.

Items in transit  are  valued  at  cost  comprising  invoice 
value plus other charges paid thereon.

Provision is made in the financial statements for obsolete and 
slow  moving  stores  and  spares  based  on  management 
estimate.

4.12 Stock-in-trade

Stock of raw materials, except for those in transit, work-in-
process and finished goods are valued principally at the lower 
of weighted average cost and net realizable value.  Cost of 
work-in-process and finished goods comprises cost of  direct 
materials, labour and appropriate manufacturing overheads.

Materials in transit are stated at cost comprising invoice value 
plus other charges paid thereon.

Net realisable value signifies the estimated selling price in the 
ordinary  course  of  business  less  costs  necessarily  to  be 
incurred to make the sale. Provision is made in the financial 
statements for obsolete and slow moving stock in trade based 
on management estimate.



4.13 Financial instruments

Financial assets and financial liabilities are recognised at the 
time  when  the  Group  becomes  a  party  to  the  contractual 
provisions of the instrument and derecognised when the Group 
loses control of contractual rights that comprise the financial 
assets  and  in  the  case  of  financial  liabilities  when  the 
obligation specified in the contract is discharged, cancelled or 
expired. Any gain or loss on derecognition of financial assets 
and financial liabilities is included in the profit and loss account 
for the year.

Financial  instruments  carried  on  the  balance  sheet  include 
loans,  investments,  trade  and  other  debts,  cash  and  bank 
balances,  borrowings,  liabilities  against  assets  subject  to 
finance  leases,  derivative  financial  instruments,  trade  and 
other  payables,  accrued expenses and unclaimed dividends. 
All financial assets and liabilities are initially measured at cost, 
which  is  the  fair  value  of  consideration  given and  received 
respectively.  These  financial  assets  and  liabilities  are 
subsequently measured at fair value or cost as the case may 
be. The particular recognition methods adopted are disclosed 
in the individual policy statements associated with each item.

4.14 Offsetting of financial assets and liabilities

Financial assets and liabilities are offset and the net amount is 
reported  in  the  financial  statements  only  when  there  is  a 
legally enforceable right to set off the recognised amount and 
the Group intends either to settle on a net basis or to realise 
the assets and to settle the liabilities simultaneously.

4.15 Trade debts

Trade  debts  are  carried  at  original  invoice  amount  less  an 
estimate made for  doubtful  debts  based on a  review of  all 
outstanding amounts at the year end. Bad debts are written 
off when identified.

4.16 Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at 
cost. For the purpose of cash flow statement cash and cash 
equivalents  comprise  cash in  hand,  demand deposits,  other 



short  term  highly  liquid  investments  that  are  readily 
convertible to known amounts of cash and which are subject 
to an insignificant risk of change in value and finances under 
mark up arrangements. In the balance sheet, finances under 
mark up arrangements are included in current liabilities.

4.17 Borrowings

Borrowings are initially recorded at the proceeds received. In 
subsequent periods, borrowings are stated at amortised cost 
using the effective yield method. Finance costs are accounted 
for on an accrual basis and are included in trade and other 
payables to the extent of the amount remaining unpaid.

4.18 Trade and other payables

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

Provisions are recognised when the Group has a present legal 
or  constructive  obligation  as  a  result  of  past  events,  it  is 
probable  that  an outflow of  resources  embodying  economic 
benefits  will  be  required  to  settle  the  obligation  and  are 
reliable estimate of the amount can be made. Provisions are 
reviewed at each balance sheet date and adjusted to reflect 
the current best estimate.

4.19 Derivative financial instruments

These are initially recorded at cost on the date a derivative 
contract is entered into and are remeasured to fair value at 
subsequent  reporting dates.  The  method of  recognising  the 
resulting gain or  loss  depends on whether the derivative is 
designated as a hedging instrument, and if so, the nature of 
the  item  being  hedged.  The  Group  designates  certain 
derivatives as cash flow hedges.

The Group documents at the inception of the transaction the 
relationship  between  the  hedging  instruments  and  hedged 
items, as well as its risk management objective and strategy 
for  undertaking various  hedge transactions.  The Group also 
documents its assessment, both at hedge inception and on an 



ongoing  basis,  of  whether  the  derivatives  that  are  used  in 
hedging transactions are highly effective in offsetting changes 
in cash flow of hedged items.

The effective portion of changes in the fair value of derivatives 
that  are  designated  and  qualify  as  cash  flow  hedges  are 
recognised in equity. The gain or loss relating to the ineffective 
portion  is  recognised  immediately  in  the  profit  and  loss 
account.

Amounts accumulated in equity are recognised in profit  and 
loss account in the periods when the hedged item will affect 
profit or loss. The gain or loss relating to the effective portion 
of cross currency swap hedging  variable rate borrowings is 
recognized in the profit and loss account within 'finance costs'. 
The  gain  or  loss  relating  to  the  ineffective  portion  is 
recognized  in  the  profit  and  loss  account  within  'other 
operating income / expenses'.

4.20 Revenue recognition

Revenue  is  recognised  on  despatch  of  goods  or  on  the 
performance of services except for management fee, which is 
recognised  on  receipt.  It  includes  sales  to  associated 
companies but does not include sales by associated companies 
or sales between Group companies. 

Return on deposits is accrued on a time proportion basis by 
reference to the principal outstanding and the applicable rate 
of return.

Dividend  income  and  entitlement  of  bonus  shares  are 
recognised  when  right  to  receive  such  dividend  and  bonus 
shares is established.

4.21 Foreign currency transactions and translation

Foreign currency transactions are translated into Pak Rupees 
using  the  exchange  rates  prevailing  at  the  dates  of  the 
transactions.  All  monetary  assets  and  liabilities  in  foreign 
currencies  are  translated  into  Pak  Rupees  at  the  rates  of 
exchange  prevailing  at  the  balance  sheet  date.  Foreign 
exchange gains and losses on translation are recognized in the 
profit and loss account. All non-monetary items are translated 



into  rupees  at  exchange  rates  prevailing  on  the  date  of 
transaction or on the date when fair values are determined.

The financial statements are presented in Pak Rupees, which is 
the Group’s functional and presentation currency.

4.22 Borrowing costs

Mark  up,  interest  and  other  charges  on  borrowings  are 
capitalised  up  to  the  date  of  commissioning  of  the  related 
property, plant and equipment, acquired out of the proceeds of 
such  borrowings.   All  other  mark  up,  interest  and  other 
charges are charged to profit and loss account during the year.

4.23 Dividend

Dividend distribution to the shareholders is  recognised as a 
liability in the period in which the dividends are approved.

5. Issued, subscribed and paid up capital



6.1 This reserve can be utilised by the Group only for the 
purposes  specified  in  section  83(2)  of  the  Companies 
Ordinance, 1984.

6.2 As referred to in note 4.9 this represents the unrealised 
gain on remeasurement of investments at fair value and is not 
available for distribution. This will be transferred to profit and 
loss account on derecognition of investments.

6.3 This represents the effective portion of the loss arising 
on foreign currency forward options transferred to CWIP on 
expiry of foreign currency forward options.



7. Long-term finances - secured

7.1 Local currency loans

7.1.1 Consortium Loan

This loan has been obtained from a consortium of commercial 
banks led by MCB Bank Limited. It is secured by a first ranking 
exclusive hypothecation / equitable mortgage charge over all 
present and future fixed assets of the Group amounting to Rs. 
13,200 million in favour of MCB Bank Limited being security 
trusty on behalf of consortium. It carries mark up at six month 
Karachi  Inter  Bank  Offered  Rate  (KIBOR)  plus  1.35%  per 
annum and is payable semi annually. The effective mark up 
charged during the year ranges from 11.31% to 11.94% per 
annum.  Of  the  aggregate  facility  of  Rs.  9,900  million,  the 
amount availed as at December 31, 2007 is Rs. 9,900 million 
(2006: Rs. 6,000 million), repayable in 14 equal semi annual 
installments commencing June 06, 2009, December 06, 2009 
and  December  06,  2010  for  Rs.  1,000  million,  Rs.  5,700 
million and Rs. 3,200 million respectively.

7.1.2 Others

This loan has been obtained from Citibank. It is secured by a 
first  ranking  exclusive  hypothecation  /  equitable  mortgage 
charge over all present and future fixed assets of the Group 
amounting to Rs. 800 million in favour of MCB Bank Limited 
being security trustee on behalf of City Bank. It carries mark 
up at six month KIBOR plus 0.90% per annum and is payable 
semi annually. The effective mark up charged during the year 
ranges from 10.86% to 11.49% per annum. Of the aggregate 
facility of Rs. 600 million, the amount availed as at December 
31, 2007 is Rs. 600 million (2006: Nil), repayable in 7 semi 



annual installments divided into 6 semi annual installments of 
Rs.  75  million  and  last  installment  of  Rs.  150  million 
commencing June 06, 2010.

7.1.3. Derivative cross currency swap

The Group has entered into a derivative cross currency swap 
of Rs. 1,000 million for its local currency loan to hedge the 
possible  adverse  movements  in  interest  rates.  Under  the 
terms  of  the  cross  currency  swap  arrangement,  the  Group 
pays London Interbank Offered Rate (LIBOR) plus bank spread 
to the arranging bank on the local currency loan denominated 
in  USD  for  the  purposes  of  the  cross  currency  swap,  and 
receives KIBOR from the arranging bank. There has been no 
transfer of liability under this arrangement, only the nature of 
the  interest  payments  has  changed.  As  this  hedging 
relationship  is  ineffective and does  not  meet the criteria  of 
cash flow hedge, this arrangement does not qualify for special 
hedge accounting specified in IAS 39 ‘Financial instruments: 
Recognition and Measurement’.

7.2.1 The loan has been obtained from International Finance 
Corporation (IFC).  It  is  secured by a first  ranking exclusive 
hypothecation /  equitable  mortgage charge over  all  present 
and future fixed assets of  the Group amounting to USD 40 
million. It carries mark up at six month LIBOR plus 1.85% and 
is  payable  semi  annually.  The  effective  mark  up  charged 
during the year  was 7.554% per  annum. Of  the aggregate 
facility of USD 30 million, the amount availed as at December 
31, 2007 is USD 30 million (2006: Nil), repayable in 14 equal 
semi annual instalments commencing July 15, 2010.

7.2.2 The loan has been obtained by the foreign subsidiary of 
the Group. This carries mark up which ranges from 11% per 



annum to 17.5% per annum and is payable by the year 2008. 
It is secured by an equitable mortgage of land and building 
and a charge on machinery of the subsidiary.

The  present  value  of  minimum lease  payments  have  been 
discounted at implicit interest rate of 13.30% per annum to 
arrive  at  their  present  value.  The  lessee has  the  option  to 
purchase the assets after expiry of the lease term.

Taxes,  repairs,  replacements  and insurance costs  are to  be 
borne by the lessee.





11.1 Running finances

Short-term running finances  available  from a consortium of 
commercial banks under mark up arrangements amount to Rs. 
6,288.600 million (2006: Rs. 3,511.410 million). The rates of 
mark up range from Re. 0.2600 to Re. 0.5340 per Rs. 1,000 
per diem or part thereof on the balances outstanding. In the 
event, the Group fails to pay the balances on the expiry of the 
quarter, year or earlier demand, mark up is to be computed at 
the rates ranging from Re. 0.2820 to Re. 0.6027 per Rs.1000 
per  diem  or  part  thereof  on  the  balances  unpaid.  The 
aggregate running finances are secured by hypothecation of 
stores, spares, stock-in-trade and trade debts.

11.2 Term finance

Term finance available from a consortium of commercial banks 
under mark up arrangement amount to Rs. 176.000 million 
(2006: Rs. 650.750 million). The rates of mark up range from 
Re.  0.2720 to  Re.  0.5210  per  Rs.  1,000  per  diem or  part 
thereof.  It  is  secured  by  hypothecation  of  stores,  stock-in-
trade  and  trade  debts.Of  the  aggregate  facility  of  Rs. 
11,111.945 million (2006: Rs. 13,828.462 million) for opening 
letters of credit and Rs. 1,524.000 million (2006: Rs. 504.265 
million) for guarantees, the amount utilised as at December 
31,  2007  was  Rs.  1,274.570  million  (2006:  Rs.  2,218.412 
million) and Rs. 655.323 million (2006: Rs. 219.858 million) 
respectively.  Of  the  facility  for  guarantees,  Rs.  1,444.000 



million  (2006:Rs.  322.500  million)  is  secured  by  second 
hypothecation charge over stores, spares, stock-in-trade and 
trade debts.     

12. Trade and other payables

12.1 Trade creditors include amount due to related party Rs. 
22.560 million (2006: Rs. 11.742 million).

12.2    Accrued liabilities include amount due to related party 
Rs. 5.737 million (2006: Rs. 5.412 million).

12.4 During  the  year  2006,  the  Group  entered  into  a 
derivative cross currency swap arrangement to hedge for the 



possible adverse movements in interest rates arising on the 
interest payments due on its local currency loan as mentioned 
in note 7.1.3. The derivative cross currency swap outstanding 
as at December 31, 2007 has been marked to market and the 
resulting  loss  of  Rs.  11.111 million  has  been recognized in 
profit and loss account as this hedging relationship does not 
meet the criteria of cash flow hedge and does not qualify for 
special  hedge  accounting  specified  in  IAS  39  ‘Financial 
Instruments: Recognition and Measurement’.

13. Contingencies and commitments

13.1 Contingencies

(I) Claims against the Group not acknowledged as debts Rs. 
12.766 million (2006: Rs. 11.247 million).

(II) Against  a  sales  tax  refund  aggregating  Rs.  12.827 
million determined by the Sales Tax Officer (STO) on the basis 
of the orders of the Appellate Assistant Commissioner (AAC) 
for  the  assessment  years  1977-78  through  1980-81  and 
recognised in the financial statements in 1985, the STO filed 
an  appeal  in  1986  with  the  Income  Tax  Appellate  Tribunal 
(ITAT) against the Orders of  the AAC for these years. The 
orders of the AAC were based on a decision already given by 
the ITAT on the parent company's appeal for application of a 
lower rate of sales tax on self consumed material for earlier 
years.  Pending the outcome of the appeal  filed by STO, no 
adjustment has been made for the refunds recognised in the 
financial statements as the management is of the view that 
the appeal of the STO will not be upheld by the ITAT.

(III) Post  dated  cheques  not  provided  in  these  financial 
statements  have been furnished  by  the  parent  company in 
favour  of  Collector  of  Customs  against  custom  levies 
aggregated to Rs. 8.339 million (2006: Nil) in respect of goods 
imported.

13.2 Commitments in respect of



(I) Contracts for capital expenditure Rs. 1,124.424 million 
(2006: Rs. 2,854.205 million).

(II) Letters of credit other than for capital expenditure Rs. 
749.242 million (2006: Rs. 353.653 million).

(III) Issue  of  privately  placed  commercial  paper  under 
Securities  and  Exchange  Commission  of  Pakistan  (SECP) 
Guidelines for issue of Commercial Papers dated October 28, 
2002 and BPD Circular No. 28 dated August 23, 2003 issued 
by  State  Bank  of  Pakistan,  amounting  to  Rs.  300  million 
(2006: Nil) by the parent company with IGI Investment Bank, 
a related party as an arranger and advisor.

(IV) The amount of future payments under operating leases 
and the period in which these payments will become due are 
as follows:



14. Property, plant and equipment

1. Property,  plant  and  equipment  include  mark  up 
capitalised of Rs. 437.716 million (2006: Nil).

2. Property, plant and equipment include assets amounting 
to Rs. 12.041 million (2006: Rs. 12.071 million) of the Group 
which are not in operation.

3. The cost of fully depreciated assets which are still in use 
as at December 31, 2007 is Rs. 3,136.591 million (2006: Rs. 
2,861.106 million).

14.1 Disposal of property, plant and equipment

Detail  of  property,  plant  and equipment disposed off  during 
the year is as follows:





Depreciation  charge  for  the  year  has  been  allocated  to 
administrative expenses.

Fair value of the investment property, based on the valuation 
carried out by an independent value, as at December 31, 2007 
is Rs. 18.936 million 
(2006: Rs. 21.563 million).





The Group's investment in IGI Insurance Limited  ( Formerly 
International  General  Insurance  Company  of  Pakistan 
Limited ) and IGI Investment Bank Limited is less than 20% 
but these are considered to be associates as per requirement 
of IAS 28  'Investments in Associates' because the Group has 
significant influence over the financial and operating policies of 
these companies.



The Group's share of the result of its associates, all of which 
are incorporated in Pakistan, and its share of the assets and 
liabilities  in  case  of  those  associates  whose  financial 
information is available publicly, are as follows:

Nestle Pakistan Limited, The Resource Group (TRG) Pakistan 
Limited  and  Coca-Cola  Beverages  Pakistan  Limited  are 
associated  undertakings  as  per  the  Companies  Ordinance, 
1984, however, for the purpose of measurement, these have 
been classified as available for sale and measured at fair value 
as referred to in note 4.9.  



21.1 These  represent  interest  free  loans  to  employees  for 
purchase  of  cycles  and  motor  cycles  and  are  repayable  in 
monthly installments over a period of 47 to 159 months.

Loans to employees aggregating Rs. 0.553 million (2006: Rs. 
0.570 million) are secured by joint registration of motor cycles 
in the name of employees and the Group. The remaining loans 
are unsecured.

21.2 This represents an unsecured loan given to Sui Northern 
Gas  Pipelines  Limited  (SNGPL)  by  parent  company  for  the 
development of the infrastructure for the supply of natural gas 
to the plants at Bulleh Shah Paper Mill  (Expansion project). 
Mark up is  charged at  the rate of  1.5% per annum and is 
received  annually.  This  amount  is  receivable  in  10  annual 
installments commencing December 26, 2008.

21.3 This  represents  sales  tax  recoverable  on  capitalised 
assets in twelve equal installments after the commencement 
of commercial production of such assets.





Fair value of plan assets include ordinary shares of the present 
company, whose fair value as at December 31, 2007 is Rs. 
204 million (2006: Rs. 114.789 million)





26.1 Included  in  advances  to  employees  are  amounts  due 
from Chief Executive and Executives of Rs. Nil and Rs. 1.882 
million  respectively.  (2006:  Chief  Executive  Rs.  0.092  and 
Executives Rs. 0.585 million).



These relate to normal business of the Group and are interest 
free.

26.3 In  1987,  the  Income  Tax  Officer  (ITO)  reopened  the 
parent company’s assessments for the accounting years ended 
December 31, 1983 and 1984 disallowing primarily tax credit 
given to the parent company under section 107 of the Income 
Tax Ordinance, 1979.  The tax credit amounting to Rs. 36.013 
million on its capital expenditure for these years was refused 
on  the  grounds  that  such  expenditure  represented  an 
extension of the parent company’s undertaking which did not 
qualify for tax credit under this section in view of the parent 
company’s location.   The assessments  for these years were 
revised by the ITO on these grounds and taxes reassessed 
were adjusted against certain sales tax refunds and the tax 
credits previously determined by the ITO and set off against 
the assessments framed for these years.

The parent company had filed an appeal against the revised 
orders  of  the  ITO  before  the  Commissioner  of  Income  Tax 
(Appeals)  [CIT(A)],  Karachi.   The  Commissioner  has  in  his 
order issued in 1988 held the assessments reframed by the 
ITO for the years 1983 and 1984 presently to be void and of 
no legal effect.  The Income Tax Officer has filed an appeal 
against  the  Commissioner’s  order  with  the  Income  Tax 
Appellate Tribunal (ITAT).  The ITAT has in its order issued in 
1996 maintained the order of CIT (A).  The assessing officer 



after the receipt of the appellate order passed by CIT (A),  has 
issued notices under section 65 of the Income Tax Ordinance, 
1979 and the parent company has filed a writ petition against 
the  aforesaid  notices  with  the  High  Court  of  Sindh,  the 
outcome of which is still pending.

The  amount  recoverable  Rs.  36.013  million  represents  the 
additional taxes paid as a result of the disallowance of the tax 
credits on reframing of the assessments.

27.1       The balances in saving accounts bear mark up which 
ranges from 0.25 % to 8.85 % per annum.

27.2 Included in these are total restricted funds of Rs. 1.349 
million  (2006:  Rs.  1.359  million)  held  as  payable  to  TFC 
holders as referred to in note 12.



In addition to above, salaries, wages and amenities include Rs. 
13.614  million  (2006:  Rs.  12.170  million)  and  Rs.  8.011 
million (2006: Rs. 12.905 million) in respect of provident fund 
contribution  and  accumulating  compensated  absences 
respectively.



In addition to above, salaries, wages and amenities include Rs. 
3.583 million (2006: Rs. 4.006 million) and Rs. 4.168 million 
(2006:  Rs.  4.603  million)  in  respect  of  provident  fund 
contribution  and  accumulating  compensated  absences 
respectively.

29.2 Rent,  rates  and  taxes  include  operating  lease  rentals 
amounting to Rs. 11.558 million (2006: Rs. 9.565 million).

29.3 Bad debts written off include Rs. Nil (2006: Rs.  0.039 
million) against receivables and Rs. 0.210 million (2006: Nil) 
against advances.



In addition to above, salaries, wages and amenities include Rs. 
1.357 million (2006: Rs. 1.143 million) and Rs. 1.673 million 
(2006:  Rs.  0.780  million)  in  respect  of  provident  fund 
contribution  and  accumulating  compensated  absences 
respectively.

30.2 Rent,  rates  and  taxes  include  operating  lease  rentals 
amounting to Rs. 2.826 million (2006: Rs. 2.516 million).



This represents the net capital gain realised on sale of shares 
in  Nestle  Pakistan  Limited,  Tri-pack  Films  Limited  and  The 
Resource Group (TRG) Pakistan Limited.



In view of the available tax losses of the parent company, the 
current tax provision of the parent company represents the 
minimum tax on turnover for the year due under section 113 
of the Income Tax Ordinance, 2001, which is available for set 
off  against  normal  tax  liability  that  may  arise  in  five 
succeeding years.

For the purposes of current taxation of parent company, the 
tax losses available for carry forward as at December 31, 2007 
are estimated approximately at Rs. 3,720 million (2006: Nil).

37. Donations

None of the directors and their spouses had any interest in 
any of the donees during the year.



The Group also provides the Chief Executive and some of the 
Directors  and Executives  with  free transport  and residential 
telephones.

38.2 Remuneration to other directors

Aggregate amount charged in the financial statements for the 
year for fee to 4 directors (2006: 4 directors) was Rs. 90,000 
(2006: Rs. 110,000).

39. Transactions with related parties



The related parties comprise  associated undertakings,  other 
related group companies, directors of the parent company, key 
management personnel  and post employment benefit  plans. 
The  Group  in  the  normal  course  of  business  carries  out 
transactions with various related parties. Amounts due from 
and  to  related  parties  are  shown  under  receivables  and 
payables, amounts due from directors and key management 
personnel are shown under receivables and remuneration of 
directors and key management personnel is disclosed in note 
38. Other significant transactions with related parties are as 
follows:





45.1 Financial risk management objectives

The Group’s activities expose it to a variety of financial risks, 
including  the  effects  of  changes  in  foreign  exchange  rates, 
market interest rates such as Karachi Inter-bank Offered Rate 



and Treasury bills rate, credit and liquidity risk associated with 
various financial assets and liabilities respectively as referred 
to  in  note  45  and  cash  flow  risk  associated  with  accrued 
interests in respect of borrowings as referred to in note 7.

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

Taken  as  a  whole,  risk  arising  from  the  Group's  financial 
instruments is limited as there is no significant exposure to 
market risk in respect of such instruments.

(A) Concentration of credit risk

Credit  risk  represents  the  accounting  loss  that  would  be 
recognised  at  the  reporting  date  if  counter  parties  failed 
completely to perform as contracted. The Group's credit risk is 
primarily  attributable  to  its  trade debts  and its  balances  at 
banks. The credit risk on liquid funds is limited because the 
counter parties are banks with reasonably high credit ratings. 
The Group has no significant concentration of credit  risk as 
exposure is spread over a large number of counter parties in 
the case of trade debts. Out of the total financial assets of Rs. 
8,577.410  million  (2006:  Rs.  5,240.795  million)  financial 
assets  which  are  subject  to  credit  risk  amount  to  Rs. 
8,564.190 million (2006: Rs. 5, 233.584 million). To manage 
exposure to credit risk, the Group applies credit limits to its 
customers  and  also  obtains  collaterals,  where  considered 
necessary.

(B) Currency risk

Currency  risk  is  the  risk  that  the  value  of  a  financial 
instrument will fluctuate due to changes in foreign exchange 
rates.  Currency  risk  arises  mainly  where  receivables  and 
payables  exist  due  to  transactions  with  foreign  buyers  and 
suppliers.  Payables  exposed  to  foreign  currency  risks  are 
covered partially through forward foreign exchange contracts 
and foreign currency forward options.



(C) Interest rate risk

Interest  rate  risk  is  the  risk  that  the  value  of  a  financial 
instrument  will  fluctuate  due  to  changes  in  market  interest 
rates. The Group borrows at fixed and market based rates and 
as  such  the  risk  is  minimized.  Significant  interest  rate  risk 
exposures are primarily managed by a mix of borrowings at 
fixed and variable interest rates and contracting floor and cap 
of interest rates as referred to in note 7. Furthermore, the 
Group has entered into a cross currency swap arrangement for 
its  syndicate  term  loan  to  hedge  the  possible  adverse 
movements in interest rates as referred to in note 7.1.3.

(D) Liquidity risk

Liquidity risk reflects an enterprise's inability in raising funds 
to  meet commitments.  The Group follows an effective cash 
management  and  planning  policy  to  ensure  availability  of 
funds and to take appropriate measures for new requirements.

45.1.2 Capital risk management

The  Group's  objectives  when  managing  capital  are  to 
safeguard the Group's ability to continue as a going concern in 
order  to  provide  returns  for  shareholders  and  benefits  for 
other  stakeholders  and  to  maintain  an  optimal  capital 
structure to reduce the cost of capital. In order to maintain or 
adjust the capital structure, the Group may adjust the amount 
of  dividends  paid  to  shareholders,  return   capital  to 
shareholders through repurchase of shares, issue new shares 
or sell  assets to reduce debt.  Consistent with others in the 
industry  and  the  requirements  of  the  lenders  the  Group 
monitors the capital  structure on the basis of gearing ratio. 
This ratio is calculated as borrowings divided by total capital 
employed. Borrowings represent long-term loan obtained by 
the  Group as  referred  to  in  note  7.  Total  capital  employed 
includes equity as shown in the balance sheet plus borrowings. 
The Group's  strategy,  which was unchanged from last  year, 
was to maintain a gearing ratio of 60% debt and 40% equity. 
The gearing ratio as at year ended December 31, 2007 and 
December 31, 2006 are as follows:



45.2 Fair value of financial assets and liabilities

The  carrying  values  of  all  financial  assets  and  liabilities 
reflected  in  the  financial  statements  approximate  their  fair 
values except for investments in associates which are stated 
at equity. Fair value is determined on the basis of objective 
evidence at each reporting date.

47. Date of authorization for issue

These  financial  statements  were  authorised  for  issue  on 
February 14, 2008 by the Board of Directors.

48. Events after the balance sheet date

The Board of Directors of parent company have proposed a 
final dividend for the year ended December 31, 2007 of Nil 
(2006:  Rs.  6.00)  per  share,  amounting  to  Nil  (2006:  Rs. 
419.277 million) and a bonus share issue of 15% (2006: 5%) 
i.e. fifteen bonus shares for every one hundred shares held on 
the  existing  issued,  subscribed  and  paid  up  capital  of  the 
company  at  their  meeting  held  on  February  14,  2008  for 
approval of the members at the Annual General Meeting to be 
held on March 18, 2008. The Board has also recommended to 
transfer Rs. 4,216.373 million (2006: Rs. 5,646.600 million) to 
general reserve from unappropriated profit.



49. Corresponding figures

Corresponding  figures  have  been  re-arranged,  wherever 
necessary,   for  the  purpose  of  comparison.  Significant 
reclassifications  for  better  representation  include  the 
reclassification of expenses  relating  to  contractual   hired 
labour   amounting   to   Rs.  5.797  million  from  “Other 
expenses”  to Salaries , wages and amenities included in “Cost 
for Sales”.


