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The Company accounts for impairment, where indication exists, by reducing its carrying value to the
assessed recoverable amount.

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each balance
sheet date.

Maintenance and normal repairs are charged to income as and when incurred; also individual assets
costing up to Rs. 10,000 are charged to income. Major renewals and improvements are capitalised and
assets so replaced, if any, are retired. Gains and losses on disposal of property, plant and equipment
are recognised in the profit and loss account.

Intangible assets

Intangible assets having indefinite useful life are stated at cost less accumulated amortisation and
impairment. Carrying amounts of intangibles are subject to impairment review at each balance sheet
date and where conditions exist, impairment is recognised. The determination of recoverable amount
is based on value-in-use calculations that require use of judgement to determine net cash flows arising
from continuing use and applicable discount rate.

The useful lives of intangible assets are reviewed at each balance sheet date to determine whether events
and circumstances continue to support an indefinite useful life assessment for the asset.

Taxation
i. Current

The charge for current taxation is based on taxable income at the applicable rates of taxation, determined
in accordance with the prevailing law for taxation after taking into account tax credits and rebates
available, if any.

ii. Deferred

Deferred tax is provided using the liability method on all temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in the financial statements. Deferred tax liability
is generally recognised for all taxable temporary differences and deferred tax asset is recognised to the
extent that it is probable that taxable profits will be available against which the deductible temporary
differences, unused tax losses and tax credits can be utilised.

Retirement benefits

Defined contribution plan - Provident Fund

The Company operates an approved contributory provident fund for all employees. Equal monthly
contributions are made, both by the Company and the employees, to the fund at the rate of 6% per
annum of the gross salary. Obligation for contributions to defined contribution plan is recognised as an
expense in the profit and loss account as and when incurred.

Unilever Pakistan Foods Limited
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2.10

2.1

Defined benefit plans
The Company operates the following schemes:

i) Funded pension scheme for management employees of the Company. Contributions are made on
the basis of the actuarial valuation. The latest actuarial valuation was carried out as at
December 31, 2009, using the ‘Projected Unit Credit Method'.

i) Funded gratuity scheme for management and non-management employees of the Company.
Contributions are made on the basis of the actuarial valuation. The latest actuarial valuation was
carried out as at December 31, 2009, using the ‘Projected Unit Credit Method'.

Actuarial gains and losses are changes in present value of defined benefit obligation and fair value of
plan assets due to differences between long term actuarial assumptions and actual short term experience.
The Company amortises such gains and losses each year by dividing the unrecognised balance at the
beginning of the year by the average expected remaining service of current members.

Amounts recognised in the balance sheet represent the present value of defined benefit obligation as
adjusted for unrecognised actuarial gains and losses and unrecognised past service costs, if any, and as
reduced by the fair value of plan assets. Any assets resulting from the calculation is limited to the
unrecognised actuarial losses and unrecognised past service cost plus the present value of available
refunds and reduction in future contribution to the plan.

Stores and spares
These are valued at average cost and provision is made for slow moving and obsolete stores and spares.
Items in transit are valued at cost comprising invoice values plus other charges incurred thereon.

Stock in trade

This is stated at the lower of cost and estimated net realisable value. Cost is determined using the
weighted average method except for those in transit where it represents invoice value and other charges
paid thereon. Cost of work in process includes direct cost of materials whereas that of finished goods
also includes direct cost of labour and production overheads. Net realisable value is the estimated selling
price in the ordinary course of business less cost necessarily to be incurred in order to make the sale.

Trade and other debts
Trade and other debts are recognised at fair value of consideration receivable. Debts considered
irrecoverable are written off and provision is made against those considered doubtful of recovery.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of the cash flow
statement, cash and cash equivalents comprise cash in hand, with banks on current and savings accounts
and short term running finance.

Operating leases

Leases in which a significant portion of the risks and rewards of ownership is retained by the lessor are
classified as operating leases. Payments made under operating leases are charged to profit and loss on
a straight-line basis over the period of the lease.
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Trade and other payables

Liabilities for trade and other amounts payable are carried at cost which is the fair value of the consideration
to be paid in future for goods and services.

Borrowings and their cost

Borrowings are recorded at the proceeds received.

Borrowing costs are recognised as an expense in the period in which these are incurred except to the
extent of borrowing costs that are directly attributable to the acquisition, construction or production of
a qualifying asset. Such borrowing costs, if any, are capitalised as part of the cost of that asset.
Provisions

Provisions, if any, 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 will be required to settle the obligation,
and a reliable estimate of the amount can be made.

Financial assets and liabilities

All financial assets and liabilities are initially measured at cost, which is the fair value of the consideration
given and received respectively. These financial assets and liabilities are subsequently measured at fair
value, amortised cost or cost, asthe case may be.

Foreign currency transactions and translation

Foreign currency transactions are converted 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

are taken to income.

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

Revenue recognition

Revenue is recognised to the extent it is probable that the economic benefits will flow to the Company
and the revenue can be measured reliably. Revenue is measured at the fair value of the consideration
received or receivable, and is recognised on the following basis:

- sale is recognised when the product is despatched to customers; and

- return on savings account is recognised on accrual basis.

Dividends

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

Unilever Pakistan Foods Limited
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2009 2008

PROPERTY, PLANT AND EQUIPMENT (Rupees in thousand)

Operating assets - note 3.1 288,672 296,030
Capital work in progress - note 3.3 200 11,677
88,8 307,707
Operating assets
Building on Leasehold Electrical, .
Freehold freehold imorove Plantand mechanical Furniture and Motor Total
land land nfents machinery and office fittings vehicles
equipment

A

(Rupees in thousand)

Net carrying value basis
Year ended December 31, 2009

Opening Net Book Value (NBV) 181,994 26,771
Additions (at cost) 17,773 9,842
Disposals (at NBV) (51) (5)
Depreciation charge (23,913)
Closing NBV 3
Gross carrying value basis
At December 31, 2009
Cost 141,796 16,855

Accumulated depreciation
and impairment

(91,435) (14,386)

NBV 50,361

Net carrying value basis
Year ended December 31, 2008

Opening NBV 8,179 17,695 1 48,325 10,171 337 24,196 108,904
Additions (at cost) - 32,449 - 151,017 19,421 72 15,249 218,208
Disposals (at NBV) - - - (556) - - (893) (1,449)
Depreciation charge - (905) (1) (16,792) (2,821) (83) (9,031) (29,633)
Closing NBV 8,179 49,239 - 181,994 26,771 326 29,521 296,030
Gross carrying value basis
At December 31, 2008
Cost 8,179 139,391 14,918 393,133 92,764 15,195 55,858 719,438
Accumulated depreciation
and impairment - (90,152) (14,918) (211,139) (65,993) (14,869) (26,337) (423,408)
NBV 8,179 49,239 - 181,994 26,771 326 29,521 296,030

Depreciation rate % per annum

EEE B BN N T B




3.2 Details of operating assets disposed off during the year

The details of fixed assets disposed off, having net book value in excess of Rs. 50,000 are as followvs:

Cost  Accumulated Book Sale Mode of Particulars of purchaser
depreciation value proceeds disposal

<4— (Rupees in thousand) ————»

Building on freehold land 90 85 5 Open bidding Mr. Ghazanfar Ullah Khan, 82 A,
) Officer Colony No.1, Sosan Road,
Plant and machinery 408 357 51 Madina Town, Faisalabad.
Electrical, mechanical 379
and office equipment 2,448 2,443 5
Furniture and fittings 552 552
Motor vehicle 422 422 -
3,920 3,859 61
Motor vehicles 1,376 550 826 671 Company policy Mr. Jamal Mustafa Siddiqui - Ex - Chief Executive
849 509 340 531 " Mr. Mohammad Ahmed - Ex - Executive
1,060 212 848 804 " Mr. Pervaiz Igbal - Ex - Executive
835 751 84 125 " Mr. Masood A Khan - Ex - Executive
2009 2008
. . (Rupees in thousand)
33 Capital work in progress — at cost
Civil work 4,511
Plant and machinery 7,166
11,677
4. INTANGIBLE ASSETS
4.1 Net carrying value basis
Opening net book value 181,145
Impairment loss -
Closing net book value 181,145
4.2 Gross carrying value basis
Cost
- Goodwill 94,578
- Agreement in restraint of trade 139,661
- Trademark 20,000
254,239
Accumulated amortisation and impairment (73,094)
Net book value 181,145

Unilever Pakistan Foods Limited
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5.1

5.2

53

While reassessing the net carrying value of Rs. 99.508 million (cost: Rs. 139.661 million) of the intangible
asset under the head “agreement in restraint of trade” at the balance sheet date, the management
considers that it is now unlikely that the carrying value of the asset would be recoverable and accordingly
as a matter of prudence the net book value of that asset has been recognised as an impairment loss in
these financial statements.

2009 2008
LONG TERM LOANS - considered good (Rupeesin thousand)
Executives 2,442
Other employees 5,294
7,736
Recoverable within one year - note 10 (2,900)

4,836

Reconciliation of carrying amount of loans to executives:

- opening balances 2,442 1,456

- disbursements 750 1,818

- repayments (1,256) (832)

1,936 2,442

Loans to employees have been provided to facilitate purchase of houses, vehicles and computers in
accordance with the Company's policy and are repayable over a period of five years. These loans are
secured against retirement benefits of the employees. Loans to employees are interest free, except for
house building loan which carries interest at 10% per annum.

The maximum aggregate amount of loans due from executives at the end of any month during the
year was Rs. 2.36 million (2008: Rs. 3.01 million).

2009 2008
(Rupees in thousand)
LONG TERM PREPAYMENT
Prepaid rent 9,276
Current portion - note 11 (3,788)
5,488
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8.2
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2009 2008
(Rupees in thousand)

STORES AND SPARES
Stores 9,369
Spares (including in transit - Nil;
2008: Rs. 122 thousand) 5,279
14,648
Provision for obsolescence (844)
13,804
STOCK IN TRADE
Raw and packing materials (including in transit
Rs. 49.17 million; 2008: Rs. 56.18 million) 214,080 269,926
Provision for obsolescence (34,641)
188,372 235,285
Work in process 4,644
Provision for obsolescence (39)
4,605
Finished goods 127,710
Provision for obsolescence (15,206)
| 140,979 [ KPX- LY
BEEET] 35239

Stock in trade includes Rs. 188.43 million (2008: Rs. 207.55 million) held with third parties.

The Company made a provision of Rs. 21.21 million (2008: Rs. 48.38 million) for obsolescence and
has written off inventory of Rs. 25.90 million (2008: Rs. 14.71 million) by utilising the provision during
the year.

The above balances include items costing Rs. 129.24 million (2008: Rs. 141.50 million) valued at net
realisable value of Rs. 84.05 million (2008: Rs. 91.62 million).

2009 2008
(Rupees in thousand)
TRADE DEBTS
Considered good 79,649 49,976
Considered doubtful 12,895 13,801
92,544 63,777
Provision for doubtful debts - note 9.1 (12,895) (13,801)

79,649 49,976

Unilever Pakistan Foods Limited
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9.2

10.

10.1

1.

The Company has reversed a net provision of Rs. 0.91 million (2008: recognised a provision of
Rs. 1.31 million).

As of December 31, 2009, trade debts of Rs. 18.23 million (2008: Rs. 6.00 million) were past due but not
impaired. These relate to a number of independent customers for whom there is no recent history of
default. The age analysis of these trade debts is as follows:

2009 2008

(Rupees in thousand)

Up to 3 months 17,189 2,445
3to 6 months 820 3,237
More than 6 months 224 316

| 18,233 5,998

LOANS AND ADVANCES - considered good

Current portion of loans to employees - note 5 2,900
Advances to:

executives - note 10.1 2,946

other employees 1,241

suppliers and others 11,810

15,997

18,897

The advances to executives are given to meet business expenses and are settled as and when
the expenses are incurred. Further, the Company provides advance house rent to its employees.

2009 2008

TRADE DEPOSITS AND SHORT TERM PREPAYMENTS (Rupees in thousand)

Trade deposits 1,605
Prepayments 28,739
Current portion of prepaid rent - note 6 3,788

34,132
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13.

1341

OTHER RECEIVABLES

Due from associated undertakings

Workers' Profits Participation Fund - note 12.1

Receivable from Rafhan Best Foods

Pension Fund - unsecured
Others

Workers' Profits Participation Fund

Balance as at January 1
Allocation for the year

Paid to trustees of the fund

Balance as at December 31

CASH AND BANK BALANCES
With banks on:
savings accounts - note 13.1

current accounts

Cash in hand

2009 2008

(Rupees in thousand)

3,452 -
11,826 2,352

156
11

15,287 2,519

2,312
(28,481)

28,521

11,826 2,352

840
7,026

156

At December 31, 2009 the mark up rate on savings account is 5% per annum (2008: from 5.0% to 8.5%

per annum).

(26,169)

7,866

8,022

Unilever Pakistan Foods Limited
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15.

2009 2008

(Rupees in thousand)
SHARE CAPITAL

Authorised share capital

Number of
shares

20,000,000 Ordinary shares of Rs. 10 each 200,000 200,000

Issued, subscribed and paid up capital

Number of
shares
Ordinary shares of Rs. 10 each allotted:

1,239,327 for consideration paid in cash 12,393
24,196 for consideration other than cash 242
4,894,095 as bonus shares 48,941
6,157,618 61,576

As at December 31, 2009 Conopco Inc. USA, subsidiary of Unilever N.V. Holland, held 4,670,271
(December 31, 2008: 4,554,271) ordinary shares of Rs. 10 each.

2009 2008
RESERVES (Rupees in thousand)

Capital reserves

Share premium 24,630 24,630
Special 628 628

25,258 25,258

Revenue reserves
General 138
Unappropriated profit 181,684 214,251
181,822 214,389
207,080 239,647




16. RETIREMENT BENEFITS - OBLIGATION

16.1 The disclosures made in notes 16.2 to 16.7 and 16.10 to 16.12 are based on the information included in
the actuarial valuation as of December 31, 2009.

Pension Fund Gratuity Fund

2009 2008 2009 2008
<4— (Rupeesinthousand) —»

16.2 Balance Sheet Reconciliation

Fair value of plan assets 42,731 42,686 64,524

Present value of defined benefit obligations (49,559) (55,249) (72,390)
Funded status (6,828) (12,563) (7,866)
Unrecognised net actuarial loss 2,252 10,083 7,553
Recognised liability (4,576) (313)
Actual return on plan assets 1,385 17,363
16.3 Movement in the fair value of plan assets
Fair value as at January 1 39,348 64,524 44,618
Expected return on plan assets 3,841 7,453 4,716 ‘
Actuarial (losses) / gains (2,456) 30 12,647

Employer contributions 4,028 4418 5451
Benefits paid (2,030) (33,739) (2,908)
Fair value as at December 31

42,731 64,524

16.4 Movementin the defined benefit obligation

Obligation as at January 1 38,982 59,521
Service cost 2,667 5,608
Interest cost 4,332 6,578
Actuarial losses 5,608 3,591
Benefits paid (2,030) (2,908)
Obligation as at December 31 49,559 72,390
16.5 Cost
Current service cost 2,667 5,608
Interest cost 4,332 6,578
Expected return on plan assets (3,841) (4,716)
Recognition of actuarial (gain) / loss (304) 874
Expense 284 8344

Unilever Pakistan Foods Limited
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16.6 Principal actuarial assumptions used are as follows:

2009 2008
Discount rate & expected return on plan assets 16.00%
Future salary increases 13.79%
Future pension increases 741%
16.7 Comparison for five years:
2009 2008 2007 2006 2005
4— (Rupeesin thousand) —»

As at December 31
Fair value of plan assets CERE{E:N 107,255 83,966 74,746 77,790
Present value of defined benefit obligation [(E¥::EVR (121,949) (98,503)  (90,641) (88,755)
Deficit (PARKION (14,694) (14,537)  (15,895) (10,965)
Experience adjustments

(Loss) / Gain on plan assets -

as percentage of plan assets 0.4% 9.5% (0.2%) (9.0%) (11.0%)
(Gain) / Loss on obligations -
as percentage of obligations 3.6% 7.5% (2.2%) (2.0%) (8.0%)

16.8 Plan assets are comprised as follows:

2009 2008
Rupeesin % Rupeesin %
thousand thousand
Fixed interest bonds 4,169 4
Others (include cash and bank balances) 103,086 96
107,255 100

16.9 The expected return on plan assets was determined by considering the expected returns available on
the assets underlying the current investment policy. Expected yields on fixed interest investments are
based on gross redemption yields as at the balance sheet date.

16.10 The actuary conducts separate valuations for calculating contribution rates and the Company contributes
to the pension and gratuity funds according to the actuary's advice. Expense of the defined benefit plans
is calculated by the actuary.

16.11 Expected contribution to retirement benefit plans for the year ending December 31, 2010 are
Rs. 22.3 million (2009: Rs. 14.2 million).

16.12 During the year the Company contributed Rs. 5.5 million (2008: Rs. 5.8 million) to the provident fund.
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18.1

2009 2008
(Rupees in thousand)

DEFERRED TAXATION

Credit balance arising in respect of:

- accelerated tax depreciation allowance 26,891
- amortisation of intangible assets 34,828
61,719
Debit balance arising in respect of:

- provision for retirement benefits (1,711)
- provision for stock in trade (17,460)
- provision for stores and spares (295)
- provision for doubtful debts (4,830)
- other provisions (233)
(24,529)

17,503 37,190
TRADE AND OTHER PAYABLES N -
Creditors 24,802
Accrued liabilities 385,411 314,974
Royalty and technology fee 14,144 27,068
Advances from customers 28,524 22,902
Income tax deducted at source 8,425 1,749
Due to Rafhan Best Foods Provident Fund = 1,657
Workers' Welfare Fund 6,601 13,814
Unclaimed dividend 1,356 607
Others 7,422 8,100
512,182 415,673

Amounts due to related parties included in trade and other payables are as follows:
2009 2008

(Rupees in thousand)

Ultimate Parent Company 8,076 17,824
Holding Company 6,127 9,244
Associated Companies 28,229 78,940
Defined contribution plan - 1,657

Unilever Pakistan Foods Limited




Ul
o

Unilever Pakistan Foods Limited

19.

20.

21.

22.

22.1

22.2

2009 2008

(Rupees in thousand)
ACCRUED INTEREST / MARK UP

On running finance under mark up arrangements

On balance payable pension fund 2,741

7,318

SALES TAX PAYABLE

This includes provision for doubtful sales tax refund amounting to Rs. 2.6 million (2008: Nil).
SHORT TERM BORROWINGS

Running finance under mark up arrangements - secured

The facilities for running finance available from various banks amount to Rs. 946 million
(2008: Rs. 750 million). The rates of mark up range between 12.14% to 16.5% per annum (2008: 14.74%
to 16.26% per annum).

The arrangements are secured by way of hypothecation over the Company's current assets.
The facilities for opening letters of credit and guarantees as at December 31, 2009 amounted to
Rs. 536.5 million (2008: Rs. 430 million) of which the amount remaining unutilised at year end was
Rs. 496.02 million (2008: Rs. 384.75 million).

COMMITMENTS

Aggregate commitments outstanding for capital expenditure as at December 31, 2009 amounted to
Rs. 3.17 million (2008: Rs. 5.86 million).

Aggregate commitments for operating lease rentals as at December 31, 2009 are as follows:

2009 2008

(Rupees in thousand)

Not later than one year

Over one year to five years
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2009

SALES

Gross Sales 4,238,621

Sales tax (564,636)

Excise duty (28,655)
(593,291)
3,645,330

Rebates and allowances (268,819)

3,376,511

The Company analyses its net revenue by the following product groups:
2009

2008

(Rupees in thousand)

3,748,416

(483,866)

(24,394)

(508,260)

3,240,156

(158,277)

3,081,879

2008

(Rupees in thousand)

Products used by end consumers 2,792,156
Products used by entities 584,355

3,376,511

2,555,740

526,139

3,081,879

Sales to domestic customers in Pakistan are 98.4% (2008: 98.2%) and to customers outside Pakistan are

1.6% (2008: 1.8%) of the revenue during the year.

The Company's customer base is diverse with no single customer accounting for more than 10% of net

revenues.

Unilever Pakistan Foods Limited
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COST OF SALES

Raw and packing materials consumed
Manufacturing charges paid to third party
Stores and spares consumed

Staff costs - note 24.1

Utilities

Depreciation

Repairs and maintenance

Rent, rates and taxes

Travelling and entertainment
Insurance

Stationery and office expenses

Other expenses

Charges by related party

Recovery of charges from related party

Opening work in process
Closing work in process

Cost of goods manufactured
Opening stock of finished goods

Closing stock of finished goods

2009

2008

(Rupees in thousand)

1,843,781
27,279
19,487

154,717
33,066
37,665
18,952

4,357
1,296
1,628
2,411
6,865
2,095
(3,096)
2,150,503
4,605

2,155,108
(4,489)

2,150,619

112,504

(140,979)

2,122,144

1,596,320
21,967
24,788

141,779
42,224
28,908

2,827
5,496
1,562
1,986
1,207
4,099

2,889

(2,081)

1,873,971

1,221

1,875,192
(4,605)

1,870,587
116,838

(112,504)

1874921




241 Staff costs

25.

Salaries and wages

Medical expenses

Pension cost - defined benefit plan
Gratuity cost - defined benefit plan

Provident fund cost - defined contribution plan

DISTRIBUTION COST

Staff costs - note 25.1
Advertisement and sales promotion
Outward freight and handling
Royalty and technology fee
Travelling and entertainment
Rent, rates and taxes
Depreciation

Repairs and maintenance
Stationery and office expenses
Other expenses

Charges by related party

Recovery of charges from related party

2009

2008

(Rupees in thousand)

149,694
743
1,149
1,865

1,266

154,717

109,679
436,423
114,586
52,765
21,906
4,956
843
1,113
5,298
5,676
98,659

(54,600)

136,159
314
958

2,806

1,542

141,779

98,495
270,563
106,554

29,775

28,686

4,045
422
445

2,571

6,120

62,613

(34,563)

575,726
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2009 2008

251 Staff costs (Rupees in thousand)

Salaries and wages 96,811 85,220
Medical expenses 1,360 2,210
Pension cost - defined benefit plan 2,833 1,845
Gratuity cost - defined benefit plan 4,583 5,388
Provident fund cost - defined contribution plan 4,092 3,832
| 109,679 EETY N
26. ADMINISTRATIVE EXPENSES -
Staff costs - note 26.1 12,012
Rent, rates and taxes 446
Depreciation 303
Travelling and entertainment 923
Insurance 1,518
Auditors' remuneration - note 26.2 1,023
Provision for doubtful debts 1,314
Provision for doubtful sales tax refund -
Legal and professional charges 5,283
Other expenses 3,936
Service fee to related party - note 26.3 19,543
Charges by related party 14,216
Recovery of charges from related party (2,496)
58,021




26.1

26.2

26.3

27.

271

Staff costs

Salaries and wages

Medical expenses

Pension cost - defined benefit plan
Gratuity cost - defined benefit plan

Provident fund cost - defined contribution plan

Auditors' remuneration

Audit fee

Limited review, audit of pension, provident and
gratuity funds, certification for regulatory

authorities and others

Out of pocket expenses

between the two companies.

OTHER OPERATING EXPENSES

Donations - note 27.1

Impairment loss - note 4.3

Workers' Profits Participation Fund - note 12.1

Workers' Welfare Fund

None of the directors or their spouse have any interest in the donee.

2009 2008
(Rupees in thousand)

11,702

51

150

101

400

524

99

[ 1413 | 1,023

This represents amount charged to the Company for certain management and other services received
from its associated undertaking - Unilever Pakistan Limited, in accordance with the Service Agreement

2009 2008
(Rupees in thousand)

2,299

28,481

12,012

10,823

41,603

Unilever Pakistan Foods Limited
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28.

29.

30.

31.

OTHER OPERATING INCOME
Income from financial assets

Return on savings accounts

Income from non-financial assets
Scrap sales
Gain on disposal of property, plant and equipment

Sundries

Others
Liabilities no longer payable written back

Provision for doubtful trade debts written back

RESTRUCTURING COST

2009

2008

(Rupees in thousand)

398

9,434
7,182

907

17,523

3,015

20,936

This represents severance cost paid to certain outgoing employees whose employment was ended

consequent to restructuring.

FINANCE COST
Mark up on short term borrowings

Bank charges

TAXATION - charge

Current - for the year
- for prior years
Deferred

2009

2008

(Rupees in thousand)

20,854

1,663

22,517

104,601
(20,050)
(19,687)

64,864

18,196

4,037

22,233

152,750

29,015

181,765

i
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32.

33.

Reconciliation between effective tax rate and applicable tax rate:

2009

Applicable tax rate

Net tax effect of admissibility of expenses for
tax purposes

Effect of income under Final Tax Regime

Effect of prior periods

Effective tax rate

EARNINGS PER SHARE
Profit after taxation attributable to ordinary shareholders 176,792

Weighted average number of shares in issue during the
year - in thousand

Earnings per share - Rupees
There is no dilutive effect on the basic earnings per share of the Company.
RELATED PARTY DISCLOSURES

The following transactions were carried out with related parties during the year:

2008
%

35.00

(0.30)
(0.42)

34.28

348,546

6,158

56.60

2008

(Rupees in thousand)

2009
Relationship with the Nature of transactions
Company
i) Ultimate parent company Technical fee 20,110
ii) Holding company Royalty 24,749
iy  Otherrelated parties Purchase of goods 758,387
Sale of goods 27,065

Purchase of property, plant
and equipment
Reimbursement of expenses

to related party 121,063
Recovery of expenses

from related party 61,467
Fee for receiving of services

from related parties 17,113

vi)  Key management personnel  Salaries and other short-term
employee benefits 5,690

Royalty and Technical fee are paid in accordance with the agreements duly acknowledged by the State

Bank of Pakistan.

19,607
10,168

731,048
28,479

19,053
79,718
39,140

19,543

4,031

Unilever Pakistan Foods Limited
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The Company has entered into agreements with its associate, Unilever Pakistan Limited to share
various administrative and other resources. The charges by and recovery of costs from the associate have
been disclosed in notes 24, 25 and 26.

The related party status of outstanding balances as at December 31, 2009 is included in trade debts,
other receivables and trade and other payables respectively. These are settled in ordinary course of
business.

REMUNERATION OF DIRECTOR, CHIEF EXECUTIVE AND EXECUTIVES

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

Executive Director Chief Executive Executives
2009 2008 2009 2008 2009 2008
« (Rupees in thousand) >
Managerial remuneration
and allowances 1,026 4,080 36,382 35,356
Retirement benefits
- note 34.1 - - 6,257 6,998

Rent and utilities
Medical expenses

- 12,483 13,404
- 670 639

1,026 [ 4.080 55,792 56,397
39

Number of persons

*During the year, Ms. Fariyha Subhani was appointed chief executive with effect from January 31, 2009
in place of Mr. Jamal Mustafa Siddiqui who resigned on January 30, 2009. The charge reflects the
respective period of office of chief executive held by them.

In addition to this, a lump sum amount of Rs. 26.98 million (2008: Rs. 20.38 million) on account of
variable pay has been accounted for in financial statements for the current year payable in 2010 after
verification of target achievement.

Out of the variable pay recognised for 2008 and 2007 following payments were made:

Paid in Paid in
2009 2008
relatingto  relating to
2008 2007

(Rupees in thousand)

Executive Director 302
Chief Executive 678
Executives 8,981
Other employees 4,658

[ 19,463 | 14,619
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35.1

Aggregate amount charged in these financial statements for the year for fee to four non-executive
directors was Rs. 127.5 thousand (2008: four non-executive directors Rs. 135 thousand).

The Chief Executive and certain executives of the Company are also provided with the Company
maintained cars.

In respect of full time working Director, Chief Executive and Company Secretary, the Company is
charged monthly by an associated undertaking (Unilever Pakistan Limited) on agreed basis.

Aggregate amount charged in these financial statements for the year for remuneration of directors
is Rs. 5.69 million (2008: Rs. 1.85 million).

Retirement benefits represent amount contributed towards various retirement benefit plans.

2009 2008
PLANT CAPACITY AND PRODUCTION
Actual production of the plant in metric tons 17,200 17,314

The capacity of the plant is indeterminable as it is a multiproduct plant capable of producing
several interchangeable products.

Unilever Pakistan Foods Limited
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36.

36.1

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

Financial risk factors “

The Company's activities expose it to variety of financial risks: market risk (including currency . .
risk and interest rate risk), credit risk and liquidity risk. The Company's overall risk management @
programme focuses on having cost effective funding as well as manage financial risk to
minimise earnings volatility and provide maximum return to shareholders.

Financial assets and liabilities by category and their respective maturities

Interest / Mark up Non-interest /
bearing Non-mark up bearing
Maturity ~ Maturity Maturity .
up toone afterone Sub-total up to one Maturity after Sub-total Total
one year
year year year
< Rupees in thousand »
FINANCIAL ASSETS
Loans and advances - - - 11,963 3,289 15,252 15,252
Trade debts - - - 79,649 - 79,649 79,649
Trade deposits - - - 2,031 - 2,031 2,031
Other receivables - - - 3,461 - 3,461 3,461
Cash and bank balances 472 - 472 40,224 - 40,224 40,696
December 31, 2009 [ a2 - i 1373 3,289 120,617 141,089
December 31, 2008 840 - 840 66,017 4,836 70,853 71,693
FINANCIAL LIABILITIES
Trade and other payables - - - 468,632 - 468,632 468,632
Short term borrowings 148,775 - 148,775 - - - 148,775
Accrued interest / mark up - .98 - 948 948
December 31, 2009 148,775 148, 775 | 469580 - 469,580
December 31, 2008 242,591 - 242,591 307,000 - 307,000 549,591

ON BALANCE SHEET GAP

December 31, 2009 (148,303) - (148,303) ll (332,252) 3,289 (328,963)l| (477,266)]

December 31, 2008 (241,751) - (241,751) (240,983) 4,836 (236,147) (477,898)

OFF BALANCE SHEET ITEMS

Letters of credit / guarantee:

December 31, 2009 @

December 31, 2008 45,250

The carrying values of all financial assets and liabilities reflected in the financial statements
approximate their fair values.




0]

(ii)

(iii)
a)

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 maximum exposure to credit risk is
equal to the carrying amount of financial assets. Out of total financial assets of Rs. 141.09 million
(2008: Rs. 71.69 million), the financial assets which are subject to credit risk amounted to Rs. 79.65 million
(2008: Rs. 49.98 million).

For trade debts, internal risk assessment process determines the credit quality of the customers, taking
into account their financial positions, past experiences and other factors. Individual risk limits are set
based on internal or external credit worthiness ratings in accordance with limits set by the management.
As of December 31, 2009 trade debts of Rs. 18.23 million were past due but not impaired. The carrying
amount of trade debts relates to a number of independent customers for whom there is no recent
history of default.

Deposits have been placed mainly against shipping guarantees and letters of credit, hence
exposed to no significant credit risk.

Loans and advances to employees are not exposed to any material credit risk since these are
secured against their retirement benefits.

Other receivables constitute mainly receivables from the related parties, therefore, are not
exposed to any significant credit risk.

The bank balances represent low credit risk as they are placed with banks having good credit ratings
assigned by credit rating agencies.

The management does not expect any losses from non-performance by these counterparties.

Liquidity risk

Liquidity risk reflects the Company's inability in raising funds to meet commitments. The
Company manages liquidity risk by maintaining sufficient cash and bank balances and the
availability of financing through banking arrangements.

Market risk

Foreign exchange risk

Foreign exchange risk arises mainly where receivables and payables exist in foreign currency. As at
December 31, 2009, financial assets of Rs. 2.54 million (2008: Nil) and financial liabilities of Rs. 37.37 million
(2008: Rs. 36.54 million) were in foreign currency which were exposed to foreign currency risk.
As at December 31, 2009, if the Pakistan Rupee had weakened / strengthened by 10% against Euro
with all other variables held constant, profit before tax for the year would have been

lower / higher by Rs. 3.12 million (2008: Rs. 2.96 million), mainly as a result of foreign exchange
losses / gains on translation of Euro denominated financial assets and liabilities.

Unilever Pakistan Foods Limited
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b)

37.

As at December 31, 2009, if the Pakistan Rupee had weakened / strengthened by 8% against US Dollar
with all other variables held constant, profit before tax for the year would have
been lower / higher by Rs. 0.30 million (2008: Rs. 0.67 million), mainly as a result of foreign
exchange losses / gains on translation of US Dollar denominated financial assets and liabilities.

The sensitivity of foreign exchange rate looks at the outstanding foreign exchange balances of the
Company only as at the balance sheet date and assumes this is the position for a full
twelve-month period. The volatility percentages for movement in foreign exchange rates have been
used due to the fact that historically (5 years) rates have moved on average basis by the mentioned
percentages per annum.

Interest rate risk

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

At December 31, 2009, the Company had variable interest bearing financial liabilities of
Rs. 148.78 million (2008: Rs. 242.59 million), and had the interest rate varied by 200 basis points
with all the other variables held constant, profit before tax for the year would have been
approximately Rs. 2.98 million (2008: Rs. 4.85 million) lower / higher, mainly as a result of higher/ lower
interest expense on floating rate borrowings.

CAPITAL RISK MANAGEMENT

The Company's objectives when managing capital are to safeguard the Company's ability to
continue as a going concern in order to provide returns for shareholders and benefit for other
stakeholders and to maintain an optimal capital structure to reduce the cost of capital.

During 2009 the Company's strategy was to maintain leveraged gearing. The gearing ratio as at
December 31, 2009 and 2008 were as follows:

2009 2008

(Rupees in thousand)

Total borrowings 242,591
Cash and bank (8,022)
Net debt 234,569
Total equity 301,223
Total capital 535,792
Gearing ratio 44%

The Company finances its operations through equity, borrowings and management of working capital
with a view to maintaining an appropriate mix between various sources of finance.
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CASH GENERATED FROM OPERATIONS
Profit before taxation

Adjustments for non-cash charges and other items
Depreciation
Gain on disposal of property,
plant and equipment
Provision for retirement benefits - obligation
Impairment loss
Finance cost
Return on savings accounts

Profit before working capital changes

Effect on cash flows due to working capital changes

Decrease / (Increase) in current assets
Stores and spares
Stock in trade
Trade debts
Loans and advances
Trade deposits and short term prepayments
Other receivables

Increase in current liabilities

Trade and other payables
Sales tax payable

CASH AND CASH EQUIVALENTS

Cash and bank balances

Short term borrowings - running finance under
mark up arrangements

2009

2008

(Rupees in thousand)

241,656

167,788

409,444

95,760
107,809
515,561

40,696

(148,775)

(108,079)

530,311

29,633

(7,182)
11,198

22,233
(398)

55,484

585,795

(3,779)
25,608
38,125
(3,629)
(18,818)
6,899

44,406

52,151
18,874

71,025

701,226

8,022

(242,591)

(234,569)

Unilever Pakistan Foods Limited
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40. CORRESPONDING FIGURES

Prior year's figures have been reclassified for the purpose of better presentation and comparison.
Significant reclassifications made during the year are as follows:

Reclassification from Reclassification to Rupees in
component component thousand
Other operating expenses Administrative expenses
- Auditors' remuneration - Auditors' remuneration 1,023
- Provision for doubtful debts - Provision for doubtful debts 1,314
Cost of sales Distribution expenses
- Raw and packing material consumed - Outward freight and handling 49,845

41. PROPOSED AND DECLARED DIVIDENDS
At the Board of Directors' meeting held on March 4, 2010, a final dividend in respect of 2009 of
Rs. 14 per share amounting to a total dividend of Rs. 86.21 million is proposed (2008: Rs. 14 per share
amounting to a total dividend of Rs. 86.21 million).
These financial statements do not reflect the proposed final dividend as payable, which will be accounted
for in the statement of changes in equity as an appropriation from the unappropriated profit in the
year ending December 31, 2010.

Interim dividend declared and already paid in respect of 2009 was Rs. 20 per share amounting to a total
dividend of Rs. 123.15 million (2008: Rs. 22 per share amounting to a total dividend of Rs. 135.47 million).

42. DATE OF AUTHORISATION

These financial statements were authorised for issue on March 4, 2010 by the Board of Directors of the

Company.
Fariyha Subhani Abdul Rab
Chief Executive Director and Chief Financial Officer




Form of Proxy
Twelfth Annual General Meeting

The Secretary

Unilever Pakistan Foods Limited
Avari Plaza, Fatima Jinnah Road
Karachi-75530, Pakistan.

I/ We son/ daughter/ wife of ,
shareholder(s) of Unilever Pakistan Foods Limited, holding ordinary shares
hereby appoint who is my [state relationship (if any)
with the proxy; required by Government regulations] and the son / daughter/ wife of
, (holding ordinary shares in the Company under
Folio No. ) [required by Government; delete if proxy is not the Company’s
shareholder] as my / our proxy, to attend and vote for me / us and on my / our behalf at the
Annual General Meeting of the Company to be held on April 22, 2010 and / or any adjournment
thereof.

Signed this day of 2010.
(Signature should agree with the specimen
signature registered with the Company)
Witness 1:
Signature Sign across Rs. 5/-
Revenue Stamp
Name
CNIC #
Signature of Member(s)
Witness 2 :
Signature Shareholder’s Folio No.
Name and / or CDC Participant I.D. No.
CNIC # and Sub- Account No.
Note:

1. The Member is requested:
(a) to affix Revenue Stamp of Rs. 5/- at the place indicated above.

(b) tosign across the Revenue Stamp in the same style of signature as is registered with the
Company.

(c) to write down his Folio Number.

2. In order to be valid, this Proxy must be received at the Registered Office of the Company
at least 48 hours before the time fixed for the Meeting, duly completed in all respects.

3. CDC Shareholders or their Proxies should bring their original Computerized National
Identity Card or original Passport along with the Participant’s ID Number and their Account
Number to facilitate their identification. Detailed procedure is given in the Notes to the
Notice of AGM.
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