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About the Report

Leveraqging the global dairy expertise of
FrieslandCampina and the rich, local knowledge
and network of Engro Corporation Limited,
we continue to deliver on our promise of
‘Nourishing Pakistan' with safe and nutritious
products.

Melding state-of-the-art technology with
best-in-class processes enables us to innovate
at speed, while the operational resilience and
efficiency of our supply chain and resource
network quarantee that our customers have
continued access to our products, even in
adverse circumstances.

We were tested this year. Faced with the
uncertainty and challenges of COVID-19, we
drew upon knowledge cultivated over decades,
and mobilised our entire team to navigate
the complexities of the pandemic and ensure
business continuity while prioritising the safety
of our team, nationwide.

Our global success is a testament to the efforts
we have made in the past towards building
a talented orgqanization, stronq brands, and a
performant culture.

Moreover, we increased engagement across our
entire stakeholder ecosystem. From supporting
our farmers and communities with our expansive
Dairy Development Program, to transitioning
our employees seamlessly to a hybrid model,
by rethinking diversity as a cornerstone of our
business, to improving our environmental impact
with innovative sustainability initiatives, we have
challenged ourselves to explore possibilities in the
pursuit of excellence.

This year's report takes inspiration from and
encapsulates the spirit of our most vibrant asset
- our people. With them as the custodians of our
brands and the quardians of our future, we know
that we have the acumen and fortitude to brave
every challenge, as we continue on our mission
to serve the millions of Pakistanis who rely on us
every day.

We remain committed to Pakistan, now, and for
generations to come.
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Milk is a daily necessity in millions of households across
Pakistan. Therefore, I felt [ had a huge responsibility on my
shoulders when COVID-19 spread and badly affected
supplies and markets. [ have been associated with FCEPL
since 2009 through my farm in Sahiwal. Together we
managed to fulfil and exceed our supply targets even during
those unprecedented times. We made sure all the required
SOPs were in place because the health of the workers was
my foremost priofity. Thank God, none of our workers
contracted the deadly virus and we were able to continue
our supply throughout the year. I must say that none of this
would have been possible without the support of FCEPL's

management,

Haji Muhammad Riaz
Farmer
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Overview

Company Overview

FrieslandCampina Engro Pakistan Limited is a
Pakistani dairy Company and a subsidiary of the
Dutch multinational corporative Royal
FrieslandCampina. The Company launched as Engro
Foods in 2005 with our first production facility in
Sukkur, Pakistan and the introduction of our
flagship UHT milk brand: Olper's. Following
successful entries in the tea-whitening category
with Tarang in 2007, and the ice-cream market
with Omore in 2009, we entered a strategic
partnership with Royal FrieslandCampina of
Netherlands in 2016.

This partnership allowed us to gain access to
more than 145 years of dairy expertise,
technology, and R&D. It further advanced our
efforts towards the Sustainable Development Goals
we prioritise: environment, gender equality, no
poverty and zero hunger.

With two production facilities in Sukkur and
Sahiwal, a dairy farm in Nara, over 1,300 milk
collection centres and a resource network
encompassing thousands of individuals, our
expansive and robust footprint ensures a
sustainable, efficient supply chain, knowledgeable
farmers and empowered communities.

Dairy farmers are the backbone of FCEPL's supply
chain, and we take great pride in our exemplary
Dairy Development Program. The program is
tailored and designed to ensure inclusive growth
and increased profitability by sharing knowledge
and best practices for dairy farming, providing
training on animal health, housing and barn design,
feed and water, milk hygiene, aflatoxin control, cow
signals, farm economics, calf rearing and the
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environment. We also help facilitate farmer
communities in obtaining subsidised loans as
working capital.

Our innovations draw upon our deep, global dairy
expertise and are tailored specifically for local
preferences and cultural adoption. With this
outlook and our unique position, we are combining
enterprising talent with emerging methodologies to
set the foundation for the next chapter in the
food-safety and nourishment story in Pakistan.

Our Purpose

The pursuit of a healthy and nourished Pakistan is a
core driving force for our success. It is our promise
to make the qgrass greener for the cows, yields
higher for the farmers, growth stronger for the milk
industry and a glass of milk full of natural goodness
for every Pakistani.

Simply put, our purpose is to transform the health
and well-being of Pakistanis now and for
generations to come, by nourishing them through
unlocking the gqoodness of milk from grass to glass,
as well as by enhancing the livelihood of farmers.
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FrieslandCampina
Engro Pakistan Limited
Notice of the Meeting

NOTICE IS HEREBY GIVEN that the Sixteenth Annual General Meeting of FrieslandCampina Engro Pakistan
Limited will be held on Tuesday 20th April, 2027at 03:00 p.m. via Zoom Cloud Meetings, for transacting
the following business:

A) ORDINARY BUSINESS
(1) To receive and consider the Audited Accounts for the year ended 31st December, 2020 and the
Directors' and Auditors' Reports thereon.

(2)  To appoint Auditors and fix their remuneration.

(3)  Toelect 7 directors in accordance with the Companies Act, 2017. The retiring Directors are Messrs.
Abdul Samad Dawood, Ali Ahmed Khan, Roeland Francois van Neerbos, Eduardus Lambertus Holtzer,
Petra Attje Zinkwegq, Abrar Hasan and Zouhair Abdul Khalig.

(1) The Directors of the Company have fixed, under sub section (1) of Section 159 of the Companies
Act, 2017, the number of elected directors of the Company at 7.

(2)  Participation in the AGM proceeding via Video Conference:

Due to the ongoing pandemic (COVID-19) situation, shareholders are requested to attend the AGM
virtually through Zoom Cloud link facility managed by the Company as per the instructions
mentioned below.

Shareholders interested to participate in the meeting are requested to email their Name, Folio
Number, Cell Number, and Number of Shares held in their name with subject "Registration for
FrieslandCampina Engro Pakistan Limited Annual General Meeting" along with valid copy of both
sides of Computerized National Identity Card (CNIC) at Shareholders.pk @ friestandcampina.com.
Zoom Cloud link and login credentials will be shared with only those members whose emails,
containing all the required particulars, are received at least 48 hours before the time of AGM.

Shareholders can also provide their comments and questions for the agenda items of the AGM at
the email address Shareholders.pk @ frieslandcampina.com

(3)  The Share Transfer Books of the Company will be closed from Tuesday 13th April, 2021 to Tuesday
20t April, 2021 (both days inclusive). Transfers received in order at the office of our Registrar, M/5s.
FAMCO ASSOCIATES (PVT.) LTD, 8-F, Near Hotel Faran, Nursery, Block 6, PECHS, Shahra-e-Faisal,
Karachi PABX Nos. (92-21) 34380101-5 and email info.shares@ famco.com.pk by the close
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(4)

of business (5:00 p.m.) on Monday 12 t April, 2021 will be treated as being in time for the purposes
of payment of final dividend to the transferees and to attend and vote at the meeting.

A member entitled to attend and vote at this Meeting shall be entitled to appoint another person,
as his/her proxy to attend, speak and vote instead of him/her, and a proxy so appointed shall have
such rights, as respects attending, speaking and voting at the Meeting as are available to a member.
Proxies, in order to be effective, must be received by the Company not less than 48 hours before
the Meeting. A proxy need not be a member of the Company.

SUBMISSION OF THE CNIC/NTN DETAILS (MANDATORY) FOR SHAREHOLDERS / JOINT HOLDERS

Pursuant to the directives of the Securities and Exchange Commission of Pakistan CNIC number of
individuals is mandatorily required to be mentioned on dividend warrants and pursuant to the
provisions of Finance Act 2017, the rates of deduction of income tax under Section 150 of the
Income Tax Ordinance 2001 from dividend payment have been revised as: for filers of Income Tax
return 15%; and for non-filer of Income Tax return 20%. In case of joint account, each holder is to
be treated individually as either a filer or non-filer and tax will be deducted on the basis of
shareholding of each joint holder as may be notified by the shareholder, in writing as follows, to our
Share Regqistrar, or if no notification, each joint holder shall be assumed to have an equal number of
shares.

Company Folio/CDS Total Principal Shareholder  Joint Shareholder(s)
Name Account No. Shares

Name & CNIC No. Name & CNIC No.
Shareholding Proportion = Shareholding Proportion
(No. of Shares) (No. of Shares)

The CNIC number/NTN details is now mandatory and is required for checking the tax status as per
the Active Taxpayers List (ATL) issued by Federal Board of Revenue (FBR) from time to time.

Individuals including all joint holders holding physical share certificates are therefore requested to
submit a copy of their valid CNIC to the Company or its Share Registrar if not already provided. For
shareholders other than individuals, the checking will be done by matching the NTN number,
therefore the corporate shareholders having CDC accounts are requested in their own interest to
provide a copy of NTN certificate to check their names in the ATL before the book closure date to
their respective participants/CDC, whereas corporate shareholders holding physical share certificates
should send a copy of their NTN certificate to the Company or its Share Registrar. The Shareholders
while sending CNIC or NTN certificates, as the case may be, must quote their respective folio
numbers.

In case of non-receipt of the copy of a valid CNIC, the Company would be constrained under
Section 243(3) of the Companies Act, 2017 to withhold the dividend warrants of such
shareholders.

Further, all the shareholders are advised to immediately check their status on ATL and may, if
required, take necessary action for inclusion of their name in the ATL. The Company as per the new
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Law, shall apply 20.00% rate of withholding tax if the shareholder's name, with relevant details,
does not appear on the ATL, available on the FBR website on the first day of book closure and N Otes
deposit the same in the Government Treasury as this has to be done within the prescribed time.
Video Link Facility for Attending the Meeting due to the prevailing COVID-19 pandemic, the Securities and

(7)  Withholding tax exemption from the dividend income, shall only be allowed if copy of valid tax Exchange Commission of Pakistan has allowed companies to hold general meetings virtually via video link.
exemption certificate is made available to M/s. FAMCO Associates (Pvt.) Ltd., by the first day of Members are advised to register for attending, participating in, and voting at the Extraordinary General
book closure. Meeting via video link, not later than 48 hours before the Meeting, by providing the following information

at Shareholders.pk @ frieslandcampina.com. If the information is couriered, it should reach the Company's
(8)  In accordance with the provisions of Section 242 of the Companies Act, 2017 and Circular No. registered office no later than Friday, 16™ April, 2021.
18/2017, a listed company, is required to pay cash dividend to the shareholders ONLY through
electronic mode directly into the bank account designated by the entitled shareholders. In
compliance vv.|th the said Faw, in or.der to relce|ve you.r future dividends directly in your Bank account, Full Name CNIC Number Folio / CDC Account Number  Email Address Cell Number
you are required to provide the information mentioned on the Form placed on the Company's
website https://frieslandcampina.com.pk and send the same to your brokers/the Central Depository
Company Ltd. if the shares are held in the electronic form or to the Company's Shares Reqistrar if

the shares are held in paper certificate form.

(9) Pursuant to SECP Circular No. 10 of 2014 dated 215t May, 2014, if the Company receives consent
from members holding in aggregate 10% or more shareholding residing in a geographical location to
participate in the meeting through video conference at least 7 days prior to the date of Annual
General Meeting, the Company will arrange video conference facility in that city subject to By order of the Board
availability of such facility in that city. To avail this facility please provide the following information to
the Share Registrar Office of the Company i.e. Messrs. FAMCO ASSOCIATES (PRIVATE) LIMITED, Karachi MU‘“E((‘:%F‘G*/
8-F, Near Hotel Faran, Nursery, Block 6, PECHS, Shahrah-e-Faisal, Karachi PABX Nos. (+9221) February 08, 2021, .
34380101-5 and email info.shares @ famco.com.pk Muneeza Iftikar

Company Secretary
I/We, of being a member of FrieslandCampina Engro Pakistan Limited holder of Ordinary Share(s) as per

Register Folio No. hereby opt for video conference facility at (Please insert name of the City)

Signature of Member

(10)  E-Voting
Members can exercise their right to demand a poll subject to meeting requirements of Sections 143-145 of
Companies Act, 2017 and applicable clauses of Companies (Postal Ballot) Regulations 2018.
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Chairman's
Messaqe

Dear shareholders,

It is my humble privilege to present to you the
Annual Report for FrieslandCampina Engro Pakistan
Limited on behalf of the board of directors, for the
year ended 315t December, 2020.

2020 has been a year of unprecedented events
that many of us never imagined possible. Through
this difficult time, my thoughts and prayers are
with every person connected to FrieslandCampina
Engro Pakistan Limited particularly those who have
suffered the irreparable loss of loved ones. I would
like to emphasize that our people remain the
foremost consideration for the organization during
this difficult period, and that we will strive to make
this time easier for everyone.

The intensity of this pandemic has been amplified
by its timing, having struck us on the back of a
major transitionary period for the Company. Over
the past 3 years, FCEPL has been evolving to
integrated global systems, processes and protocols,
while stabilizing itself against macroeconomic,
requlatory and political uncertainty. Given these
like to thank
everyone in the organization for the patience and

trials and tribulations, I would
resilience they have demonstrated while building
the foundation for FCEPL. The manner in which we
have re-organized ourselves has enabled us to
continue on in our mission of nourishing Pakistan,
and I have faith that the leadership team will keep
that as the foremost priority in times to come.

The mission of nourishing Pakistan has been a
recognition of our responsibility, beyond just being
a strateqic opportunity for the orqanization. Over
the past decade of operations, we have
accumulated a vast repository of insights and

knowledge around the perils of consuming loose
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milk. Yet, it accounts for more than 92% of total
Adulteration  with
chemicals and a lack of hygiene in handling result

dairy  consumption. toxic
in serious dangers for consumers who continue to
believe it to be the purest form of milk available.
Conversion to packaged dairy, therefore, is a
primary lever in our mission to provide the best
form of nourishment to Pakistanis. The efforts
of FCEPL in this reqard over the past year have
been well-quided. Building robust relationships
within  the Pakistan

Pakistan Medical Association have led to these

Dairy  Association and

groups acknowledging their role and participating in
that have led to a
wider acceptance of safe packaged milk. These are

awareness campaigns
the kind of initiatives we need to reinforce in
coming years.

Our efforts toward innovation have also been
quided by the conversion opportunity. We have a
portfolio of brands that have gained market share in
2020 despite lockdowns and restrained availability.
At the same time, there is an organizational
consciousness that real gqains will come from
creating avenues for innovation that drive
conversion, and so projects in this stream are
and  brand

knowledge, combined with affordable packaging

qaining  momentum. Our dairy
and route-to-market solutions will pave the way
for conversion of the 23-billion-liter loose milk
market, and I have confidence in our efforts to
execute on that front.

Our responsibility towards nourishing Pakistan has
further
Development Programs,

been demonstrated in our Dairy
through which the
company works with farmers to increase the
quantity and quality of their yield. The average
yield for Pakistani cows hovers around 4 liters

daily per animal, compared to a qlobal average of




at least 25 liters daily per animal. The scope for
yield improvement is immense and so in 2020
alone, FCEPL trained more than 34,000 farmers in
animal health, nutrition, and farm management.
The company has also partnered with the Bank of
Punjab to deliver accessible financing to dairy
farmers, enabling orqganized financial inclusion and
improvement of farming practices through the
program's working capital finance facility. Enabling
better farmer outputs is a key mandate for FCEPL
considering that raw milk availability has proved to
be a major challenge in recent years. Improving
farmer vyields will, therefore, increase raw milk
availability while benefitting farmers through higher
incomes and standards of living.

Higher dairy outputs will also improve economic
contributions and performance for the sector. The
export capability of dairy, in particular, will support
nation-building immensely but in order to drive
that, there needs to be a levelling of the playing
field between the formal and informal dairy
sectors. The formal sector is subject to higher costs
which drives further informalization. FCEPL has
been reqularly engaging with requlatory bodies,
qgovernment officials and the Pakistan Dairy
Association to campaign for tax and requlatory
reform that would even out costs between the
formal and informal segments. These efforts are
extremely important from a WIN-WIN mindset;
they will allow the government to increase tax
collection, enable human capital development by
improving the quality of milk available and most
importantly, place dairy farmers as the primary
beneficiaries of an export opportunity through
investments and increases in their outputs. We are
grateful to the government and requlatory bodies
for collaborating with us on these initiatives and
look forward to increased cooperation as we move
forward, truly allowing Pakistan's potential to
unlock as a leading dairy nation.

Our progress as an orqanization thus far has been
facilitated through good qovernance that focuses
on purpose and values. I am grateful to our board
of directors who drive an unwavering focus on our
core beliefs, steering the company towards stability
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and sustainable growth. We will continue to rely on
their experience and leadership to chalk out a
strateqic direction that allows FCEPL to solve
Pakistan's nutrition challenge by developing our
human, social and organizational capital.
FrieslandCampina has also globally reinforced its
commitment to sustainable operations by
embarking on a strateqy called "Nourishing a Better
Planet." This will enable us to accelerate our efforts
toward bettering nutrition, biodiversity, carbon
footprint and packaqing, as part of our collective
corporate responsibility.

I would like to sincerely thank our employees,
consumers, requlators and the gqovernment for
enabling FCEPL to continue on its journey of
solving the nutritional challenge of Pakistan. I
would also like to thank the shareholders for the
confidence and trust they have placed in this
orqanization; their continued support, especially
through adverse conditions, is held in the highest
reqard and has driven the company to turn things
around. We have achieved considerable success in
the past year despite operating in the middle of a
pandemic and are primed for an even better year
ahead. I wish everyone the very best of health,
prosperity and contentment in the new year as we
move ahead in our mission to nourish Pakistan, now
and for generations to come.

AL

Abdul Samad Dawood
Chairman

Message
from the CEO

2020 was an unusual year for a myriad of reasons;
one which we will likely look back upon as a harbinger
of significant change. It tested our commitment to
our purpose of providing nutrition and supporting
livelihood for farmers and challenged our assumptive
ways of working - we emerded stronger and remain
more resolute to achieving our purpose than ever
before.

As the pandemic swept across the globe, we
worked around-the-clock to ensure our customers
had continued access to safe and healthy nutrition
during a time of crisis. To ensure business
continuity, we focused on the safety and
well-being of our teams, as they are the custodians
and quardians of our business.

In addition to personal protection equipment,
updated processes, safety protocols, support
networks, awareness workshops, and training
sessions, we increased the mediums and frequency
of communication as we seamlessly transitioned to
remote work.

By leveraqing collaborative technology and with a
renewed focus on e-commerce, we have come
away with a few noteworthy accomplishments
during a difficult time:

e Our flagship brand Olper's grew by double
digits, while maintaining its leadership position
with a 43.2% market share in the UHT
category - a qain of 60 bps vs last year

e In 2020, Olper's also became the No. 1 equity
brand in dairy, with a 3.9 Brand Equity Index

e QOur thematic campaign under the 'Celebrate
Happy Mornings' theme continued to be on air,
further strengthening the brand's equity and
driving  conversion from loose milk. This
campaign significantly improved the brand

saliency and imagery scores leading to a
substantial growth in household usership and
market leadership in the UHT Milk category

We also upscaled the campaign to drive the
positive perception of Packaged Milk in
collaboration with Pakistan Dairy Association
and Pakistan Medical Association

Olper's Flavoured Milk, enriched with calcium
and vitamins A and D, was launched in two
delicious flavours (chocolate and strawberry)
and a convenient single serve pack of 180ml.
This fortified proposition sets it apart from other
players in the market

Olper's Cream continued to qrow faster than the
cateqory in 2020 and launched a new 125ml
SKU, qaining 2% market share on an FY basis

Tarang extended its tea-creaming range by
introducing a powder tea whitener. The launch
was supported by a new campaign, “"Chai to ab
sirf creamy mazay wali chalay gi", driving the
messaqge of how Tarang tea whitening powder
makes a great tasting creamy cup of tea that
uplifts everyone's mood

Despite volume loss due to effects of the
pandemic, Omore grew its share by 100 BPS in
the frozen dessert cateqory through improved
reach & focused communication

Omore also successfully launched 8 new
innovations across different formats, including
two Omoji shape-based innovations, two
Choc-bars in coffee and orange, two tangy
berry lollies (Raspberry and Blueberry pop) and
the beloved Cookie Mania flavour in two
distinct family pack SKUs!
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e The #GharMeinChuppiKhushiyan digital campaign
emphasised on reminding people to celebrate the
small but wonderous discoveries we make when
we have the chance to spend time with our loved
ones at home even as the world experiences fear
and uncertainty

e To remain agile and accessible, availability was
ensured on various digital retail platforms,
including the popular PandaMart

Our future, in FCEPL, is
dependent more on
innovation than ever
before, and 2021 should
be the year to prove this.

As a business, 2020 was
a bittersweet year -
missed opportunities but
a consolidation of our
processes, and an
affirmation of the efforts
we have put in the last
three years, building a
talented orqanization,
strong brands, and a
performing culture.
Secondly, we learned
once aqain the power of
aqility, flexibility, and
innovation. The future
belongs to the agile and
the innovative - especially
In uncertain times when
the weak are paralyzed.

Our supply chain encompasses 116,000+ farmers
and milk suppliers, a network of over 1,300 milk
collection centres, our plants in Sahiwal and Sukkur,
our Nara Farm, and an extensive distribution
network with a national footprint. Amidst the
uncertainty, we ensured that safety was not
compromised across the board, livelihoods were
not affected, and communication was not
disrupted, no small feat and a testament to the
strength of our teams.

Additionally, through our Dairy Sales team, we
continued to "Nourish Pakistan" by increasing our
reach, re-engineering our operations, enhancing
our sales capability and ensuring connectivity. We
further strengthened the route-to-market by
creating new benchmarks with the highest-ever
direct coverage and infrastructure. We also
explored and grew our coverage in new channels,
capitalized on e-commerce and initiated home
delivery solutions.

We ensured consistency in the learning and
development sphere by introducing several
globally driven initiatives throughout the year,
including ACE and Supply Chain Unlock. We
also utilized in-house expertise to build
capabilities with our Learning Series; a series
of lectures by internal functional experts to
increase skill and knowledge levels, and foster
employee engagement.
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After a rigorous 18-month program, we welcomed -

our 2019 Young Leaders by placing them within Boa rd Of DIrGCtO rs
their respective functions, ready to take on the
responsibility of a full-fledged role. All of this
resulted in an improvement of our Win-Win score

in the global "Over2You" survey from 93 last year, _;\-—
to 94 this year - one of the highest in the RFC
world.

Our farmers are the backbone of our supply chain
and we have always taken great pride in our
industry-leading Dairy Development Program,
which is designed to ensure inclusive growth and
increased profitability through reqular training in
qgood farming practices, as well as financial aid in
capital investment. In 2020 alone we trained
34,000+ farmers in animal health, nutrition, and
farm management.

The world is in the midst of a transformation that
will upend many of the ways we used to live and
work. With an outlook on innovation, fault-tolerant
operations, a multifaceted team and unyielding
resilience, I am confident we will reengineer
circumstances into opportunities, and position our
company to achieve greater heights while
continuing to deliver on our promise of "Nourishing

Pakistan".
Ali Ahmed Khan
Chief Executive Officer
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Directors' Profile

Abdul Samad Dawood
Chairman

Abdul Samad Dawood is the Chairman of
FrieslandCampina Engro Pakistan Limited. He joined
the organization in 2012 as a board director of
(then) Engro Foods Limited and played a leading
role in merging the company into global dairy giant,
Royal FriestandCampina N.V, based on the
convergence of values and goals between the two
organizations, and their combined ability to address
Pakistan's nutritional challenges. Mr. Dawood has
long advocated for the formalization of Pakistan's
dairy sector to improve the quality of milk, which
would enable human capital development of a
young population and allow Pakistan to capitalize
on potentially massive demographic dividends.

Mr. Dawood is also the Vice Chairman of Engro
Corporation Limited which has a major position in
sectors critical to Pakistan's economy and development,
including petrochemicals, energy solutions and
telecommunications. His rich and diverse experience of
management and governance spans 18 years, with a
special interest in mergers and acquisitions. He has led
more than $4 billion worth of M&A deals, including the
Dawood group's acquisition of HUBCO from National
Power International Holdings B.V. in 2012 and the sale
of DH Fertilizers to Fatima Fertilizer Company Limited in
2015. Mr. Dawood is an active director on the board of
Pakistan Business Council, a pan-industry advocacy
group that promotes easing of barriers to enable
Pakistani businesses to compete in regional and global
arenas. He is also a director and trustee of boards across
varied industries including investment holding,
petrochemicals, renewable enerqy, and education, some
of which are Dawood Hercules Corporation Limited,
Engro Fertilizers Limited, Dawood Lawrencepur Limited,
Reon (Pvt.) Limited, and Dawood Industries.

In addition to governance, Mr. Dawood has served
as Chief Executive Officer for Dawood Hercules
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Corporation Limited, and Cyan Limited, and is an
active member of the Young Presidents Organization.

Mr. Dawood is a graduate in Economics from
University College London, UK and a certified
director of corporate governance from the Pakistan
Institute of Corporate Governance.

Ali Ahmed Khan
Chief Executive Officer

Mr. Khan has a rich experience spanning over 25 years in top
management positions with leading FMCGs. He has been
credited with turning around businesses and leading them to
industry leadership. He joined the Company in March 2017.

His prior assignments include leading Personal Care at Iffco in
the UAE and Far East, as well as Reckitt Benckiser (Pakistan)
Limited, as CEO.

He has also been associated with Pakistan Tobacco Company
Limited as Marketing & Sales Director and with Pepsi-Cola
International as Head of Marketing. Mr. Khan has an MBA
from Institute of Business Administration, Karachi.



Roel van Neerbos
President Consumer Dairy, FrieslandCampina

Roel van Neerbos is an Executive Board member of
FrieslandCampina. He is also the President of Consumer
Dairy Global, at FrieslandCampina. An excellent
communicator, with an ability to solve complex
problems, he has held several leadership roles across
the world during an illustrious career spanning over
three decades.

He joined the organization as Chief Operating Officer,
Consumer Products, Europe, the Middle East and the
Africa Business Group in January 2017. His innovative
and enterprising spirit has helped him to reach out to
employees and all those who have been associated
with him.

Up until mid-2016, Roel was Chief Executive Officer of
Maxeda and is known for having developed the new
Maxeda 2020 strateqy. Prior to that, he was President
at Heinz where he devised and implemented a 'Heinz
way' of marketing and training. He has also been on the
Board of Directors of Struik Foods and Spadel.

Roel's sharp thinking skills have helped him to
implement strategic plans for the company. With a
Master's Degree in Business Administration from
Groningen University and a passion for racing ahead,

Roel is a natural when it comes to leading the way.

Zouhair Abdul Khaliq
Partner at ICE Advisory LLP

Zouhair is an international business executive with
experience in board level strateqy, operations, M&A,
startups, turnarounds, telecommunication, mobile
financial services, micro-finance, mobile related services
and real estate.

Zouhair is Managing Partner at ICE Advisory LLP and holds
a portfolio of Advisory and Non-Executive Board
positions. During his career he has worked with Orascom
Telecom Holdings, the GSMA, Gemini Holdings (the
Sawiris Family Office), Motorola UK, the Dhabi Group,
Millicom International, the ICI Group and PWC.

He served as Managing Director, Mobile for Development,
GSM Association working on development of ecosystems
for mobile financial services, off-grid enerqgy and
mHealth. Zouhair as CEO of Mobilink in 2003-2008 led
the growth of the Company from 1 million to 31 million
customers building Mobilink in to a billion dollar company.

He has served on the Boards of mobile operations in
Algeria, Tunisia, Eqypt, Pakistan, Bangladesh and Jordan
and on the Boards of the public sector at the Islamabad
Stock Exchange, the ICT R&D Fund and as Senior Advisor
to the Better Than Cash Alliance and United Nations
Capital Development Fund.

He has recently served as a Non-Executive Director on
the Board of (Du Telecom) Emirates Integrated Telecom
Investment Holdings Limited, Senior Advisor at Voltaire
Capital in the UK, and the Advisory Board of Ding Ireland,
a mobile top-up company. He is currently on the Advisory
Board of Field Force LLC USA, a software analytics
company. He is a member of the Board of Regents of
Harris Manchester College, Oxford University in the UK, a
member of the Institute of Chartered Accountants in
England and Wales and an alumni of INSEAD, France.




Petra Attje Zinkwegq
Business Group HR Director Consumer Dairy,

FrieslandCampina

Currently the Director Commercial Transformation of
FrieslandCampina N.V., Ms. Zinkweq has held a variety
of management positions at both FrieslandCampina and
Unilever. With extensive experience in Marketing and
Human Resource, Ms. Zinkweq is an incomparable
resource for us and has been working towards
introducing the industry's best practices into the
Company. She hails from the Free University of
Amsterdam, through which she has done Master's in
Sports Science. She joined the Board of
FrieslandCampina Engro Pakistan Limited in 2018.

Eduardus Lambertus Holtzer
Finance Director Consumer Dairy,

FrieslandCampina

Eduardus Lambertus Holtzer is Finance Director of
FrieslandCampina Consumer Dairy and has been working for
FrieslandCampina since 2012. Prior to that, he held several
leadership positions at Unilever, a.o. Vice President Finance at
Unilever Spain and Director M&A at Unilever Corporate Center
in the UK.

He holds a Master of Business Economics from the University
of Brabant, from The Netherlands and a Postgraduate degree
in Controlling/Management Accounting at VU University of
Amsterdam, Netherlands. He joined the Board of the
Company in 2018.




Abrar Hasan
CEO National Foods Limited

Abrar Hasan is the Chief Executive Officer of National
Foods Limited (NFL), the leading multi-category food
company in Pakistan. He has actively pursued new
market opportunities and delivered successful strategies
by focusing on continuous innovation, highest standards
of quality and superior consumer value.

Being a staunch supporter of Corporate Social
Responsibility he also initiated the Adult Literacy
Programme in collaboration with The Citizens
Foundation (TCF), which aims to equip rural women
with basic literacy skills. In 2007, he spearheaded the
development of a sustainability strateqy of the
company, which is today quiding all business functions
across the board.

He has received numerous accolades, including
Marketing Excellence Award 2008 from the Marketing
Association of Pakistan (MAP) and the Best Workplace
Award 2015.

He is member of the Board of Directors of various
strateqic forums like the Associated Textile Consultants,
Cherat Packaging Limited, Pakistan Business Council,
and the Health Foundation. Mr. Hasan is a graduate of
the Krannert School of Management at the Purdue

University in Indiana, USA.
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On behalf of the Board of Directors of
FrieslandCampina Engro Pakistan Limited (a majority
owned subsidiary of FrieslandCampina Pakistan
Holdings B.V.), we are pleased to submit the report
and the condensed financial information of the
Company for the year ended 31 December, 2020.

Business Overview

The business continued its strong growth trajectory
recording a 9th consecutive quarter of robust
topline growth. During the year, the Company
has reported a revenue of Rs. 44.2 billion,
reqgistering a 14 % growth versus last year, despite
COVID-109 related lockdowns and closure of retail
& leisure outlets.

The overall cost environment remained challenging,
with high increases in the commodity costs in
last 12 months due to record food inflation and
devaluation of Pakistan Rupee. The Company,
however, took multiple business initiatives, including
cost optimization and mix management to offset
these impacts. As a result, gross margins improved
by 80 bps versus the same period last year. The
Company also continued to drive efficiencies in
distribution and administrative expenses through
multiple savings initiatives. Consequently, the
Company reqistered a profit after tax of Rs. 177
million versus a loss of Rs. 955 million in the same
period last year.
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Revenue in 2020
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Dairy and Beverages Segment

The Dairy and Beverages segment reported a
revenue of Rs. 40.5 billion, registering a 17%
growth vs last year. The growth for the segment
comes on the back of strong momentum by both its
core brands, i.e. Olpers and Tarang, which continue
to win in the marketplace through strong brand and
trade investments and have consolidated market
share leadership in their respective cateqories. To
augment growth, the business continued expansion
of retail footprint by more than 11,000 outlets
during the year. Additionally, the segment explored
newer channels and routes to market to serve
the consumers effectively and minimize business
disruptions during the COVID-19 lockdowns.
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Revenue in 2020

recorded by dairy and
beverages segment

The segment also enhanced its portfolio by
launching Olper's Flavoured Milk (fortified with
added vitamins and minerals) and Tarang Tea
Whitening Powder (at an affordable Rs. 10 price
point) in the first half of the year. Other recent
launches like Olper's full cream milk powder
(FCMP), Olper's Creams, Olper's Pro Cal+ and
Taranq Elaichi have gained a healthy market
share in a short span of time despite strong
competition from established players. The Company
will continue to leverage FrieslandCampina's global
expertise to introduce new products and innovations
as a key driver of future business growth.

Ice Cream and Frozen

Desserts Segment

The Ice cream and Frozen Dessert segment reported
a revenue of Rs. 3.6 billion versus a revenue of Rs.
3.9 billion in the same period last year. The segment
was impacted by the closure of retail and leisure
spots due to COVID-19, which coincided with the
Ice Cream summer season. However, the business
focused on creating excitement by introducing 8
new innovations, investing in brand building through
the "summer blockbuster" campaign, and expansion
of the trade universe by inducting more assets in
the market. All these initiatives paid stronq dividends
when the lockdowns were eased and the segment
subsequently witnessed improvement in sales.

sUMMER
BLOCKBUSTERS

O B FREEZENS NEAR YO

Sustainability at FrieslandCampina
Engro Pakistan Limited

Our Purpose

The pursuit of a healthy and nourished Pakistan
is a core driving force for our success. It is our
promise to make the grass greener for the cows,
yields higher for the farmers, growth stronger for
the milk industry, and a glass of milk full of natural
qoodness for every Pakistani.

The Company's purpose is to transform the
health and well-being of Pakistanis now and for
generations to come, by nourishing them through
unlocking the goodness of milk from grass to glass,

as well as by enhancing the livelihood of farmers.
Being purpose-driven is not only at the heart of
everything that we do it is a core value that defines
us and quides us.

Staying true to this, the Company remains
committed to the highest standards of food safety
and hygiene, sustainability goals, and providing
safe, affordable, and nourishing dairy products to
millions of Pakistanis who rely on us every day.

Social Investments

The Company invests in, and partners with
the communities it operates in. Growth is truly
sustainable when it is omnipresent and beneficial for
all stakeholders. From education and empowerment
initiatives, to infrastructure development and
capacity building, the Company's initiatives are
designed for impact and longevity.

School Adoption & Health Center

In 2011 the Company initiated a school adoption
program to provide education to children from
the surrounding communities near its production
facilities. Since then the Company has continued to
support six schools (two in Nara, Sindh and four near
the plant in Sahiwal), as well as a healthcare center
near Sukkur plant, through financial and operational
support of the Engro Foundation. In 2020, the
Company contributed PKR 20 million towards
the schools and clinic under social investment

commitments.
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Our employees continue to conduct periodic
community engagement sessions at the schools
on the importance of environment, safe nutrition,
cleanliness, and health.

Dairy Development Program

The Company's growing network now extends to
1,300+ milk collection centers which provide a
sustainable livelihood to 116,000 farmers and
milk suppliers across Pakistan. Dairy farmers are
the backbone of the Company's supply chain and
the Company takes great pride in industry-leading
Dairy Development Program, which is designed to

ensure inclusive growth and increased profitability.

Under the Dairy Development Program (DDP) the
Company works with farmers to grow their farms
and increase the quantity and quality of their yield.
This takes place through reqular training in good
farming practices, as well as through financial aid
in capital investment. Through numerous DDP
initiatives, we directly contribute to the growth of
the dairy and livestock sector in Pakistan, which is
approximately 11.7% of AGDP (Aqqregate Gross
Domestic Product) and accounts for 60.6% share

in the agriculture sector.

In 2020 the company trained 34,000+ farmers in
animal health, nutrition, and farm management.
Additionally, to help overcome the scarcity of
fodder at farms affiliated with the Company, our
teams assisted farmers in silage making and bales
of 205K tons worth Rs. 1,435 million. We also
supported 425+ farmers with the construction &
improvement of sheds, and with the provision of
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farm machinery at subsidized rates. Through the
financial inclusion program, the Company also paid
short-term advances of PKR 662 million to our
farmers to purchase cows.

Furthermore, to augment the efforts of the Dairy
Sector, the Company collaborated with the Bank
of Punjab to extend accessible financing to dairy
farmers, through their branches all over the country.
Under this project, farmers will be able to avail
finance facilities for their dairy business on favorable
terms with the lowest markup rates from the Bank
of Punjab.

Enhancing Women's Income

through Dairy Interventions [EWID]

The Company remains committed to driving

social progress through programs which improve

the livelihood, and support capacity-building

for women. The EWID project is co-funded by

Department of Foreign Affair & Trade - Government

of Australia. Through this initiative, since 2019

the Company has aimed to educate and train

female farmers. Additionally, it helps women to

qain employment as Female Livestock Extension

Workers. As of November 2020:

e 1,452 women farmers have received Basic
Livestock Training

e 52 women have been trained as Livestock
Extension Workers

e 17 women have been trained as Village Milk
Collection Agents

e 500 male farmers have also received gender
sensitization training, in an effort to change
societal norms and impact the culture of their

environment.

Women Training in Livestock
Management [WTLM]

The WTLM project is a collaboration with the
Punjab Skills Development Fund aimed at training
and capacity building of 1,500 female farmers
on basic livestock farming for optimum milk
production. Selected female farmers participated
in a 45-day demonstrative training course
designed by the Company on disease control,
fodder preservation and breed improvement. This
resulted in a 20% increase in animal productivity
and additional income generation for women in
rural areas.

Health, Safety and Environment

The Company strongly believes in maintaining
the highest standards in Health, Safety and
Environment (HSE) to ensure the well-being of the
people who work with it as well as the surrounding
communities, where it operates.

Ensuring Employee Safety at

the Workplace

The Company's employees and contractors are
expected to conform to its HSE management
systems and processes which have been designed
keeping in view international standards and best
practices. Over the years, the Company has
embarked on ambitious plans to achieve
Occupational Safety and Health Administration
(OSHA USA) compliance through DuPont
Alignment and has been successfulin its endeavors.

A workplace safety program has been implemented,
that actively seeks to reduce the potential risk of
injuries within the workplace by conducting safety
qap analysis. Since DuPont Safety Management is
essentially a people-focused tool, the Company has
also invested heavily in employee engagement by
conducting trainings that spanned over the year, with
a cumulative total of 6400+ training hours. To
reaffirm its commitment to safety of its employees
and draw maximum buy-in, the Company hosted a
series of engagement events including Safety Weeks
& Safety Champions of the Month.

Alignment with FrieslandCampina Global HSE
Management System 'FOQUS SHE' was carried
out and the Company became the first
Operational Company in the FrieslandCampina
world that achieved "Satisfactory” results in its
first assessment. To further increase awareness of
employees on serious injuries & threatening risks at
workplaces, 'Life Saving Rules' have been the
focal point for making the workplaces and
operations even safer. To make its factories
complaint on ATEX (EU Directives for controlling
explosive atmospheres) gap assessment of
‘Powder Dust Explosion Hazard' was carried out
along with action plan. Chemical & Machine
Safety Assessment are few areas where the
Company has demonstrated its commitment to

add more value.

Safety and well-being of our employees and
business partners remains the No. 1 priority of the
Company.
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As the COVID-19 pandemic unfolded at start
of the year, foremost challenge was to ensure
smooth and continuous operations which the
Company accomplished by adopting measures
like Ring Fencing & Social Distancing built upon
platforms of personal hygiene and contact tracing.
During the year several proactive measures were
implemented, including general and targeted safety
communication campaigns across the organization,
implementation of standard operational procedures,

and provision of safety equipment for all field staff.

Strict protocols were established at both
manufacturing sites and field offices where
all Company and third-party personnel were
required to undergo medical screening prior to
entering the sites. A COVID-19 specific safety
communication campaign ‘Aqahi' was also initiated
at all Company locations and continues to-date.
The campaign includes daily awareness sessions
to ensure employees remain informed about the
SOPs and best practices, both on and off-site.
This helped attain 30,000+ training man hours
around COIVD-19 protocols, as well as approach
15,000+ people directly through employees
and 50,000+ people indirectly increasing their
awareness about this pandemic and its prevention.

The Company also initiated support programs
for its employees and partners, including a
medical helpdesk, increased OPD packages, and
the availability of home support equipment like
oxy-meters and oxygen tanks in case of emergency.
The Company also continued to support farmer
livelihoods and ran awareness workshops to
educate its farmer community about COVID-19.
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As a result of its efforts and focus on stringent and
best in class HSE quidelines, the Total Recordable
Injury Rate (TRIR) has declined significantly
over the last six years. During the year, the TRIR
of the Company's employees and contractors
was recorded at 0.0Twith over 14 million
manhours clocked-in by employees and visitors.

Ensuring Responsible

Environmental Practices

The Company recognizes the need to protect and
preserve the planet by going the extra mile to
minimize the environmental impact of its business
operations and prevent unnecessary wastage of
natural resources. The Company's business strategies
are also fully aligned with this vision. In an on-gqoing
effort to preserve the natural habitat, the Company
has invested in installation of solar geysers at
its Area Offices as well as encouraged its supply
chain partners working as Milk Collection Centers
(MCCs) to shift to solar powered energy, thereby
minimizing the carbon footprint of the MCCs.

As part of its ongoing efforts to reduce greenhouse
gas (GHG) emissions, the Company is actively
promoting the use of Non-CFC products at all its
manufacturing units. The Company is procuring
eco-friendly air conditioners with refrigerant qases
that are not harmful for the ozone layer. The
Company is committed to making concerted efforts
to protect and preserve the planet for future
generations, whilst exercising effective controls to
minimize potential environmental hazards. This is
reflected in its endeavors to achieve 1SO 14001
certifications forits plants in Sukkur and Sahiwal, and
Dairy Farm in Nara. Furthermore, 20 area offices of
Milk Procurement & Agri Services are ISO 14001
certified. There is also a structured program in place
to reduce water consumption on a year on year basis.

The Company's Head Office, along with the
Administration Offices of its Sahiwal Plant,
Sukkur Plant and Nara Dairy Farm are certified
as 'Green Offices' under the Green Office Project
by WWF-Pakistan. The pilot project for paper

reduction taken up by the Head Office in
Karachi resulted in paper reduction of 40%.
Throughout the year, various sessions were
carried out, including Earth Day and Earth Hour
celebration, in order to promote awareness of
environmental issues amongst the employees.

The Company has made significant investments
at its production facilities to reduce the water
consumption. In the last couple of years, the
Company has invested to the tune of Rs. 115
million in Water Conservation projects. In 2019,
water consumption was reduced by 19% from
4.47 m3/lit in year 2018 to 3.61 m?3/lit which
was maintained in 2020 despite extremely
challenging operating conditions due to COVID-19.

In 2020, the Company has converted equipment,
excluding milk chiller, on Solar Power at 35 MCC
which will save around 7 Kg of CO2/MCC/Day.
Further, a pilot project too was carried out to convert
loading pump to direct current and installation of
solar cells on milk tankers. The Company expect to
increase the total number of milk tankers with solar
cells to 40 and generate a saving of around 3 Kq of
CO2/Tanker/Running Day. The Company also helped
few dairy farmers to set up solar powered solutions.

Our Human Resource

At FrieslandCampina Enqgro Pakistan Limited,
employees' safety and well-being is reqarded as the
topmost priority. Since the year 2020 was marked
by the COVID-19 pandemic; it called for many
unprecedented initiatives and actions. In order to
keep the workforce connected to the organization
despite agile working; several diqital initiatives were
launched to continue the momentum on employee
engagement and skill development. These initiatives
included the Learning Series, Wellness sessions,
daily Newsletters, online celebrations and many
more virtual connects. The Leadership team was
also committed to stay connected during the
challenging times to ensure that the employees
never lose their morale. Virtual townhalls and
coffee sessions allowed the teams to interact
with the Leadership team, which helped them

stay connected to the company's purpose and
objectives. These interventions were taken with the
aim to enhance the well-being of the employees,
so they could continue to perform at their best.

Training and Succession Planning

The talent ambition of the Company is "when you
qgrow we grow" hence we believe in continuous
learning and that everyone comes with their
own strengths and opportunities to grow. During
2020, the Human Resources team consciously
worked on personalized capability plans for each
division to develop people for future roles and
to build a strong succession plan for leadership
roles. During the year, several globally driven
initiatives were introduced, namely ACE and Supply
Chain Unlock, and locally implemented soft skills
trainings program like Skill Up 2020 to build the
technical and behavior capability in the organization.

Recruitment & Culture

The success of the company comes from the effort
of its employees especially at the unprecedented
times. It seeks to attract the best talent from the
market through its rigorous talent acquisition process
and ensures that it retains this talent through a great
culture that nourishes and enables the workforce.

The Company celebrates the uniqueness of its
employees and values their diversity. The Company
fosters a belief in creating an environment where
everyone can bring their best and whole selves to
work in order to drive a better and more sustainable
business performance. In this endeavor several
initiatives were undertaken to stay strong on its
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journey of Diversity and Inclusion. One of the
initiatives was the introduction of Lean In Circles
whereby women from across the organization
were brought toqether and provided a platform
to connect with each other and voice out their
feelings. Moreover, the organization consciously
embedded diversity based KPIs in its recruitment
process to attract talent from diverse backgrounds.
This was done with an aim to enable a culture
that is more inclusive, promotes gender equality,
appreciates and encourages contributions of
the employees without any biases towards their
age, gender, race, orientation or background.

The Young Leaders program that was launched in
July 2019 inducted fresh graduates from diverse
backgrounds into the Company with the aim to build
future leaders and strengthen the talent pipeline of
the organization. These youngq individuals were given
the opportunity to interact and learn from various
functions to develop their business acumen. After
the rigorous program of 18 months, these resources
are now ready to take on the responsibility of a
full-fledged role in their respective functional areas.

Accounting Standards

The accounting policies of the Company reflect the
requirements of the Companies Act 2017, (the Act)
and such approved International Financial Reporting
Standards as have been notified under this Act as
well as through the directives issued by the Securities
and Exchange Commission of Pakistan (SECP).

Employee Share Option Scheme

The Company operates a Share Option
Scheme. The detail of such scheme is
explained in Note 19 of the accounts.
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Earnings Per Share

The earnings per share of the Company for
the year ended 371t December, 2020 has
been disclosed in Note 35 of the accounts

Pension, Gratuity and Provident Fund
The employees of the Company participate in
Retirement Funds maintained by Engro Corporation
Limited. The Company contributes to plans that
provide post-employment and retirement benefits
for its employees. These include Defined Contribution
Provident plan, Defined Contribution Gratuity plan
and Defined Benefit Gratuity plan. The value of
investments of the Defined Benefit Gratuity scheme as
at latest audited financial statement date is as follows:

DB Gratuity Fund

Rs. in million
30-Jun-20

Net assets as per audited
financial statements 510

Breakup of Net Assets

1 Reqular Income Certificates 178
2 Defence Saving Certificates 28
3 Pakistan Investment Bonds 188
4 Shares 103
5 Bank Deposits 10
6 Receivables 12
7 Payables 9)
Total 510

The above mentioned plan is a funded scheme
recognized by the tax authorities. The latest actuarial
valuation of gratuity scheme was carried out at
31t December, 2020 and the financial statements
of these have been audited up to 30" June, 2020.

Auditors

The present auditors, M/s. A.F. Ferquson & Co. retired and offered themselves for re-appointment as
the statutory auditors of the Company. The Board of Directors of the Company have endorsed the
recommendation of the Board Audit Committee for the reappointment of M/s. A.F. Ferguson & Co.

Pattern of Shareholding
Major shareholders of the Company are FrieslandCampina Pakistan Holdings B.V. (51%) and
Engro Corporation Limited (40%). Other Shareholders are local institutions and the general public.

A statement of the general pattern of shareholding along with pattern of shareholding of certain classes of
shareholders whose disclosure is required under the reporting framework and the statement of purchase and
sale of shares by Directors, Executives and their spouses including minor children during 2020, is shown later.

Internal Control Framework

Responsibility

The Board is ultimately responsible for the Company's system of internal control and for reviewing its
effectiveness. However, such a system is designed to manage, rather than eliminate the risk of failure to achieve
business objectives, and can only provide reasonable but not absolute assurance against material misstatement
or loss. The Board, whilst maintaining its overall responsibility for managing risk within the Company, has
delegated the detailed design and operation of the system of internal controls to the Chief Executive.

Framework

The Company maintains an established control framework comprising clear structures, authority
limits and accountabilities, well understood policies and procedures for review processes. The Board
establishes corporate strateqy and the Company's business objectives. Divisional management
integrates these objectives into divisional business strategies with supporting financial objectives.

Review

The Board meets quarterly to consider the Company's financial performance, financial and operating
budgets and forecasts, business growth and development plans, capital expenditure proposals and other key
performance indicators. The Board Audit Committee receives reports on the system of internal controls from
the external and internal auditors and reviews the process for monitoring the effectiveness of internal controls.
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Internal Audit

The Company has an independent Internal Audit function. The Board Audit Committee annually reviews the
appropriateness of resources and authority of this function. The Head of Internal Audit functionally reports to the
Audit Committee. The Board Audit Committee approves the audit plan, based on an annual risk assessment of
the operating areas. The Internal Audit function carries out reviews on the financial, operational and compliance
controls, and reports on findings to the Board Audit Committee, Chief Executive and the divisional management.

Risk Management

The Company has a formal risk management framework to assess the risks faced in the context of the broader
political and macroeconomic environment. The risk management system identifies strateqgic, requlatory, financial,
operational, reputational, and sustainability risks related to Company's business activities. The risks are reviewed
by the Pakistan Leadership Team along with departmental objectives, targets and performance. Appropriate
strateqies are developed and implemented to minimize the impact of the identified risks. The Company
has formulated its risk management structure based on the gqlobal practice followed by FrieslandCampina,
with the aim of driving the Company growth with managing risk associated with business adequately.
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Board of Directors

Statement of Director Responsibilities
The Directors confirm compliance with the Corporate and Financial Reporting Framework of the SECP Code
of Governance for the following:

e The financial statements, prepared by the management of the Company, present fairly its state of
affairs, the result of its operations, cash flows and changes in equity

e Proper books of accounts of the Company have been maintained

e Appropriate accounting policies have been consistently applied in preparation of the financial
statements, except for changes resulting on initial application of standards and amendments or
interpretations to existing standards. Accounting estimates are based on reasonable prudent judgment

e International Financial Reporting Standards, as applicable in Pakistan, have been followed in preparation of
the financial statements and any departures therefrom have been adequately disclosed

e The system of internal control is sound in design and has been effectively implemented and
monitored, including adequate internal financial controls

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

e There is no material departure from the best practices of corporate governance, as detailed in the
listing requlations

Board Meetings and Attendance

In 2020, the Board of Directors held 5 meetings to cover its complete cycle of activities. All
Board members are given appropriate documentation in advance of each Board meeting. This
normally includes a detailed analysis on business and full papers on matters where the Board is
required to make a decision or give its approval. The Board deliberates and fixes remuneration for
the independent non-executive Directors. The attendance record of the Directors is as follows:

Director's Name 1st 2nd 3rd 4th 5th Meetings
(6 Feb (22 Apr (21 Aug (16 Oct (27 Nov Attended
2020) 2020) 2020) 2020) 2020)
Abdul Samad Dawood Vv ) ) v ) 5 5
Ali Ahmed Khan v ) Vv Vv ) 5 5
Roeland Francois Van Neerbos v V v ) 5 5
Eduardus Lambertus Holtzer v Vv v vV ) 5 5
Petra Attje Zinkweg X Vv Vv Vv v 4 5
Abrar Hasan Vv vV V vV ) 5 5
Zouhair Abdul Khalig vV Vv Vv v v 5 5
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Board Composition and Governance

As at 371t December, 2020, the Board comprises of seven Directors (6 males, 1 female) including one
Executive Director, two Independent Directors and four Non-Executive Directors. The Board has the
collective responsibility for ensuring that the affairs of FCEPL are managed competently and with integrity.
Mr. Abdul Samad Dawood, a non-executive Director, is the Chairman of the Board, and Mr. Ali Ahmed Khan
is the Chief Executive Officer. Biographical details of the Directors are included in this report. A Board of
Directors' meeting calendar is issued annually that schedules the matters reserved for discussion and approval.

Board of Directors have a formal policy and transparent procedure for remuneration of Directors in accordance
with Companies Act, 2017 and Listed Companies (Code of Corporate Governance) Requlations 2019.

Details of agqreqgate amount of remuneration, including salary/fee, perquisites, benefits, and
performance-linked incentives etc. are available in Note 39 to the Financial Statements.
No remuneration or fees is paid to the Non-executive directors of the Company.

Board Compensation Committee

The Committee meets to review and recommend all elements of the compensation, organization
and employee development policies relating to the senior executives' remuneration and to
approve all matters relating to the remunerations of the Executive Director and members
of the management committee. The Head of HR of the Company is the secretary of the
Board Compensation Committee Meeting. The committee comprises the following members:

Zouhair Abdul Khaliq Chairman
Petra Attje Zinkweg Member
Ali Ahmed Khan Member

Board Audit Committee

The Board Audit Committee assists the Board in fulfilling its oversight responsibilities, primarily in
reviewing and reporting financial and non-financial information to shareholders, systems of internal
control and risk management and the audit process. It has the autonomy to call for information from
management and to consult directly with the external auditors or advisors as considered appropriate.
The Chief Financial Officer reqularly attends the Board Audit Committee meetings by invitation to
present the accounts. After each meeting, the Chairman of the Committee reports to the Board.
The committee met 4 times during 2020. The committee comprises the following members:

Abrar Hasan Chairman
Eduardus Lambertus Holtzer Member
Zouhair Abdul Khaliq Member

The secretary of the committee is Saleem Lallany, GM Internal Audit.
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Future Outlook

The macroeconomic environment remains challenging for businesses and consumers alike, amidst the
COVID-19 pandemic. The operating environment is also adversely impacted by sharp inflation especially
for food and agricultural commodities. Whilst the Company sees a tough business environment in the
future due to declining consumer purchasing power and higher input costs, it has already put in place
several initiatives to drive efficiencies and manage inflation to optimize the financial performance.

The Company's purpose is to transform the health and well-being of Pakistanis now and for
generations to come, by nourishing them through unlocking the goodness of milk from grass to glass,
as well as by enhancing the livelihood of farmers. Staying anchored to its purpose, the Company's
priority will be to ensure a consistent supply of nutritious and safe products to our consumers, while
continuing to drive business growth through conversion from unsafe loose milk to packaged milk by:

e Investing in strengthening its brand equity

® Accelerating innovation and expanding its portfolio

e Working with farmers through its dairy development program to help improve productivity, yield and
volume while also building profitability for the farmers

e Working with the Pakistan Dairy Association (PDA) to educate consumers on the hazards of loose
milk and the benefits of packaged milk

e Fncouraging the Government to provide support in creating mass awareness around nutrition and
safe milk consumption and in developing favourable fiscal policies for the dairy sector

e Working with Requlatory Authorities to harmonize the Federal and Provincial food laws and draft
legislation on minimum pasteurization

Leveraqing its global expertise and 145+years heritage, the Company remains committed

to the highest standards of hygiene, food safety and sustainability and providing
safe, affordable, and nourishing dairy products to millions of Pakistanis, every day.

AT v 6

Abdul Samad Dawood Ali Ahmed Khan
Chairman Chief Executive Officer
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During the pandemic, life as we knew it, changed
completely. It was a strange time. Markets closed at 6 p.m.
and opened much earlier than usual. We had to adjust our
lifestyle accordingly. There came a point where I would
have to wake up at 4 a.m. so that [ could reach the
markets by sunrise. It seemed that the world had been
turned on its head. Thankfully, though, the senior
management exhibited great empathy. What touched
me the most was the fact that the management kept an
eye on our mental and emotional state, aiding us when
required. [ think this allowed a strong relationship of
mutual respect and admiration to blossom between the
staff and the management. Ironically, it was the tough
times that ended up turning us into a much better team.

Hussain Aftab
Channel Development Executive, Shopper Marketing







Our Brands

Our brands are woven into the lives of consumers across the nation. Olper's, our flagship brand, is
trusted by millions of Pakistanis to provide their families high quality nutrition and pure goodness. Tarang
offers our tea-loving nation the perfect taste enhancement moments while Omoré satisfies their sweet
indulgences. We strive to bring happiness to the daily lives of our consumers and our strength lies in their
trust. Our promise remains to provide better nutrition for Pakistan, now and for generations to come.

| OLPERS \gee

FULL CREAM B

54 | FrieslandCampina Engro Pakistan Limited

Campaign

In 2020 the major thematic campaign on Olper's under the 'Celebrate Happy Mornings' theme continued
to be on air, aimed at further strengthening the brand's equity and driving conversion from loose milk.
The communication continued to leverage our heritage around the morning occasion while dialing up
cues of "Purity" and "Nutrition" which are key drivers of consumer preference in the cateqory. The
campaign featured a fresh perspective on milk sourcing by showcasing how our well-cared-for cows
and buffaloes provide more nourishing, delicious and creamy milk, enabling happy mornings for families
across Pakistan. This campaign has significantly improved Olper's brand saliency and imagery scores

leading to significant growth in household usership and market leadership in the UHT Milk cateqory.

OLPERS

Manao Happy Subha




Olper's Milk

Olper's was launched in 2006 as the flagship brand of
FrieslandCampina Engro Pakistan Limited and has grown to
become a leading player in the UHT milk cateqory in Pakistan.
This phenomenal success is rooted in our commitment
to providing high quality nutrition and pure goodness to
families across Pakistan. The focus on this journey has
been on collecting fresh and pure milk from farms across
Pakistan and ensuring that every pack of milk conforms to
the highest standards of safety and hygiene. Olper's Milk
is free of preservatives, UHT treated and qoes through a
rigorous scrutiny of 28 different types of quality tests before
reaching consumers. Today Olper's stands as a favourite for
mothers that are seeking pure and delicious nourishment for
the health and well-being of their families. Olper's has been
the pioneer in innovation for the UHT cateqory with multiple
pack formats and sizes bringing convenience and accessibility
to consumers. Whether for drinking, making tea or desserts,
Olper's is the ideal all-purpose milk that captures the major
usages and consumption occasions for milk in Pakistan.

Olper's Flavoured Milk

In 2020, Olper's Flavoured Milk was launched in two delicious
flavours, Chocolate and Strawberry. It contains the goodness of
Olper's milk and is enriched with Calcium and Vitamins A & D.

The launch was supported with a TV & Digital campaign
highlighting the benefits to consumers. Within a span
of few months, Olper's Flavoured Milk has made a
mark in the ready-to-drink cateqory and is quickly
becoming a favorite amongst children and adults alike,
due to its superior nutritious profile and delicious taste.
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Olper's Full Cream
Milk Powder

In Pakistan, the powders cateqory is the second
largest in the packaged dairy industry after liquid
UHT. In late 2018, Olper's entered this cateqory
with the launch of Olper's Full Cream Milk Powder.
It is made from Natural Milk and is high in Protein
and further enriched with Calcium, Vitamins A &
B2. These nutrients help children reach the right
height and weight for their age when consumed
as part of a balanced diet and active lifestyle.
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Olper's Dairy Cream

Olper's Dairy Cream is made from fresh milk,
making it the ideal all-purpose cream providing
natural nourishment for the breakfast occasion
as a complement to paratha, bread, honey and
fruits. Its richness and consistency makes it a
great ingredient for desserts and savory cooking.
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Olper's ProCal+

Olper's ProCal+ is high in both Protein and Calcium
with less than 1% fat. Protein and Calcium together
support the growth and maintenance of muscles and
bones, helping to keep families strong and active!
2 servings of Olper's ProCal+ provide 27% of daily
protein needs and 80% of daily calcium needs.

Tarang

Launched in 2007 as a tea-whitener brand, Tarang stands for
the perfect match for tea, offering affordability and a blissful
experience. It gives every cup of tea the perfect blend of
colour, aroma and taste for a great tea experience. With its
vivacious, light-hearted and glamorous personality, Tarang
has since inception, utilized the song and dance platform
to connect with consumers to add joy to their routine lives.

Tarang extended its tea-creaming range in 2020 by
introducing a powder tea whitener to cater to consumers
who prefer the powder format over liquid. Launched with
a new campaign, the TVC was set within the Tarang world
retaining Tarang's iconic song and dance platform which set
it apart from competition. "Chai to ab sirf creamy mazay wali
chalay qi" was the phrase coined to propaqate the message
of how Tarang tea whitening powder makes a great tasting
creamy cup of tea that uplifts everyone's mood. The TVC also
highlighted the attractive price point of PKR 10 of its sachet.

Dairy Omung

Dairy Omung caters to the economy segment
of Pakistani households in their quest for an
unadulterated and hygienic offering for their families.

Dairy Omung is a dairy drink that can be used in a

multitude of consumption occasions ranging from
plain drinking to tea-creaming and dessert-making.
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Omore

In 2020, Omoré was on a mission to become a
savior for monotonous moments in our everyday
lives, and spark moments of excitement to make us
feel alive. Everyday struggles become a little sweeter
with Omoré. Whether it is a spontaneous moment
of craving to be enjoyed alone, or a reason for family
to bond together, Omoré has the perfect solution
with a wide assortment of products, including
cups, sticks, cones, and multi-serves. Omoré's
philosophy is rooted in bringing something new for
consumers each year while continuing to provide
the highest quality of our classic beloved flavors.

Ghar Mein Chuppi Khushiyan

In 2020, the entire world experienced fear and
uncertainty due to the spread of COVID-19.
These feelings sometimes overshadowed the
small blessings that we may have encountered
during the lockdown. Through its digital campaign
#GharMeinChuppiKhushiyan Omoré reminded
us to focus on the small but wonderous
discoveries that we made when we got a chance
to spend time at home with our loved ones.

Omoré Innovations of 2020

Omoré launched 8 new innovations in 2020
across different formats, including two Omoji
shape-based innovations with evergreen flavors,
two Chocbars in exciting flavors, two tangy
berry lollies and launched the beloved Cookie
Mania flavor in two different family packs!

Omoré Love and Cool Omoji

Year on year, Omoré promises to bring consumers
an impressive combination of exciting shapes and
mouthwatering flavors. In 2020, Omoré gqave
people the opportunity to express themselves
with the romance filled Love Omoji with the
flavors of Vanilla and Strawberry, and the swagq
filled Cool Omoji with the flavors of Caramel and
Chocolate. The imaginative and vibrant Omojis
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TVC provided some much-needed excitement
in a year like 2020, and Omojis became a
huge success, with sales exceeding targets.

Omoré Coffee and Orange Chocbars

People of all ages love the Omoré Chocbar range.
In 2020, Omoré added two more exciting flavors
to the range by launching Omoré Orange Chocbar
and Omoré Coffee Chocbar. The TVC for the
Chocbars introduced a touch of mystery and led to
the grand reveal of two creamy new flavors being
introduced with a crunchy chocolate coating.

Omoré Cookie Mania Family Packs

After the breakthrough success of the Omoré
Cookie Mania stick in 2019, Omoré launched
the beloved flavor in a tub and brick in 2020.
With Cookie Mania flavor being a family
favorite for people of all ages, it is no wonder
that both packs performed exceptionally well.

Omoré Raspberry and Blueberry Pop
Omoré launched the Raspberry and Blueberry
Pop as the perfect respite for a hot summer
day. The tanqy and sweet combination was
launched at an affordable price point in
value-added flavors to appeal to all consumers
while providing something a little extra.

omore
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[ am a mother of a three-year old child and this adds
extra responsibility as a working woman, however but
the inclusive environment at FrieslandCampina Engro
Pakistan Limited has always made me comfortable and
determined to give my best. The management respected

) my personal life especially during the peak months of
the COVID-19 pandemic when I was struggling to
manage my daily house chores and professional work.
The leverage I got with flexible working hours and the
overall support meant that I was able to do my job to
the best of my abilities and at the same time, take care
of my family.

Denise D'souza
Assistant Manaqger, Procurement
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2020 - From the
People's Lens

Our Human Resource

At FrieslandCampina Engro Pakistan, employees'
safety and well-being is reqarded as the top-most
priority. Since the year 2020 was marked by the
COVID-19 pandemic; it called for many
unprecedented initiatives and actions. A COVID
Helpdesk was launched to provide the
employees a platform where they could raise
concerns or receive medical quidance as per their
needs, and work-from-home was embraced for
most of the year keeping in mind the well-being of
employees.

In order to keep the workforce connected to the
orqanization despite agile working, several digital
initiatives were launched to continue the
momentum on employee engagement and skill
development. These initiatives included the
Learning Series, Wellness sessions, daily
Newsletters, online celebrations and many more
virtual connects. The Leadership team was also
committed to stay connected during challenging
times to ensure that the employees never lose their
morale. Virtual townhalls and coffee sessions
allowed the teams to interact with the Leadership
team, which helped them stay connected to the
company's purpose and objectives. These
interventions were taken with the aim to enhance
the well-being of the employees, so they could
continue to perform at their best.

Recruitment and Culture

The success of the company comes from the effort
of its employees especially in unprecedented times.
[t seeks to attract the best talent from the market
through its rigorous talent acquisition process and
ensures that it retains them through a great culture
that nourishes and enables the workforce.
FrieslandCampina Engro Pakistan Limited celebrates
the uniqueness of its employees and values their
diversity. The company fosters a belief in creating
an environment where everyone can bring their
best and whole selves to work in order to drive a
better and more sustainable business performance.
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In this endeavour several initiatives were
undertaken to stay strong on its journey of
Diversity and Inclusion. One of the initiatives was
the introduction of Lean In Circles whereby women
from across the orqganization were brought together
and provided a platform to connect with each
other and voice out their feelings. Moreover, the
organization consciously embedded diversity based
KPIs in its recruitment process to attract talent
from diverse backgrounds. This was done with the
aim to enable a culture that is more inclusive,
promotes gender equality, appreciates and
encourages contributions of the employees without
any biases towards their age, gender, race,
orientation or background.

The Young Leaders program that was launched in
July 2019 inducted fresh graduates from diverse
backgrounds into the company with the aim to
build future leaders and strengthen the talent
pipeline of the organization. These young
individuals were given the opportunity to interact
and learn from various functions to develop their
business acumen. After the rigorous program of 18
months, these resources are now ready to take on
the responsibility of a full-fledged role in their
respective functions.

Training and Succession Planning
The talent ambition of FECPL is "when you grow
we grow" hence we believe in continuous learning
and that everyone comes with their own strengths
and opportunities to grow. During 2020, the
Human Resources team consciously worked on
personalized capability plans for each division to
develop people for future roles and to build a
strong succession plan for leadership roles. During
the year, several qlobally driven initiatives were
introduced, namely ACE and Supply Chain Unlock,
and locally implemented soft skills trainings
program like Skill Up 2020 to build technical and
behavioral capability in the organisation.




The FrieslandCampina
Engro Pakistan Family

Head Count: 1,310
Locations: 38

Nara Farm
Head Count: 25

Dera Murad Jamali

Turbat

Saidu Sharif

Swat

Abbottabad

Sargodha

Mianwali

. Muzaffarabad
J

Gujranwala

Sahiwal Plant
Dairy & Ice Cream
Production

Sahiwal Head Count: 475

D.G. Khan

Sukkur Plant
Dairy Production
Head Count: 221

Karachi Head Office
Head Count: 126

Zones: 4

Areas: 24

MCCs: 1300+
Head Count: 160
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Sales Offices
Regions: 12
Areas: 42

Head Count: 237




Incidentally my Management [rainee program was qoing
on when the pandemic hit. It was an unusual time and I
didn't know what to expect. However, the uncertainty I
felt was soon eased by the management that went an
extra mile to keep us posted on the changing situation.
Their caring attitude and reassurance made me feel like I
am part of the family, even though I was so new to the
company - and this is what makes us bond as a team.
Even an individual's problem is treated as one that is to be
resolved by the team. We are one big family and now
confident that we can face any challenge together.

Amman Fatima
Management Trainee, Finance




Financial
Review




FINANCIAL REVIEW

Profit / Loss Before Tax (Rs. in millions) Profit / Loss After Tax (Rs. in millions)
Business Revenue (Rs. in billions) Business Revenue (Rs. in billions) = Profit / Loss Before Tax = Profit / Loss After Tax
% Segment Share % Segment Share - % of Sales - 9% of Sales
= Dairy, Beverages & Others = Dairy, Beverages & Others
= Jce cream ® Jce cream 8.7%

6.4%

Total Total
Revenue Revenue

Rs.44.16 Rs.38.86

2015 2016 2017 2018 2019 2020 2015 2016 2017 2018 2019 2020

Actual Production vs.
2020 201 9 Production Capacity (‘000 litres)

—= Production Capacity
—&— Actual Production

Sales (Rs. in million) Operating Profit/Loss & % of Sales (Rs. in million)
= Operating Profit

-=— 9% of Sales

49,442
43,878 44,155 10%

O
M
-
M
M
M

2015 2016 2017 2018 2019 2020 2015 2016 2017 2018 2019 2020 2015 2016 2017 2018 2019 2020
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Profitability Ratios: FINANCIAL Su M MARY

= Gross Profit Ratio
= Net Profit to Sales Description 2020 2019 2018 2017 2016 2015
—————————————————————————— Rupees in million =======----=-=-----—-————-
22.3% 25 Statement of Financial Position
ﬂ Share capital 7,666 7,666 7,666 7,666 7,666 7,666
Share premium 865 865 865 865 865 865

16.3%

Employee compensation reserve 100 116 218 298 434 595

127% 13:5% Remeasurement of post employment
benefits - Remeasurement loss (146) (132) (138) (81) (74) (84)
Unappropriate profit / (loss) 62 (130) 730 973 8,259 5872
o4% o450 Shareholders' funds / Equity 8,548 8,385 9,341 9,721 17,151 14,913
Long term borrowings 4,663 3,200 4,000 4121 500 2,196
1.1% 2% Capital employed 13,211 11,585 13,341 13,842 17,657 17,109
Property, plant & equipment 10,448 10,913 11.819 12,559 13,121 13,860
Long term advances & deposits 44 59 71 84 94 134

-2.5%
2015 2016 2017 2018 2019 2020 otatement of Profit or toss

Revenue from contracts with customer - net 44,155 38,567 32,439 34,653 43,878 49,442
Gross profit 5,953 4,880 5154 5,636 10,015 11,538
Operating profit 1,507 121 505 1,087 3,866 5150
Profit / (loss) before tax 268 (1,100) (170) 563 3,518 4,294
Profit / (loss) after tax 177 (955) 64 379 2,387 3162

STATEMENT OF VALUE ADDITION & DISTRIBUTION
Statement of Cash Flows

mm Net cash flow from investing activities (1.316) (838) (1.113) (900) (1.188) (790)
Total Revenue inclusive of sales tax and other income 46,514 40,528 Net cash flow from financing activities 1,703 (458) (958) (5,393) (3,176) (1,722)
bought-in material and services (36,400) (31.438) Changes in cash & cash equivalents 2,321 226 (840) (1,778) 758 2,005

&_4_ Cash & cash equivalents - Year end 570 (1,750) (1,976) (1.136) 638 (121)
To employees L
Salaries, benefits and other costs 3,007 29.73% 2,998 32.98% Others (Million)

To Government Market capitalisation 63,101 60,823 61,145 61,598 147,218 112,366
Taxes, duties and development surcharge 3389 3351% 3511  38.63% Numbers of shares issued 767 767 767 767 767 767
To Society
Donations towards education, health, environment Quantitative Data (‘000 Litres)
and natural disaster 20 0.20% 20 0.22% Production capacity
To Providers of Capital Dairy & beverages 617,888 610004 642540 662516 748,000 748,000
Mark up/interest expense on borrowed money 1,239 1225% 1,222  13.44% Ice cream 44.064 44.064 43.623 40,800 39.000 39.000
Retained for reinvestment and future growth,
depreciation, amortization, retained profit 2459 24.31% 1339 14.73% .
10114 9.090 Actual Production
Dairy & beverages 314,979 328,627 281,903 320,344 482,958 552,532
Ice cream 18,157 21,392 18,254 17,467 19,518 19,364
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FINANCIAL PERFORMANCE INDICATORS - 2015 TO 2020 KEY SHAREHOLDING & SHARES TRADED

RATIOS 2020 2019 2018 2017 2016 2015 Information of shareholding required under the reporting framework is as follows:
————————————————————————— Rupees in million =========-==--------o—-

L . 1. Associated Companies, Undertakings and Related Parties
Profitability Ratios:

Gross Profit ratio 13.5%  127%  159%  163%  228%  23.3% Shareholder's category No. of Shares Held

Net Profit to Sales 0.4%  (2.5%)  0.2% 1.1% 5.4% 6.4% FrieslandCampina Pakistan Holding B.V. 390,963,999
EBITDA Margin to Sales 8.6% 6.3% 7.7% 87%  13.5%  14.6% [Ty ———— 306,075,947
Operating leverage ratio 78.87 (4.02) 8.38 3.42 2.22 11.69
Return on Equity 21% (11.4%) 0.7% 3.9% 13.9% 21.2% 2. Directors, Chief Executive Officer and their spouse(s) and minor children
Return on Capital employed 1.4% (7.5%) 0.5% 2.4% 13.7% 18.5%
Liquidity Ratios: m; QET;L j::;:d Pawood 2 8;
Current ratio 1.1 0.9 1.1 1.2 1.9 1.5 S .
Quick / Acid test ratio 06 0.5 0.7 0.7 1.1 1.0 Zouhair Abdul Khaliq 1
Cash to Current Liabilities 0.1 0.0 0.0 0.0 0.1 0.0 3. Executives 23,899
Cash flow from Operations to Sales 0.0 0.0 0.0 0.1 0.1 0.1

4. Public sector companies and corporations -
Activity / Turnover Ratios: 5. Banks, Development Financial Institutions, Non Banking Financial Institutions 13,786,500
No. of Days Inventory 34.7 36.5 37.9 40.3 36.8 32.6
No. of Days Receivables 7.1 6.2 3.2 1.3 0.8 0.8 6. Insurance Companies 3.000
No. of Days Payables 98.6 100.8 98.8 73.8 46.5 40.3 6. Modarabas and Mutual Funds
Operating cycle (56.8) (58.0) (57.7) (32.2) (8.8) (6.9)

Inventory turnover 10.5 10.0 9.6 9.1 9.9 11.2 Shareholder's category No. of Shares Held
Debtors turnover 51.4 58.6 113.6 288.4 468.7 463.1 NAME HOLDING

Creditors turnover 3.7 3.6 3.7 4.9 7.9 9.1 B.FMODARABA 10,000
Total Assets turnover ratio / CDC - TRUSTEE AKD INDEX TRACKER FUND 18,824
Fixed Assets turnover ratio 1.9 1.6 1.4 1.6 1.8 1.9 TRUST MODARABA 45,000
CDC - TRUSTEE NIT-EQUITY MARKET OPPORTUNITY FUND 54,900
Investment / Market Ratios: CDC - TRUSTEE AWT ISLAMIC STOCK FUND 36,000
Earnings Per Share (EPS) - basic & diluted 0.23 (1.25) 0.08 0.49 3.1 4.13 CDC - TRUSTEE NATIONAL INVESTMENT (UNIT) TRUST 34,400
Price Earnings ratio 357.70  (63.44)  996.50  165.71 61.72 35.49 CDC - TRUSTEE AWT STOCK FUND 87.500
Cash Dividend per share (Rs.) - - - 0.40 10.00 - CDC - TRUSTEE FAYSAL ISLAMIC DEDICATED EQUITY FUND 70,000
Market value per share at the end of the year 82.27 79.30 79.72 81.20 191.94 146.50 CDC - TRUSTEE FAYSAL ISLAMIC STOCK FUND 72,500
Highest market value during the year 95.32 91.49 107.34 211.00 192.19 179.46 Total 429,124
Lowest market value during the year 43.20 42.10 69.00 69.00 115.35 105.31 o o .
Breakup value per share 1115 10.94 1219 1268 5537 19.45 7. Shareholders holding five percent or more voting rights in the Company:
Long-term Debt to Equity 371%  301%  30.0%  29.8% 2.8% 12.8% ENGRO CORPORATION LIMITED 306,075,947

FRIESLANDCAMPINA PAKISTAN HOLDING B.V. 390,963,999

8. Details of purchase/sale of shares by Directors, Executives* and their spouse(s) / minor children during 2020.

Date of Purchase / Sale Shares Purchased Shares Sold

* For the purpose of declaration of share trades all employee of the company are considered as "Executives”
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PATTERN OF SHAREHOLDING

AS AT DECEMBER 31, 2020

NO OF SHARE NO. OF SHARESHOLDINGS

3,390
1,409
1,687
390
112
88

62

46

26

19
17
29

12

5
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101

501
1.001
5,001
10,001
15,001
20,001
25,001
30,001
35,001
40,001
45,001
50,001
55,001
60,001
65,001
70,001
75,001
80,001
85,001
90,001
95,001
100,001
105,001
110,001
115,001
120,001
130,001
140,001
145,001
150,001
155,001
160,001

100
500
1,000
5,000
10,000
15,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
55,000
60,000
65,000
70,000
75,000
80,000
85,000
90,000
95,000
100,000
105,000
110,000
115,000
120,000
125,000
135,000
145,000
150,000
155,000
160,000
165,000

Total

41,343
1,545,467
1,338,025
4,506,917
3,125,987
1,421,040
1,621,469
1,474,526
1,289,652

866,325
719,160
742,200
1,418,008
644,246
289,000
377,800
1,022,700
580,100
395,900
582,600
263,500
467,500
994,000
209,500
218,000
112,415
237,640
869,000
266,187
287,000
595,500
612,000
320,000
163,000

NO OF SHARE NO. OF SHARESHOLDINGS

1
1
1

165,001
170,001
185,001
195,001
210,001
240,001
245,001
250,001
255,001
270,001
320,001
355,001
365,001
410,001
420,001
475,001
550,001
630,001
660,001
670,001
1,030,001
1,330,001
1,850,001
1,985,001
2,130,001
2,215,001
2,240,001
2,255,001
2,580,001
13,140,001
135,775,001
170,300,001
390,960,001

170,000
175,000
190,000
200,000
215,000
245,000
250,000
255,000
260,000
275,000
325,000
360,000
370,000
415,000
425,000
480,000
555,000
635,000
665,000
675,000
1,035,000
1,335,000
1,855,000
1,990,000
2,135,000
2,220,000
2,245,000
2,260,000
2,585,000
13,145,000
135,780,000
170,305,000
390,965,000

337,400
171,500
186,100
800,000
211,000
729,000
250,000
252,000
255,500
274,000
647,000
357,474
370,000
415,000
424,000
957,000
554,148
634,000
663,000
675,000
1,030,500
1,330,700
1,855,000
1,986,000
2,130,500
2,216,000
2,244,500
2,256,000
2,581,600
13,145,000
135,775,939
170,300,008
390,963,499

766,596,075

CATEGORIES OF SHAREHOLDING

AS AT DECEMBER 31, 2020

No. of No. of Percentage
SEERIEES (CEeEny Shareholders of Holding

Directors, Chief Executive Officer, and their
spouse(s) and minor children.

Associated companies, undertakings and related parties.

Banks, Development Financial Institutions, Non-Banking
Financial Institutions.

Insurance Companies

Modarabas and Mutual Funds

Shareholders holding 10% or more shares

General Public (individuals)

a. Local
b. Foreign

Others

8,067

98

1,002

697,039,946

13,786,500

3,000

429,124

697,039,446

43,320,994

12,015,509

90.93

1.80

0.06

90.93

5.65

1.57
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SHAREHOLDERS' IN FORMATION Quarterly Results

The Company issues quarterly financial statements. The planned dates for release of the quarterly results in 2021 are:
Annual General Meeting 1st quarter: April 20, 2021
2nd quarter:  Augqust 18, 2021

The annual shareholders meeting will be held at 03:00 p.m. on April 20, 2021 VIA VIDEO CONFERENCE Karachi. 3rd quarter:  October 26, 2021

hareh April 20, 2021 ici . .
Shareholders as of April 20, 2021 are encouraged to participate and vote The Company reserves the right to change any of the above dates.

Any shareholder may appoint a proxy to vote on his or her behalf. Proxies should be filed with the company at least 48 Change of Address

hours before the meeting time.
) ) ) ) . . ) ) . All registered shareholders should send information on changes of address to:
CDC Shareholders or their Proxies are requested to bring with them copies of their Computerized National Identity Card

or passport alongwith the Participant's ID number and their account number at the time of attending the Annual General M/s. FAMCO Associates (Private) Limited

Meeting in order to facilitate their identification. 8-F, Near Hotel Faran Nursery, Block-6 P.E.C.H.S. Shahra-e-Faisal Karachi-74000

Ownership
On December 31, 2020 there were 8,186, shareholders on record of the Company's ordinary shares.
Circulation of Annual Reports through CD/DVD/USB

As notified by the Securities and Exchange Commission of Pakistan (SECP) vide S.R.0. 470(1)/2016 dated May 21, 2016
and in continuation with the SR0.787(1)/2014 dated September 8, 2014, and approved by the Shareholders in the
Annual General Meeting of the Company held on March 24, 2017, the Company shall circulate its annual balance sheet,
and profit and loss account, auditor's report and directors report etc. ("Annual Audited Accounts”) to its members through
CD/DVD/USB at their registered addresses, save for those who opt for a hardcopy of the Annual Audited Accounts. The
standard request form for electronic transmission is available at the Company's website https://frieslandcampina.com.pk.

Alternatively members can fill up the Standard Request Forms respectively in the Annexures section at the end of
the report.

E-DIVIDEND MANDATE (MANDATORY)

In accordance with the provisions of Section 242 of the Companies Act, 2017, and Section 4 of the Companies (Distribution
of Dividends) Regulations, 2017 it is mandatory for a listed company, to pay cash dividend to the shareholders ONLY
through electronic mode directly into the bank account designated by the entitled shareholders.

In order to receive your future dividends directly in your Bank account, then please provide the information mentioned on
the Form placed on the Company's website https://frieslandcampina.com.pk and the same to your brokers or the Central

Depository Company Ltd. (in case the shares are held in the electronic form) and to our Share Registrars (in case the shares
are held in paper certificate form).
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[ joined FrieslandCampina Engro Pakistan Limited's Project
EWID (Enhancing Women's Income through Dairy
Interventions) to be trained as a Female Village Milk
Collection Agent (FVMC). My aim was to provide for my
family and when [ joined the program in April 2020, I was
apprehensive.  However, FCEPL  supported me
continuously and trained me as a Milk Collection Agent
which gave me the confidence to step out and earn a
respectable living. Now [ am the sole bread winner of the
family without any worry of the future.

Aqgsa Bibi
Milk Collection Agent
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Independent Auditor's Review Report
It.9 the énembers of FrieslandCampina Engro Pakistan
Imite

Review Reportonthe Statement of Compliance containedin Listed Companies (Code of Corporate Governance)
Requlations, 2019

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Corporate Governance)
Regulations, 2019 (the Regulations) prepared by the Board of Directors of FrieslandCampina Engro Pakistan Limited for the
year ended December 31, 2020 in accordance with the requirements of requlation 36 of the Requlations.

The responsibility for compliance with the Requlations is that of the Board of Directors of the Company. Our responsibility
is to review whether the Statement of Compliance reflects the status of the Company's compliance with the provisions of
the Regulations and report if it does not and to highlight any non-compliance with the requirements of the Requlations.
A review is limited primarily to inquiries of the Company's personnel and review of various documents prepared by the
Company to comply with the Requlations.

As a part of our audit of the financial statements we are required to obtain an understanding of the accounting and internal
control systems sufficient to plan the audit and develop an effective audit approach. We are not required to consider
whether the Board of Directors' statement on internal control covers all risks and controls or to form an opinion on the
effectiveness of such internal controls, the Company's corporate governance procedures and risks.

The Regulations require the Company to place before the Audit Committee, and upon recommendation of the Audit
Committee, place before the Board of Directors for their review and approval, its related party transactions. We are only
required and have ensured compliance of this requirement to the extent of the approval of the related party transactions
by the Board of Directors upon recommendation of the Audit Committee.

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 requirements contained in the
Requlations as applicable to the Company for the year ended December 31, 2020.

S

A. F. Ferquson & Co.
Chartered Accountants

Karachi
Date: March 4, 2021

A. . FERGUSON & CO., Chartered Accountants, a member firm of the PwC network
State Life Building No. 1-C, 1.1. Chundrigar Road, P.O. Box 4716, Karachi-74000, Pakistan
Tel: +92 (21) 32426682-6/32426711-5; Fax: +92 (21) 32415007/32427938/32424740; <www.pwc.com/pk>

= KARACHI = LAHORE = ISLAMABAD
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Statement of Compliance with Listed Companies
(Code of Corporate Governance) Requlations, 2019
For the year ended December 31, 2020

The Company has complied with the requirements of the Regqulations in the following manner:
1. The total number of directors are seven (7) as per the following:

Male: Six (6)
Female: One (1)

2. The composition of Board is as follows:

N

Independent Directors Abrar Hasan
Zouhair Abdul Khalig
Non-executive Directors Abdul Samad Dawood (Chairman)

Roeland Francois Van Neerbos

Eduardus Lambertus Holtzer

Petra Attje Zinkweg (Female Director)
Executive Director Ali Ahmed Khan (Chief Executive Officer - CEQO)

3. The directors have confirmed that none of them is serving as a director on more than seven listed companies,
including this company;

4. The Company has prepared a code of conduct and has ensured that appropriate steps have been taken to
disseminate it throughout the company along with its supporting policies and procedures;

5. The Board has developed a vision/mission statement, overall corporate strategy and significant policies of
the company. The Board has ensured that complete record of particulars of the significant policies along
with their date of approval or updating is maintained by the Company;

6. Al the powers of the Board have been duly exercised and decisions on relevant matters have been taken
by the Board/ shareholders as empowered by the relevant provisions of the Act and these Requlations;

7. The meetings of the Board were presided over by the Chairman and, in his absence, by a director elected
by the Board for this purpose. The Board has complied with the requirements of Act and the Requlations
with respect to frequency, recording and circulating minutes of meeting of the Board;

8. The Board have a formal policy and transparent procedures for remuneration of directors in accordance
with the Act and these Regulations;

9. No director attended the Directors' Training program during the year. However, three directors have already
completed the Directors' Training program in previous years;

10. There was no fresh appointment of Chief Financial Officer, Company Secretary and Head of Internal Audit
during the year ended December 31, 2020. The Board has approved the remuneration of Chief Financial
Officer, Company Secretary and Head of Internal Audit and complied with relevant requirements of the
Requlations;

11. Chief Financial Officer and Chief Executive Officer duly endorsed the financial statements before approval
of the Board;

12. The Board has formed Committees comprising of members given below:
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Audit Committee Human Resource and Remuneration Committee

Abrar Hasan (Chairman) Zouhair Abdul Khalig (Chairman)
Zouhair Abdul Khalig Petra Attje Zinkwegq
Eduardus Lambertus Holtzer Ali Ahmed Khan

13. The terms of reference of the aforesaid committees have been formed, documented and advised to the
committees for compliance;

14. The frequency of meetings of the Committees was as follows:

a. Audit Committee: Four quarterly meetings during the financial year ended December 31, 2020;
b. Human Resource and Remuneration Committee: one meeting during the financial year ended December
31, 2020;

15. The Board has set up an effective internal audit function comprising of suitably qualified and experienced
staff who are conversant with the policies and procedures of the Company;

16. The statutory auditors of the Company have confirmed that they have been given a satisfactory rating
under the Quality Control Review program of the Institute of Chartered Accountants of Pakistan and
reqistered with Audit Oversight Board of Pakistan, that they and all their partners are in compliance with
International Federation of Accountants (IFAC) quidelines on code of ethics as adopted by the Institute of
Chartered Accountants of Pakistan and that they and the partners of the firm involved in the audit are not
a close relative (spouse, parent, dependent and non-dependent children) of the Chief Executive Officer,
Chief Financial Officer, Head of Internal Audit, Company Secretary or Director of the Company;

17. The statutory auditors or the persons associated with them have not been appointed to provide other
services except in accordance with the Act, these Requlations or any other requlatory requirement and the
auditors have confirmed that they have observed IFAC quidelines in this reqgard; and

18. We confirm that all requirements of requlations 3, 6, 7, 8, 27, 32, 33 and 36 of the Requlations have
been complied with.

AT

Abdul Samad Dawood
Chairman

Karachi
Date: February 8, 2021
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Independent Auditor's Report

To the members of FrieslandCampina Engro Pakistan Limited
Report on the Audit of the Financial Statements

Opinion

We have audited the annexed financial statements of FrieslandCampina Engro Pakistan Limited (the Company), which
comprise the statement of financial position as at December 31, 2020, and the statement of profit or loss, the statement
of comprehensive income, the statement of changes in equity, the statement of cash flows for the year then ended, and
notes to the financial statements, including a summary of significant accounting policies and other explanatory information,
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 the audit.

In our opinion and to the best of our information and according to the explanations given to us, the statement of financial
position, statement of profit or loss, the statement of comprehensive income, the statement of changes in equity and the
statement of cash flows together with the notes forming part thereof conform with the accounting and reporting standards
as applicable in Pakistan and give the information required by the Companies Act, 2017 (XIX of 2017), 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, 2020 and of
the profit and other comprehensive loss, the changes in equity and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in Pakistan. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Company in accordance with the International Ethics
Standards Board for Accountants' Code of Ethics for Professional Accountants as adopted by the Institute of Chartered
Accountants of Pakistan (the Code) and we have fulfilled our other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
financial statements of the current period. These matters were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Following are the Key audit matters:

Key audit matters How the matter was addressed in our audit

(i) Deferred tax asset relating to minimum turnover tax | Our audit procedures amongst others included the following:

[Refer notes 2.20, 3(a) and 8 to the financial

e obtained understanding of the management's process
statements]

of preparation of profitability forecast, tax liability and

As at December 31, 2020, included in the deferred tax calculation:
balance of deferred tax asset (net) is an amount . . o .
of Rs. 1,056,795 thousand representing deferred | ® discussed with the management, significant underlying

tax asset recognized on account of minimum assumptions used in preparing the profitability forecast
turnover tax. and assessed the same for reasonableness;

Recognition of deferred tax asset on account | e checked appropriateness of tax rates applied in view
of minimum turnover tax requires management of the local tax legislation;

to estimate the Company's tax liability in future
tax years. This process relies on the assessment | e  checked mathematical accuracy of calculations; and
of the Company's profitability forecast, which in
turn is based on assumptions concerning future | e assessed the adequacy of the related disclosures
economic conditions and business performance. made in the financial statements with respect to the

As preparing of profitability forecast and applicable accounting and reporting standards.

assessment of realizability of recognized deferred
tax asset requires significant management

judgement, we considered this a key audit matter.
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Key audit matters How the matter was addressed in our audit

(ii) Valuation of dairy livestock Our audit procedures amongst others, included the
following:
[Refer notes 2.3, 3(c) and 5 to the financial
statements] e obtained understanding of the internal control over
valuation of dairy livestock, assessed the design and
As at December 31, 2020, the fair value of tested operating effectiveness of controls on a test
the Company's biological assets amounts to Rs. basis;

1,197,685 thousand. This includes Rs. 1,197,617

thousand in respect of dairy livestock e assessed management expert's report including

process of valuation in the light of our knowledge of
Dairy livestock is measured at fair value less the business;

estimated point-of-sale costs. Fair value of dairy
livestock is determined by an external expert
appointed by the Company on the basis of market

and replacement values of similar livestock from | o  engaged our expert to evaluate significant assumptions

active markets in other countries and physical used and values determined by management's expert; and
attributes of livestock.

e checked source data provided to the management's
expert on a sample basis;

e assessed the adequacy of the related disclosures
Due to the level of judgment involved in made in the financial statements with respect to the
determining fair values of dairy livestock, we applicable accounting and reporting standards.

considered this a key audit matter.

Information Other than the Financial Statements and Auditor's Report Thereon

Management is responsible for the other information. The other information comprises the information included in the
annual report, but does not include the financial statements and our auditor's report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained
in the audit or otherwise appears to be materially misstated. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have nothing to report
in this regard.

Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with the
accounting and reporting standards as applicable in Pakistan and the requirements of Companies Act, 2017 (XIX of 2017)
and for such internal control as management determines is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company's ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the qgoing concern basis of accounting unless
management either intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so.

Board of directors are responsible for overseeing the Company's financial reporting process.
Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a quarantee that an audit conducted in accordance with ISAs as applicable in Pakistan
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggreqate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than
for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.
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e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's internal
control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by management.

e (Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant
doubt on the Company's ability to continue as a going concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our auditor's report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the
date of our auditor's report. However, future events or conditions may cause the Company to cease to continue as a
qoing concern.

e Fvaluate the overall presentation, structure and content of the financial statements, including the disclosures, and
whether the financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with the board of directors reqarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide the board of directors with a statement that we have complied with relevant ethical requirements reqarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear
on our independence, and where applicable, related safequards.

From the matters communicated with the board of directors, we determine those matters that were of most significance
in the audit of the financial statements of the current period and are therefore the key audit matters. We describe
these matters in our auditor's report unless law or requlation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Requlatory Requirements

Based on our audit, we further report that in our opinion:

(a) proper books of account have been kept by the Company as required by the Companies Act, 2017 (XIX of 2017);

(b) the statement of financial position, the statement of profit or loss, the statement of comprehensive income, the
statement of changes in equity and the statement of cash flows together with the notes thereon have been drawn
up in conformity with the Companies Act, 2017 (XIX of 2017) and are in agreement with the books of account and

returns;

(c) investments made, expenditure incurred and gquarantees extended during the year were for the purpose of the
Company's business; and

(d) no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980).

The engagement partner on the audit resulting in this independent auditor's report is Osama Kapadia.

S

A. F. Ferquson & Co.
Chartered Accountants
Karachi

Date: March 4, 2021

A. . FERGUSON & CO., Chartered Accountants, a member firm of the PwC network
State Life Building No. 1-C, 1.1. Chundrigar Road, P.O. Box 4716, Karachi-74000, Pakistan
Tel: +92 (21) 32426682-6/32426711-5; Fax: +92 (21) 32415007/32427938/32424740; <www.pwc.com/pk>

= KARACHI = LAHORE = ISLAMABAD

Annual Report 2020 | 93



STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2020

(Amounts in thousand)

ASSETS
Non-Current Assets

Property, plant and equipment
Biological assets

Intangibles

Right-of -use assets

Deferred tax asset - net

Long term advances and deposits

Current Assets

Stores, spares and loose tools
Stock-in-trade

Trade debts

Advances, deposits and prepayments
Other receivables

Sales tax recoverable

Taxes recoverable

Cash and bank balances

TOTAL ASSETS

94 | FrieslandCampina Engro Pakistan Limited

Note

O 00 N O Ut b

10
11
12
13
14
15

16

2020 2019
10,448,454 10,913,215
1,197,685 1,086,734
67.084 95,135
451,138 647,187
806,244 174,338
43,781 58,934
13,014,386 12,975,543
444,237 515,048
3,538,892 3,717,730
801,387 915,728
265,601 270,866
158,247 313,481
1,928,294 2,004,857
2,576,420 2,786,929
570,462 65,915
10,283,540 10,590,554
23,297,926 23,566,097

(Amounts in thousand)

EQUITY AND LIABILITIES
Equity

Share capital

Share premium

Employee share option compensation reserve

Remeasurement of post employment benefits - Remeasurement loss
Unappropriated profit / (loss)

Non-Current Liabilities

Long term:
- finances
- lease liability aqainst right-of-use assets
- other payables

Current Liabilities

Current portion of long term:
- finances
- lease liability against right-of-use assets
- other payables
Trade and other payables
Contract liabilities
Unclaimed dividend
Accrued interest / mark-up on:
- long term finances
- short term finances
Short term finances

Contingencies and Commitments

TOTAL EQUITY AND LIABILITIES

Note

17
18
19

20
21
22

20
21
22
23
24

25

26

The annexed notes 1 to 52 form an integral part of these financial statements.

R ey

Abdul Samad Dawood

Ali Ahmed Khan
Chairman Chief Executive Officer

2020 2019
7,665,961 7,665,961
865,354 865,354
100,446 115,517
(146.,432) (132,485)
62,315 (129,682)
8,547,644 8,384,665
4,663,004 3,200,000
258,219 413,752
118,452 -
5.039,675 3,613,752
1,239,502 800,000
240,097 235,692
39,069 -
7,814,922 8,226,126
215,144 140,926
8,507 8,731
87,570 131,474
65,796 208,581
- 1,816,150
9,710,607 11,567,680
14,750,282 15,181,432
23,297,926 23,566,097

Jo

Imran Husain
Chief Financial Officer
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STATEMENT OF PROFIT OR LOSS

FOR THE YEAR ENDED DECEMBER 31, 2020

[Amounts in thousand except for earnings / (loss) per share]

Note
Revenue from contracts with customers - net 27
Cost of sales 28
Gross profit
Distribution and marketing expenses 29
Administrative expenses 30
Other operating expenses 31
Other income 32
Operating profit
Finance cost 33
Profit / (loss) before taxation
Taxation 34
Profit / (loss) for the year
Earnings / (loss) per share - basic and diluted 35

The annexed notes 1 to 52 form an integral part of these financial statements.

R ey

Abdul Samad Dawood Ali Ahmed Khan
Chairman Chief Executive Officer
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44,155,023

(38,202,175)

38,567,019

(33.687,049)

5,952,848 4,879,970
(3.661,213) (3.678,992)
(1,154,310) (1,245,853)

(177.243) (246,874)

546,438 412,968

1,506,520 121.219

(1,238,840) (1,221,574)
267,680 (1,100,355)
(90,754) 145,490
176,926 (954,865)

0.23 (1.25)

Jo

Imran Husain
Chief Financial Officer

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED DECEMBER 31, 2020

(Amounts in thousand)

Note

Profit / (loss) for the year
Other comprehensive (loss) / income:

Items that will not be reclassified
to profit or loss

Remeasurement (loss) / qain of post employment benefits
obligation - remeasurement (loss) / gain 38.6

Less: Income tax relating to remeasurement loss / (gain)
Other comprehensive (loss) / income for the year, net of tax
Total comprehensive income / (loss) for the year

The annexed notes 1 to 52 form an integral part of these financial statements.

R ey

Abdul Samad Dawood Ali Ahmed Khan
Chairman Chief Executive Officer

2020 2019
—————————— Rupees----------
176,926 (954,865)
(19.643) 7,522
5,696 (2,181)
(13,947) 5,341
162,979 (949,524)

Jo

Imran Husain
Chief Financial Officer
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STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2020

(Amounts in thousand)

RESERVES
Note  Share CAPITAL REVENUE Total
capital
Share Employee Remeasurement  Unappropriated
premium share option of post profit / (loss)
(note 18) compensation  employment
reserve benefits
———————————————————————————————— Rupees--=--=--=-=-mmmmmmmm oo

Balance as at January 1, 2019 7,665,961 865,354 217,910 (137.826) 729,661 9,341,060
Employee share option scheme 19 - - (6,871) - - (6,871)
Transfer of employee share option compensation

reserve to unappropriated profit - - (95,522) - 95,522 -
Loss for the year - - - - (954,865) (954,865)
Other comprehensive income for the year - - - 5,341 - 5,341
Total comprehensive income / (loss) for the year - - - 5,341 (954,865) (949,524)
Balance as at December 31, 2019 /

January 1, 2020 7,665,961 865,354 115,517 (132,485) (129,682) 8,384,665
Transfer of employee share option compensation

reserve to unappropriated profit - - (15,071) - 15,071 -
Profit for the year - - - - 176,926 176,926
Other comprehensive loss for the year - - - (13,947) - (13,947)
Total comprehensive income / (loss) for the year - - - (13,947) 176,926 162,979
Balance as at December 31, 2020 7,665,961 865,354 100,446 (146,432) 62,315 8,547,644

The annexed notes 1 to 52 form an integral part of these financial statements.

R - 3 (-

Abdul Samad Dawood Ali Ahmed Khan
Chairman Chief Executive Officer
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S

Imran Husain

Chief Financial Officer

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2020

(Amounts in thousand)

CASH FLOWS FROM OPERATING ACTIVITIES

Cash generated from operations

Finance costs paid

Taxes paid

Contribution to the retirement benefits paid

Long term advances and deposits - net

Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of:
- property, plant and equipment
- intangibles

Proceeds from disposal of:
- property, plant and equipment
- biological assets
Net cash utilized in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from long term finances
Dividend paid
Repayment of lease liability against right-of-use assets

Net cash generated from / (utilized in) financing activities
Net increase in cash and cash equivalents

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

The annexed notes 1 to 52 form an integral part of these financial statements.

R ey

Abdul Samad Dawood
Chairman

Ali Ahmed Khan
Chief Executive Officer

Note

36

38.8

4.5
4.5

4.4

20.2

37

2020 2019
—————————— Rupees----------
3,959,546 3,254,046
(1,346,034) (990,078)
(506,455) (658,024)
(188,500) (95,674)
15,153 11,786
1,933,710 1,522,056
(1,594,105) (1,145,873)
(355) (12,221)
121,510 83,619
157,219 236,093
(1,315.731) (838,382)
1,957,142 -
(224) (620)
(254,200) (457,438)
1,702,718 (458,058)
2,320,697 225,616
(1,750,235) (1,975,851)
570,462 (1,750,235)

Jo

Imran Husain
Chief Financial Officer

Annual Report 2020 | 99




NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2020

(Amounts in thousand)

1.
1.1

1.2

1.3

2.1

2.1.1
2.1.2

2.1.3

2.1.4

LEGAL STATUS AND OPERATIONS

FrieslandCampina Engro Pakistan Limited (the Company), is a public listed company incorporated in Pakistan, under
the repealed Companies Ordinance, 1984 (now the Companies Act, 2017), and its shares are quoted on the
Pakistan Stock Exchange. The Company is a subsidiary of FrieslandCampina Pakistan Holdings B.V. (the Holding
Company) which is a subsidiary of Zuivelcotperatie FrieslandCampina UA (the Ultimate Parent Company) and its
reqistered office is situated at 5th Floor, the Harbor Front Building, Plot No. HC-3, Block-4, Scheme No. 5, Clifton,
Karachi.

The Business Units of the Company Include the Following:

Business Unit Geographical Location

Head Office 5th Floor, the Harbor Front Building, Plot No. HC-3, Block-4, Scheme No. 5, Clifton, Karachi.

Sahiwal Plant 8 km Road Pakpattan Road, Sahiwal.

Sukkur Plant Deh Miani Baghat, Tapa Rohri, Taluka Rohri, District Sukkur.

Dairy Farm Near Qalmi Quran Taluka Salehpat, District Sukkur.

Regional sales offices and milk collection centers are located across the country, the details of which are
impracticable to disclose in these financial statements as required under Paragraph 1 (i) of Part I of the 4th
Schedule to the Companies Act, 2017 (the Act).

The principal activity of the Company is to manufacture, process and sell dairy products, beverages, ice cream and
frozen desserts. The Company also owns and operates a dairy farm.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied 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.

Basis of Preparation

These financials statements have been prepared under the historical cost convention unless otherwise stated.

These financial statements have been prepared in accordance with the accounting and reporting standards as
applicable in Pakistan. The accounting and reporting standards applicable in Pakistan comprise of:

- International Financial Reporting Standards (IFRSs) issued by the International Accounting Standards Board
(IASB) as notified under the Act; and

- Provisions of and directives issued under the Act.

Where provisions of and directives issued under the Act differ from the IFRSs, the provisions of and directives issued
under the Act have been followed.

The preparation of financial statements in conformity with the above requirements requires the use of certain
critical accounting estimates. It also requires management to exercise its judgment in the process of applying
the Company's accounting policies. The areas involving high degree of judgment or complexity, or areas where
assumptions and estimates are significant to these financial statements are disclosed in note 3.

During the year, the management reassessed its reported segments and has concluded that dairy farm, which was
being reported as separate segment, no longer qualifies as a reportable segment, owing to fact that chief operating
decision makers are no longer reviewing the results of dairy farm separately. Operating results of dairy farm are now
being reported as part of dairy and beverages segment. Accordingly, all financial information related to dairy farm
has been reported as part of dairy and beverages segment and prior year results have been restated.
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2.1.5 Initial application of standards, amendments or interpretations to existing standards

2.2

2.3

2.4

a) Amendments to accounting and reporting standards that became effective during the year

There are certain amendments to the accounting and reporting standards that became effective during the
year ended December 31, 2020, however, these are considered not to have a significant impact on the
Company's financial reporting and operations and therefore have not been presented here.

b) Standards, amendments and interpretation to published standards that are not yet effective and have not
been early adopted by the Company

There is a standard and certain amendments to the accounting and reporting standards that are not yet
effective and are also not expected to have a significant impact on the Company's financial reporting and
therefore, have not been presented in these financial statements.

Property, Plant and Equipment

Owned

These are stated at cost less accumulated depreciation and impairment, if any, except for freehold land and capital
work-in-progress, which are stated at cost.

Depreciation is charged to profit or loss using the straight-line method whereby the cost of an operating asset less
its estimated residual value is written off over its estimated useful life at rates given in note 4.1. Depreciation on
additions is charged from the month in which the asset is available for use and on disposals upto the preceding
month of disposal.

Where parts of an item of property, plant and equipment have different useful lives and such are material, those
are accounted for as separate items of property, plant and equipment.

Subsequent costs are included in the asset's carrying amount or recognized 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 repairs and maintenance are charged to profit or loss during
the year in which these are incurred.

Assets residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting date. An asset's
carrying amount is written down immediately to its recoverable amount if the asset's carrying amount is greater
than its estimated recoverable amount and the resulting impairment loss is recognized in profit or loss. The
recoverable amount is higher of fair value, less cost of disposal and value in use. Reversal of impairment is effected
in the case of indications of a change in recoverable amount and is recognized in profit or loss, however, is restricted
to the net book value of the asset had there been no impairment.

The qain 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 recognized as an income or expense in the period of disposal or retirement.

Biological Assets

Livestock are measured at their fair value less estimated point-of-sale costs. Fair value of livestock is determined
by an external valuer on the basis of best available estimates for livestock of similar attributes.

Gains or losses arising from changes in fair value less estimated point-of-sale costs of livestock are recognized in
profit or loss.

Crops in the ground and at the point of harvest at the reporting date are measured at cost being an approximation
of fair value, as these are presently being used as internal consumption for cattle feed and have a very short
biological transformation and consumption cycle.

Intangibles - Computer Software

Intangibles are recognized if it is probable that the future economic benefits that are attributable to the asset will
flow to the Company and the cost of the asset can also be measured reliably.

Generally, costs associated with maintaining computer software programmes are recognized as an expense as
incurred. However, costs that are directly associated with identifiable software and have probable economic
benefits exceeding the cost beyond one year, are recognized as intangibles. Direct costs include the purchase cost
of software and related overhead cost.
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2.5

2.5.1

Expenditure which enhances or extends the performance of computer software beyond its original specification
and useful life is recognized as a capital improvement and added to the original cost of the software.

Computer software cost treated as intangibles are amortized from the date the software is put to use on straight-
line basis over a period of 5 years. The carrying amount of the intangibles is reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss
is recognized for the amount by which the assets carrying amount exceeds its recoverable amount in profit or loss.
Reversal of impairment losses are also recognized in profit or loss.

Financial Assets and Liabilities
Financial Assets
The Company classifies its financial assets in the following categories:

a) Amortized cost

Assets that are held for collection of contractual cash flows where those cash flow represents solely payments
of principal and interest are measured at amortized cost. Interest income from these financial assets,
impairment losses, foreign exchange qains and losses, and gqain or loss arising on derecognition are recognized
directly in profit or loss.

b) Fair value through other comprehensive income

Financial assets at fair value through other comprehensive income are held within a business model whose
objective is achieved by both collecting contractual cash flows and selling financial assets and the contractual
terms of the financial asset give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

c)  Fair value through profit or loss

Assets that do not meet the criteria for amortized cost or fair value through other comprehensive income or
assets that are designated at fair value through profit or loss using fair value option, are measured at fair value
through profit or loss. A qain or loss on debt instrument that is subsequently measured at fair value through
profit or loss is recognized in profit or loss in the year in which it arises.

The Company subsequently measures all equity investments at fair value. Where the Company's management
has elected to present fair value qains and losses on equity investment in other comprehensive income, there
is no subsequent reclassification of fair value gains and losses to profit or loss following the derecognition of
the investment. Dividends from such investments continue to be recognized in profit or loss as other income
when the Company's right to receive payments is established.

Changes in the fair value of financial assets at fair value through profit or loss are recognized in other gain /
(losses) in the statement of profit or loss as applicable. Impairment losses (and reversal of impairment losses)
on equity investments measured at fair value through other comprehensive income are not reported separately
from other changes in fair value.

Financial assets are derecognized when the rights to receive cash flows from the financial assets have expired
or have been transferred and the Company has transferred substantially all the risks and rewards of ownership.

2.5.2 Financial Liabilities

Financial liabilities are recognized at the time when the Company becomes a party to the contractual provisions
of the instrument. Financial liabilities at amortized cost are initially measured at fair value less transaction costs.
Financial liabilities at fair value through profit or loss are initially recognized at fair value and transaction costs are
expensed in profit or loss.

Financial liabilities, other than those at fair value through profit or loss, are subsequently measured at amortized
cost using the effective interest method.

A financial liability is derecognized when the obligation under the liability is discharged, cancelled or expired.
Where an existing financial liability is replaced by another from the same lender on substantially different terms,
or the terms of an existing liability are substantially modified, such an exchange and modification is treated as a
derecognition of the original liability and the recognition of a new liability, and the difference in respective carrying
amounts is recognized in profit or loss.
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2.5.3 Offsetting

2.6

2.7

2.8

A financial asset and financial liability is off-set and the net amount is reported in the statement of financial
position when there is a leqally enforceable right to set-off the transaction and also there is an intention to settle
on a net basis or to realize the asset and settle the liability simultaneously.

Impairment

a) Financial assets

The Company assesses on a forward looking basis the expected credit losses associated with its financial assets.
The Company applies the simplified approach to recognize lifetime expected credit losses for trade debts.

For financial assets other than trade debts, the Company applies general approach in calculating expected
credit losses. It is based on difference between the contractual cashflows due in accordance with the contract
and all the cashflows that the Company expect to receive discounted at the approximation of the original
effective interest rate. The expected cashflows will include cash flows from sale of collateral held or other
credit enhancements that are inteqral to the contractual terms.

Individually significant financial assets are tested for impairment on an individual basis. The remaining financial
assets are assessed collectively in groups that share similar credit risk characteristics.

The Company recognizes in profit or loss, as an impairment gain or loss, the amount of expected credit losses
(or reversals) that is required to adjust the loss allowance at the reporting date.

b) Non-Financial assets

The carrying amounts of non-financial assets are assessed at each reporting date to ascertain whether there
is any indication of impairment. If such an indication exists, the asset's recoverable amount is estimated to
determine the extent of impairment loss, if any. An impairment loss is recognized as an expense in profit or
loss. The recoverable amount is the higher of an asset's fair value less cost of disposal and value-in-use. Value-
in-use is ascertained through discounting of the estimated future cash flows using a discount rate that reflects
current market assessments of the time value of money and the risk specific to the assets. For the purpose of
assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash
flows (cash-generating units).

An impairment loss is reversed if there is a change in the estimates used to determine the recoverable amount.
An impairment loss is reversed only to the extent that the asset's carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation or amortization, if no impairment loss
had been recognized.

Stores, Spares and Loose Tools

These are valued at weighted average cost except for items in transit, which are stated at invoice value plus other
charges paid thereon till the reporting date. A provision is made for any excess book value over estimated realizable
value of items identified as surplus to the Company's requirements. Adequate provision is also made for slow
moving and obsolete items.

Spare parts of capital nature which can be used only in connection with an item of property, plant and equipment
are shown separately as major spare parts and stand-by equipment.

Stock-in-Trade

Stock-in-trade is valued at the lower of cost and net realizable value. Cost is determined using weighted average
method except for raw materials in transit which are stated at invoice value plus other charges paid thereon till
the reporting date. Cost of finished goods comprises purchase cost and other manufacturing expenses. The cost of
work in process includes material and proportionate conversion costs.

Milk is initially measured at its fair value less estimated point-of-sale costs at the time of milking. The fair value of
milk is determined based on market prices in the local area.

Net realizable value signifies the estimated selling price in the ordinary course of business less estimated cost
of completion and estimated costs necessary to make the sale. Provision is made for slow moving stocks where
considered necessary.
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2.9

2.13.1

2.13.2

Trade Debts and Other Receivables

Trade debts and other receivables are recognized initially at the amount of consideration that is unconditional,
unless they contain significant financing component in which case trade debts are recognized at fair value. The
Company holds the trade debts and other receivables with the objective of collecting the contractual cash flows
and therefore measures the receivables subsequently at amortized cost using the effective interest method.
Impairment of trade debts and other receivables is described in note 2.6.

Exchange qains and losses arising on translation in respect of 'trade debts' and 'other receivables' in foreign currency
are added to the carrying amount of the respective receivables.

Cash and Cash Equivalents

Cash and cash equivalents in the statement of cash flows include cash in hand and in transit, balances with
banks on current, deposit and saving accounts, short-term highly liquid investments subject to insignificant risk of
changes in values and short term finances. Short term finances on the statement of financial position are shown
as part of current liabilities.

Share Capital

Ordinary shares are classified as equity and are recorded at their face value. Incremental costs, if any, directly
attributable to the issue of new shares or options, are recognized in equity as a deduction, net of tax, from the
proceeds.

Employees’' Share Option Scheme

Equity-settled share-based payments to employees are measured at fair value at the grant date. The fair
value determined at the grant date of the equity settled share-based payments is recognized as an employee
compensation expense on a straight-line basis over the vesting period.

Fair value is measured using the Black-Scholes pricing model. The expected life used in the model has been
adjusted, based on management's best estimate for the effects of exercise restrictions.

When a vested option lapses on expiry of the exercise period, employee compensation expense already recognized
in the statement of profit or loss, is transferred to unappropriated profit from employee share option compensation
reserve in the statement of financial position.

When the options are exercised, employee share option compensation reserve relating to these options is transferred
to share capital and share premium. An amount equivalent to the face value of related shares is transferred to share
capital. Any amount over and above the share capital is transferred to share premium.

Staff Retirement and Other Service Benefits

Defined Benefit Plan

Engro Corporation Limited (an associated company) operates and maintains an approved defined benefit funded
gratuity plan (the Fund) on behalf of the Company, for all its permanent employees. The Fund provides for a
graduated scale of benefits dependent on the length of service of an employee on terminal date, subject to the
completion of minimum qualifying period of service. Gratuity is based on employees' last drawn basic salary.

Provisions are made to cover the obligations under the Fund on the basis of actuarial valuation carried out annually
by an external expert, using the 'Projected Unit Credit Method" All remeasurement gains and losses are recognized
in ‘other comprehensive income' as these occur.

The amount recognized in the statement of financial position represents the present value of defined benefit
obligations as reduced by the fair value of plan assets.

Defined Contribution Plan

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed contribution
into a separate entity and will have no leqal or constructive obligation to pay further amounts. Obligations for
contributions to defined contribution plans are recognized as an employee benefit expense in profit or loss when
they are due. Prepaid contributions are recognized as an asset to the extent that a cash refund or a reduction in
future payments is available.
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Engro Corporation Limited (an associated company) operates and maintains:

- an approved defined contribution provident fund on behalf of the Company for permanent employees of the
Company. Monthly contributions are made both by the Company and employees to the fund at the rate of
10% of basic salary; and

- an approved defined contribution gratuity fund for the benefit of management employees of the Company.
Monthly contributions are made by the Company to the fund at the rate of 8.33% of basic salary.

2.13.3 Compensated Absences

The Company accounts for compensated absences on the basis of unavailed leave balance of eligible employees
at the end of the year.

Borrowings

Borrowings are recognized initially at fair value, net of transaction costs incurred and are subsequently measured at
amortized cost using the effective interest method.

Borrowings are classified as current liabilities unless the Company has an unconditional / contractual right to defer
settlement of the liability for at-least twelve months after the reporting date.

Government Grants

Government grants are not recognized until there is reasonable assurance that the Company will comply with the
conditions attaching to them and that the grant will be received.

The benefit of a long-term finance at a below-market rate of interest is treated as a government grant, measured
as the difference between proceeds received and the fair value of the loan based on prevailing market interest rates.

Government grants related to long-term finances are recognized in profit or loss on a systematic basis over the
periods in which the Company recognizes as finance cost related to long-term finances at market rate of interest.

Lease Liability and Right-of-Use Asset

At inception of a contract, the Company assesses whether a contract is, or contains, a lease based on whether
the contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration. Lease terms are neqotiated on an individual basis and contain a wide range of different terms and
conditions.

In determining the lease term, management considers all facts and circumstances that create an economic incentive
to exercise an extension option or not exercise a termination option. Extension options (or periods after termination
options) are only included in the lease term if the lease is reasonably certain to extended (or not terminated).

The lease liability is initially measured at the present value of the lease payments over the period of lease term and
that are not paid at the commencement date, discounted using the interest rate implicit in the lease, or if that rate
cannot be readily determined, the Company's incremental borrowing rate.

Lease payments include fixed payments less any lease incentive receivable, variable lease payment that are based
on an index or a rate which are initially measured using the index or rate as at the commencement date, amounts
expected to be payable by the Company under residual value guarantees, the exercise price of a purchase option
if the Company is reasonably certain to exercise that option and payments of penalties for terminating the lease if
the lease term reflects the lessee exercising that option. The extension and termination options are incorporated in
determination of lease term only when the Company is reasonably certain to exercise these options.

The lease liability is subsequently measured at amortized cost using the effective interest method. The lease
liability is also remeasured to reflect any reassessment or lease modification, or to reflect revised in-substance
fixed lease payment.

The lease liability is remeasured when the Company reassesses the reasonable certainty of exercise of extension or
termination option upon occurrence of either a significant event or a significant change in circumstance, or when
there is a change in assessment of an option to purchase underlying asset, or when there is a change in amount
expected to be payable under a residual value quarantee, or when there is a change in future lease payments
resulting from a change in an index or rate used to determine those payment. The corresponding adjustment is
made to the carrying amount of the right-to-use asset, or is recorded in profit and loss if the carrying amount of
right-to-use asset has been reduced to zero.
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2.19

2.20

2.20.1

2.20.2

A change in scope of a lease, or the consideration for a lease, that was not part of the original terms and conditions
of the lease is accounted for as a lease modification. The lease modification is accounted for as a separate lease
if modification increase the scope of lease by adding the right to use one or more underlying assets and the
consideration for lease increases by an amount that is commensurate with the stand-alone price for the increase
in scope adjusted to reflect the circumstances of the particular contracts, if any. When the lease modification is
not accounted for as a separate lease, the lease liability is remeasured and corresponding adjustment is made to
right-of-use asset.

The right-of-use asset is initially measured based on the initial measurement of lease liability adjusted for any
lease payments made at or before the commencement date, plus any initial direct costs incurred and an estimate
of costs to be incurred to dismantle and remove the underlying asset or to restore the underlying asset or the site
on which it is located.

The right-of -use asset is subsequently measured at cost model. The right of use asset is depreciated on a straight
line method over the lease term as this method most closely reflects the expected pattern of consumption of
future economic benefits. The right-of-use asset is reduced by impairment losses, if any, and adjusted for certain
remeasurements of the lease liability.

The Company has elected to apply the practical expedient not to recognize right-of -use assets and lease liabilities
for short term leases that have a lease term of 12 months or less and leases of low-value assets. The lease
payments associated with these leases is recognized as an expense on a straight line basis over the lease term.

Trade and Other Payables

These are recognized initially at fair value and subsequently measured at amortized cost using the effective interest
method. Exchange qains and losses arising in respect of liabilities in foreign currency are added to the carrying
amount of the respective liabilities.

Trade payable under vendor financing arrangements are closely related to operating purchase activities and the
financing arrangement does not lead to any significant change in the nature or function of the liabilities. These
liabilities are therefore classified as trade payables as specified in note 23. The credit period does not exceed 12
months and the accounts payables are therefore not discounted.

Contract Assets and Liabilities

Contract asset is the Company's right to consideration in exchange for goods or services that the Company has
transferred to a customer when that right is conditioned on something other than the passage of time. If a
customer makes a payment or an amount of payment is due before the Company has satisfied its performance
obligations, the Company presents that amount as a contract liability.

Impairment of a contract asset is measured, presented and disclosed on the same basis as a financial asset that is
within the scope of IFRS 9.

Provisions

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

Taxation

Current

Provision for current taxation is based on the taxable income for the year, determined in accordance with the
prevailing law for taxation on income, using prevailing tax rates. The charge for current tax also includes tax credits
and adjustments, where considered necessary, for prior years determined during the year or otherwise considered
necessary for such years.

Deferred

Deferred income tax is accounted for using the liability method on all temporary differences arising between the
tax bases of assets and liabilities and the carrying amounts in the financial statements. Deferred tax liabilities are
recognized for all taxable temporary differences and deferred tax assets are recognized to the extent that it is
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2.21

2.22

2.23

2.24

2.25

2.26

2.27

probable that taxable profit will be available against which the deductible temporary differences, unused tax losses
and tax credits can be utilized.

Deferred income tax is determined using tax rates that have been enacted or substantively enacted by the reporting
date and are expected to apply when the related deferred income tax asset will be realized or the deferred income
tax liability will be settled. Deferred tax is charged or credited in profit or loss.

Foreign Currency Transactions and Translation

These financial statements are presented in Pakistan Rupees, which is the Company's functional currency. Foreign
currency transactions are translated into the functional currency using the exchange rates prevailing at the dates
of the transactions. Foreign exchange qains and losses resulting from the settlement of such transactions and from
the translation at year-end exchandge rates of monetary assets and liabilities denominated in foreign currencies are
recognized in profit or loss.

Revenue and Income Recognition

Revenue is recognized at a point in time when performance obligations are satisfied by transferring control of
promised qgoods or services to a customer. Revenue is measured at fair value of the consideration received or
receivable, excluding discounts, rebates and government levies.

Interest income on bank deposits and scrap sales are recognized on an accrual basis.

Research and Development Costs

Research and development costs are charged to income as and when incurred, except for certain development
costs which are recognized as intangibles when it is probable that the development project will be a success and
certain criteria, including commercial and technological feasibility have been met.

Borrowing Costs

Borrowing costs are recognized as an expense in the period in which these are incurred except where such costs
are directly attributable to the acquisition, construction or production of a qualifying asset, in which case, such
costs are capitalized as part of the cost of that asset. Borrowing costs include exchange differences arising from
foreign currency borrowings to the extent these are regarded as an adjustment to borrowing costs.

Earnings Per Share

The Company presents basic and diluted earnings per share (EPS) in respect of its ordinary shares. Basic EPS is
calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted
average number of ordinary shares outstanding during the year. Diluted EPS is determined by adjusting the profit
or loss attributable to ordinary shareholders and the weighted average number of ordinary shares outstanding for
the effects of all dilutive potential ordinary shares.

Dividend and Appropriation to Reserves

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

Segment Reporting

Operating segments are reported in @ manner consistent with the internal reporting provided to the chief operating
decision-maker. The chief operating decision-maker, who is responsible for allocating resources and assessing
performance of the operating segments, has been identified as the Board of Directors of the Company that makes
the strategic decisions.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances. The Company
makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing
material adjustment to the carrying amounts of assets and liabilities within the next financial year are as follows:
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a)

b)

c)

d)

e)

f)

Taxation

In making the estimates for current income taxes payable by the Company, the management considers
the applicable laws and the decisions / judgments of appellate authorities on certain issues in the past.
Accordingly, the recognition of deferred tax is also made, taking into account these judgments and the best
estimates of future results of operations of the Company. Deferred tax assets are recognized only to the extent
that it is probable that future taxable profits will be available against which the assets may be utilized.

Property, Plant and Equipment and Intangibles

The Company reviews the appropriateness of the rate of depreciation / amortization, useful lives and residual
values used for recording the depreciation / amortization on annual basis. Further, if required based on any
indication for impairment, an estimate of recoverable amount of assets is made for possible impairment.

Biological Assets

The fair values of biological assets (Dairy livestock) is determined semi-annually by utilizing the services of an
external expert. These valuations are mainly based on market conditions and physical attributes of livestock
existing at the end of each reporting period, which are subject to change at each period end due to market
conditions.

Stock-in-Trade

The Company reqularly reviews the net realizable value of stock-in-trade to asses any diminution in the
carrying values. Net realizable value is determined with reference to estimated selling price less estimated
expenditure to be incurred to make the sale.

Stores and Spares

The Company reviews stores and spares for possible impairment on an annual basis. Any change in the
estimates in future years might affect the carrying amounts of the respective items of stores and spares with
a corresponding effect on the provision.

Provision for Staff Retirement and Other Service Benefits

The present value of the obligations is determined by an independent actuary using a number of assumptions
and other factors. Any change in these assumptions and factors will impact the obligations recorded in the
financial statements.

2020 2019
—————————— Rupees----------
4. PROPERTY, PLANT AND EQUIPMENT
Operating assets (note 4.1) 10,099,093 10,328,104
Capital work-in-progress (note 4.5) 205,848 439,746
Major spare parts and stand-by equipment (note 10) 143,513 145,365
10,448,454 10,913,215
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4.1 Operating Assets

As at January 1, 2019

Cost

Accumulated depreciation
Accumulated impairment
Net book value

Year ended December 31, 2019
Opening net book value

Reclassification due to IFRS 16
Cost
Accumulated depreciation

Transfer in from right-of-use assets

Additions, including
transfers (note 4.5)

Disposals (note 4.4)

Cost

Accumulated depreciation
Accumulated impairment

Depreciation (note 4.3)

Impairment charge / reversal
(notes 4.6, 28, 29 and 30)

Write-off

Cost

Accumulated depreciation
Accumulated impairment

Closing net book value
As at December 31, 2019

Cost

Accumulated depreciation
Accumulated impairment
Net book value

Year ended December 31, 2020
Opening net book value

Additions, includin
transfers (note 4.5

Disposals (note 4.4)

Cost

Accumulated depreciation
Accumulated impairment

Depreciation (note 4.3)

Impairment charge
(notes 4.6, 28, 29 and 30)

Write-off

Cost

Accumulated depreciation
Accumulated impairment

Closing net book value
As at December 31, 2020

Cost

Accumulated depreciation
Accumulated impairment
Net book value

Annual rate of
depreciation (%)

Freehold Il3ulildinqs and Plant, machinery Corlnputer foice
land  civilworkson o4 oroted equipment equipment eqmpmlent
(note 4.7) freehold land (note 4.2) (note 4.2) an: flur!'nture Vehicles (note 4.2) Total
(note 4.7) Owned Leased fittings Owned Leased
———————————————————————————————————————————————— RUPEES == === ===
408,580 4,189,991 17,432,748 323383 346,629 387,452 790,264 1389 23,880,436
- (1,647,793) (9,929,068) (82359) (220,615) (321.832) (470,225) (1,389) (12,673,281)
- (850) _ (200,450) - 9) (1,509) (529) - (203.347)
408,580 _ 2,541,348 _ 7303230 _241,024 _ 126,005 64,111 319,510 - 11,003,808
408,580 2,541,348  7,303230 241,024 126,005 64,111 319,510 - 11,003,808
- | | - | | - | |(323,383) | | - | | - | | 7.389 | | (1,389) | | (323,383) |
- - - 82,359 - - (1.389) 1,389 82,359
- - - (241,024) - - - - (241,024)
- - 215,531 - - - - - 215,531
2,395 129,612 830,423 - 81,584 32,876 278,300 - 1,355,190
- - || (248,454) - || (24,346) (4,290) | [ (124,079) - (401,169)
- - 228979 - 23,373 4,072 100,686 - 357,110
- - 4,787 - - 3 - - 4,790
- - (14,688) - (973) (215) (23,393) - (39,269)
- (213425 (1.501,413) - (66,276) (21,041)  (143,344) - (1,945,499
- - (16,033) - (158) (3.742) (700) - (20,633)
- - (513) - (243) (2.573) - - (3.329)
- - 446 - 76 2420 - - 2,942
- - 67 - 167 153 - - 387
410,975 _ 2457535 _ 6,817,050 - 140182 71,989 430,373 - 10,328,104
410975  4.319,603 18,229,735 - 403,624 413,465 945,874 - 24,723,276
- (1.861,218) (11,201,056) - (263442) (336,381) (514.272) - (14,176,369)
- 850) _ (211,629) - - (5,095) (1,229) - (218,803)
410,975 _ 2457535 _ 6,817,050 - 140182 71,989 430,373 - 10,328,104
410975 2457535 6,817,050 - 140182 71,989 430,373 - 10,328,104
5167 154,734 1,214,945 - 53,781 33,069 366,313 - 1,828,003
- -1 [ (274.,694) -1 (6,637) (6,759) ] [ (179,085) - (407,175)
- - 194,948 - 5983 6,422 154,837 - 362,190
- - (19.746) - (654) (337) (24,248) - (44,985)
- (214,586) (1,521,037) - (71,299) (21,756)  (163,010) - (1,991,688)
- (51) (17,949) - (208) (1,894) (239) - (20,341)
- (14,751) (77.219) - (409) - (4.251) - (96,630)
- 14,701 59,560 - 274 - 3,109 - 77,644
- 50 17,659 - 135 - 1,142 - 18,986
416,136 _ 2,397,632 _ 6473263 - 121802 81,071 609,189 - 10,099,093
416,136 4,459,586 19,152,767 - 450,359 439,775 1,128,851 - 26,047,474
- (2061,103) (12467,585) - (328484) (351,715)  (519,336) - (15,728,223)
- (851) _(211,919) - 73 (6,989) (326) - (220,158)
416,136 _ 2,397,632 _ 6473263 - 121802 81,071 609,189 - 10,099,093
- 5t033.3 _833t025 20 20to 333 20 25 25
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(Amounts in thousand)

4.2

4.2.1

4.3

Includes Following Assets Held by Third Parties:

2020 2019
Net Net
Description Cost Book Value Cost Book Value

Reason (note 4.2.1)

Plant, machinery and related
equipment 298,705 145,559 218,429 78,211  Equipment mounted on transport
contractors' vehicles.

Plant, machinery and related
equipment 1,624,246 973,812 1,324,491 704,244 Freezers held with third party for
ice cream sales.

Computer equipment 16,597 = 16,597 - Computer equipment manaqed
by a third party for disaster
recovery.

Vehicles 244,295 133,566 225,396 135,970 Trikes held with third party for ice

cream sales.

2,183,843 1,252,937 1,784913 918425

In view of the nature of items that are being held by large number of the Company's business partners, the
Company considers it impracticable to disclose particulars of assets not in the possession of the Company as
required under Paragraph 12 of Part II of the Fourth Schedule to the Act.

2020 2019
—————————— Rupees----------
The Depreciation Charge has been Allocated as Follows:
- Cost of sales (note 28) 1,654,878 1,675,892
- Distribution and marketing expenses (note 29) 313,441 251,770
- Administrative expenses (note 30) 23,369 17,837
1,991,688 1,945,499
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(Amounts in thousand)

The Details of Operating Assets Disposed off During the year are as Follows:

Description and
method of disposal Sold to

Vehicles

By the Company policy to existing /
separating employees Muhaimin Mahmood Khan

Mohsin Mahmood

Sold through auction under

the Company policy Muhammad Wagar Alam

By the Company policy to existing /
separating employees having
net book value of less than Rs. 500

Insurance claim EFU General Insurance Limited

Plant, machinery and related
equipment - owned

Sold through bidding/auction
under the Company policy having
net book value of less than Rs. 500

Office equipment

Sold through bidding/auction
under the Company policy having
net book value of less than Rs. 500

Computer equipment

Sold through bidding/auction
under the Company policy having
net book value of less than Rs. 500

December 31, 2020

December 31, 2019

Cost Accumulated Net Sale Gain /
depreciation book proceeds (loss)
and value
impairment
———————————————————————————— Rupees---=====-=-mmmmm o
2,398 (674) 1,724 1.734 10
878 (198) 680 510 (170)
12,746 (11,471) 1,275 10,425 9,150
16,022 (12,343) 3,679 12,669 8,990
162,265 (141,862) 20,403 56,411 36,008
798 (632) 166 754 588
179,085 (154,837) 24,248 69,834 45,586
214,694 (194,948) 19,746 49,193 29,447
6,759 (6,422) 337 1.241 904
6,637 (5,983) 654 1,242 588
407175 (362,190) 44,985 121,510 76,525
401,169 (361,900) 39,269 83,619 44,350
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(Amounts in thousand)

4.5

4.6

4.7

Capital Work-in-Progress

Office
Building on m:cl;?:ér 1S and milk chl;::::::::z
Land freehold Y automation - Vehicles Total
and related . Fittings/
land . projects
equipment Computer
equipment
——————————————————————————————————————— RUpe@S-—=====mmm oo
Year ended December 31, 2019
Balance as at January 1, 2019 - 64,819 421,106 21,711 35,685 127,453 670,774
Additions during the year 2,395 124,507 687,912 12,221 104,447 226,612 1,158,094
Transferred to:
- operating assets (note 4.1) (2395) (129,612 (830,423) - (114,460)  (278,300)  (1,355,190)
- intangibles (note 6) - - - (33932) - - (33,932)
Balance as at December 31, 2019 - 59,714 278,595 - 25,672 75,765 439,746
Year ended December 31, 2020
Balance as at January 1, 2020 - 59,714 278,595 - 25,672 75,765 439,746
Additions during the year 5,161 108,948 1,040,858 355 77,669 361,469 1,594,460
Transferred to:
- operating assets (note 4.1) (5161)  (154,734)  (1,214,945) - (86,850)  (366,313)  (1,828,003)
- intangibles (note 6) - - - (355) - - (355)
Balance as at December 31, 2020 - 13,928 104,508 - 16,491 70,921 205,848

During the year, the Company has recorded an impairment charge, net of reversal, amounting to Rs. 20,341
(2019: Rs. 20,633) aqainst idle assets, determined on the basis of fair value of the assets less cost of disposal. The
Company based on a review for impairment on the operating assets identified that the carrying values of certain
operating assets in Dairy and Beverages seqment exceed the estimated recoverable amounts. These assets were
deemed as idle primarily due to discontinuation of certain SKUs to rationalize product portfolio of the Company.
The recoverable amount of these assets amounted to Nil (2019: Nil) determined on the basis of fair value less
cost of disposal of underlying assets which is based on the historical experience of net recovery proceeds on similar
nature of assets. The valuation is considered to be level 3 in the fair value hierarchy due to unobservable inputs
used in the valuation.

The Details of Immovable Fixed Assets (i.e. Land and Buildings) are as Follows:

Total Area

of Land in
Description of location = Addresses Square Yards
Production Plant 8 km Road Pakpattan Road, Sahiwal. 485,641
Production Plant Deh Miani Baghat, Tapa Rohri, Taluka Rohri, District Sukkur. 148,104
Dairy Farm Near Qalmi Quran Taluka Salehpat, District Sukkur. 1,064,800
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5.1

5.2

5.3

5.4
5.5

(Amounts in thousand)

2020 2019
—————————— Rupees----------
BIOLOGICAL ASSETS
Dairy livestock (note 5.1):
- mature 726,296 750,129
- immature 529,023 458,129
1,255,319 1,208,258
Provision for culling (notes 5.2 and 31) (57,702) (121,553)
1,197,617 1,086,705
Crops - feed stock 68 29
1,197,685 1,086,734
Reconciliation of Carrying Amounts of Livestock
Carrying amount at the beginning of the year 1,086,705 1,207,391
Add:
Changes in fair value due to biological transformation:
- Gain due to new births [inclusive of cost of feeding
immature herd of Rs. 258,485 (2019: Rs. 254,775)] 304,883 313,479
- Loss due to increase in age of livestock (117,220) (62,514)
187,663 250,965
Changes in fair value due to price changes:
- Gain due to currency devaluation 36,181 146,407
- Gain / (loss) due to change in
international market prices 80,043 (82,985)
116,224 63,422
Total qain (note 32) 303,887 314,387
Less:
- Decrease due to deaths / disposals (135.273) (313,520)
- Provision for culling (note 5.2) (57,702) (121,553)
Carrying amount at the end of the year, which
approximates the fair value 1,197,617 1,086,705

Represents provision in respect of low yielding animals, animals having poor health and animals to be culled due
to capacity constraints.

As at December 31, 2020, the Company held 3,151 (2019: 3,391) mature assets able to produce milk and
2,162 (2019: 2,076) immature assets that are being raised to produce milk in the future. During the year,
the Company produced approximately 21,523,666 (2019: 20,485,240) gross litres of milk from these
biological assets.

As at December 31, 2020, the Company held 47 (2019: 43) immature male calves.

The valuation of dairy livestock as at December 31, 2020 has been carried out by an external valuer. In this
reqard, the valuer examined the physical condition of the livestock, assessed the farm conditions and relied on
the representations made by the Company as at December 31, 2020. Further, market and replacement values
of similar live stock from active markets in USA, EU and Australia, have also been used by the valuer as a basis
of valuation. Immature male calves have not been included in the fair valuation due to the insignificant value in
use. The valuation is considered to be level 2 in the fair value hierarchy due to observable market data other than
quoted prices in active markets.

Annual Report 2020 | 113



(Amounts in thousand) (Amounts in thousand)

6. INTANGIBLES - Computer Software
Net Carrying Value

7.1 The Depreciation Charge has been Allocated as Follows:

Balance at beginning of the year 95,135 92,420 N C(,)St.Of s:ales (note 28)' 125,656 176,325
Add: Additions at cost (note 4.5) 355 33,932 - Distribution and marketing expenses (note 29) 28,079 27,745
I[ess: \/>thortiz%;cion charge for the year (notes 6.1 and 30) (28,406) (28,555) - Administrative expenses (note 30) 87,975 92213
ess: Write-o
241,710 296,283
Cost = (9.424) : .
Accumulated amortization = ’ { 6,762
- (2,662) 8. DEFERRED TAX ASSET - Net
Balance at end of the year 67,084 95,135
Gross Carrying Value Debit balances arising due to:
- Provisions for stock-in-trade, stores and spares
Cost o 464,275 463,921 and receivables 104,782 55,835
INe;ts.bggiu\l;gtJulgted amortization (39677'1(;3814% (36985'718365) - Minimum turnover tax (note 8.1) 1,056,795 998,644
' ' - Share issuance cost, net to equity 11.234 11,234
6.1 The cost is being amortized over a period of 5 years - Lease liability aqainst right-of-use assets 144,513 188,344
7. RIGHT-OF-USE ASSETS IESINi824 1,254,057
Credit balances arising due to:
Land and Plant and Vehicles Total - Accelerated tax depreciation / amortization (21,910) (566,086)
buildings equipment - Right-of-use assets (130,830) (187.684)
—————————————————————— Rupees-—------------oee- _ i i
Year ended December 31, 2019 ~ gﬁ}lsgcal assets (?2?1782?; (3(1 8183451%
Impact on adoption of IFRS 16 ' I
S R R CLos0  1.079.719)
Accumulated depreciation - . - . . '
390,131 419,467 - 809,598
Additions 72445 _ 150,356 222,801 8.1 The Company has recognized deferred tax asset on Minimum' turnover tax of ta>'<able turnover amounting to Rs.
. 1,056,795 (2019: Rs. 998,644) as the Company, based on its financial projections, expects to recoup it in the
D'Scposal ensuing years. The Company carries out periodic assessments to determine if the Company would be able to
ost | (288) | | (18,799) | | - | | (19,087) | I, . . v . .
Accumulated depreciation 288 18,799 - 19,087 recoup minimum turnover tax paid against the tax liability of the Company for future years. This process relies on
} - - - - the assessment of the Company's profitability forecast, which in turn is based on assumptions concerning future
Traggﬁ;r out to operating assets . 373383 - (373383 economic conditions and business performance.
Accumulated depreciation | - || 107.852 || - || 107.852 |
- (215,531) - (215,531) 2020 2019
Depreciation charge (note 7.1) (147,506) (136,219) (12,558) (296,283) 9 LONG.TERM ADVANCES AND DEPOSITS Rupees----------
Remeasurement 1,950 124,652 - 126,602 . - Unsecured, Considered Good
Closing net book value 317,020 192,369 137,798 647,187 ( )
Advances to employees (notes 9.1, 9.2 and 9.3 242 5,792
At December 31, 2019 Less: Recoverable within one year shown
Cost 464,238 284,296 150,356 898,890
Accumulated depreciation (147.218) (91.927) (12.558) (251,703) under current assets (note 13) (Z1°) (2.975)
Net book value 317,020 192,369 137,798 647,187 23 2,817
Year ended December 31, 2020 Deposits 43758 56117
Opening net book value 317.020 192,369 137,798 647,187 43,781 58034
Additions 7,026 - 36,954 43,980
o l 9.1 Reconciliation of the Carrying Amount of
isposa
Cost (1.084) | | - | | - | | (7.084) Advances to Employees
Accumulated depreciation 1.084 - - 1.084
- - - - Balance as at January 1 5,792 27,210
Depreciation charge (note 7.1) (126,297) (72,948) (42,465) (241,710) ﬁddi Disbursements - -
ess:
Remeasurement (34,943) 37.731 (1,107) 1,681 - Repayments B (18.627)
Closing net book value 162,806 157,152 131,180 451,138 - Amortization (5.550) (2,791)
Balance as at December 31 242 5,792
At December 31, 2020
Cost 435,237 322,027 186,203 943,467
Accumulated depreciation (272,431) (164,875) (55,023) (492,329)
Net book value 162,806 157,152 131,180 451,138
Rate of depreciation (%) 20 - 50 20 - 33.33 25
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(Amounts in thousand) (Amounts in thousand)

9.2 These include interest free advances to employees for vehicles given in accordance with the terms of employment 2020 2019
under the vehicle earn-out scheme. These advances are amortized over a period of 48 months, unless repaidas Rupees-—---------
a result of change in employee classification level or leaving the Company. These also include investment loan 11.5 The Movement in Provision During the Year is as Follows:
plan assistance repayable after 3 years in lump sum and long-term incentive given to certain employees which is
amortized over a period of 3 years, unless repaid as a result of leaving the Company. Balance as at January 1 15,889 49,859
9.3 These include advances to key management personnel amounting to Rs. 115 (2019: Rs. 206). The maximum Provision / (reversal of provision) against
aggreqate amount due from them at the end of any month during the year was Rs. 207 (2019: Rs. 299). slow moving stock-in-trade (note 28) 19,450 (29,123)
Stock-in-trade written off (4,010) (4,847)
9.4 The carrying values of these financial assets are neither past due nor impaired. The credit quality of these financial Balance as at December 31 31,329 15.889

assets can be assessed with reference to no defaults ever.
12. TRADE DEBTS - Unsecured

2020 2019
__________ Rupees--—-=---- Considered good (notes 12.1 and 12.2) 801,387 915,728
| . . ' !
10. STORES, SPARES AND LOOSE TOOLS Considered doubtful (note 12.3) 17,772 2,092
Jrores 20298 0612 Less: Provision for impairment (note 12.3) (81179'717529) 9(12768922?
Spares and loose tools, including in-transit 735,754 754,356 ess: Provision for impairment (note 12. 801' 387 91 5 758
832,052 834,968 ' '
Less: Provision for slow moving spares and loose tools (244.302) (174.555) 12.1  As at December 31, 2020, trade debts aggreqating to Rs. 93,870 (2019: Rs. 13,658) were past due but not
. . 587,750 660,413 impaired. These relate to various customers and have either been confirmed / acknowledged by the customer or
Less: Major spare parts and stand by equipment - shown cleared subsequent to the year end.
under property, plant and equipment (note 4) (143,513) (145,365)
444,237 515,048 12.2  As at December 31, 2020, trade debts agqreqating to Rs. 707,517 (2019: Rs. 902,070) were neither past due
nor impaired. The credit quality of these receivables can be assessed with reference to their historical performance
10.1  The Movement in Provision During the Year is as Follows: with no defaults ever.
12.3  As at December 31, 2020, trade debts aggreqating to Rs. 17,772 (2019: Rs. 2,092) were deemed to have been
Balance as at January 1 174,555 120,506 impaired and provided for. Trade debts amounting to Rs. 112 (2019: Nil) were considered irrecoverable and have
Provision aqainst slow moving spares (note 28) 69.747 54,049 been written off during the year. The movement in provision during the year is as follows:
Balance as at December 31 244,302 174,555
2020 2019
11. STOCK-IN-TRADE e Rupees----------
Raw and packaging material (notes 11.1 and 11.4) 2,348,105 2,691,553 Balance as at January 1 2,092 45
Work in process (note 11.2) 355,030 433,776 Provision for impairment of trade debts (note 30) 15,680 2,047
Finished goods (note 11.3) 867,086 608,290 Balance as at December 31 17,772 2,092
3,570,221 3,733,619
Less: Provision for expired / obsolete stock (note 11.5) (31,329) (15,889) 13. ADVANCES, DEPOSITS AND PREPAYMENTS
3,538,892 3,717,730 - Unsecured, Considered Good
11.1  Includes Rs. 459,314 (2019: Rs. 572,263) in respect of raw and packaging material held by third parties. Advances to employees (note 13.1) 29,552 32,611
11.2  Includes Rs. 126,121 (2019: Rs. 76,549) in respect of semi-finished stock held by third parties. Add: Current portion of long term advances
to employees (note 9) 219 2,975
11.3 Include Rs. 11,046 (2019: Rs. 8,892) in respect of finished goods held by third parties and Rs. 61,132 (2019: 29,771 35,586
’ 36,491) in respect of finished goods stock carried at net realizable value.
. ) . . - . Advances to suppliers 121,254 174,464
11.4  Stock amounting to Rs. 4,010 (2019: Rs. 4,847) has been written off against provision during the year. Deposits 8.787 13,491
Prepayments 105,789 47,325
265,601 270,866

13.1  These include advances to key management personnel amounting to Rs. 2,528 (2019: Rs. 3,477). The maximum
aggregate amount due from them at the end of any month during the year was Rs. 3,968 (2019: Rs. 5,043).

13.2  The carrying values of these financial assets are neither past due nor impaired. The credit quality of these financial
assets can be assessed with reference to no defaults ever.
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14.

14.1

14.2

15.
15.1

15.2

15.3

2020 2019
—————————— Rupees----------
OTHER RECEIVABLES
Receivable from related parties (note 14.1):
- FrieslandCampina Nederland B.V. 34,322 70,034
- Dutch Lady Milk Industries Berhad = 1,836
- FrieslandCampina AMEA Pte Limited 4,517 946
- FC Thailand Make = 95
- Alaska Milk Corporation - Philippines 1,359 -
- PT Frisian Flag Indonesia 511 -
40,709 72,911
Others 117,538 242,570
Gross amount 158,247 315,481
Less: Provision for impairment - (2,000)
158,247 313,481

The maximum aqqgreqate amount due from related parties at the end of any month during the year was Rs.
68,968 (2019: Rs. 74,311).

As at December 31, 2020, other receivables amounting to Nil (2019: Rs. 2,000) were past due and impaired. The
carrying values of other receivables are neither past due nor impaired. The credit quality of these financial assets
can be assessed with reference to their historical performance with no defaults.

SALES TAX RECOVERABLE

On November 29, 2016, the Deputy Commissioner Inland Revenue (DCIR) after conducting sales tax audit for the
year ended December 2013 raised sales tax demand amounting to Rs. 158,826 including penalty. The demand
primarily arose on account of (i) mismatch of input tax claimed with suppliers output tax on FBR portal; (i) alleged
unlawful adjustment of input tax; and (iii) alleged non-withholding of sales tax on certain supplies. On February
28,2019, CIR (Appeals) upheld the demand of DCIR in respect of mismatch of input tax claimed and remanded
back adjustment of input tax. Being aqqgrieved with the impugned order, the Company has filed appeal before
the Appellate Tribunal Inland Revenue (ATIR) on May 29, 2019, which is pending for adjudication and based on
the opinion of its tax consultant, is confident of a favorable outcome of the appeal, and, accordingly sales tax
recoverable has not been reduced by the effect of aforementioned order.

The DCIR issued show cause notices for sales tax on tea whitener and dairy drink product i.e. Tarang' and 'Omung’
respectively for year 2013 on October 17, 2017 and for years 2014, 2015 and 2016 on March 9, 2018
agqreqating to Rs. 14,886,500 challenging the exemption / zero rating on these products. Aqainst the show cause
notices the Company had filed Constitutional Petitions before the High Court of Sindh for year 2013 on October
25, 2017 and for years 2014, 2015 and 2016 on March 15, 2018, and had obtained an interim injunction
aqainst adverse action by tax authorities on the same day. The High Court of Sindh vide its order dated November
18, 2020 has upheld Company's view with respect to 'Tarang’ in view of the decision of the Classification
Committee obtained by the Company on February 11, 2019. With respect to 'Omung’ the Court has suspended
the notice, advising that the FBR may refer the matter to the Classification Committee, for a decision afresh; and till
such time no action can be taken aqainst the Company. The amount of show cause notices pertaining to 'Omung’
aqqregate to Rs. 1,480,841. In case the Classification Committee (for Omung) decides against the Company, the
Company can avail all legal remedies available to it. The Company has appealed the decision with respect to Omung
in the Supreme Court, the decision of which is pending for adjudication. Based on the opinion of its legal advisor,
the Company is confident of a favorable outcome of this matter.

The Assistant Commissioner Inland Revenue passed an order on September 17, 2019 for the tax periods July 2013
to June 2018 raising demand amounting to Rs. 245,575 including penalty and default surcharge by disallowing
input tax on certain items and purchases from blacklisted / suspended vendors. On December 26, 2019, CIR
(Appeals) passed an order allowing input tax on purchases from blacklisted / suspended vendors and remanded
back claim of input tax on certain items. Being aqgrieved with the impugned order, the Company has filed appeal
before the ATIR on February 20, 2020, which is pending for adjudication. The Company based on the opinion of
its tax consultant, is confident of a favorable outcome of the appeal, and, accordingly sales tax recoverable has not
been reduced by the effect of aforementioned order.
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16.

17.

171

17.2

18.

19.

2020 2019
—————————— Rupees----------
CASH AND BANK BALANCES
Cash at bank on:
- current accounts - conventional [including foreign
currency account of Rs. 28,107 (2019: Rs. 27,431)] 532,656 29,080
- current accounts - Islamic 857 832
- savings accounts [including foreign currency
account of Rs. 34,315 (2019: Rs. 33,231)] 36,949 36,003
570,462 65,915
SHARE CAPITAL
Authorized Capital
850,000,000 (2019: 850,000,000) ordinary shares
of Rs. 10 each 8,500,000 8,500,000
Issued, Subscribed and Paid-up Capital
766,596,075 (2019: 766,596,075) ordinary shares
of Rs. 10 each fully paid in cash (note 17.1) 7,665,961 7,665,961

As at December 31, 2020, FrieslandCampina Pakistan Holdings B.V. (the Holding Company) held 390,963,999
(2019: 390,963,999) ordinary shares of Rs. 10 each and Engro Corporation Limited held 306,075,947 (2019:
306,075,947) ordinary shares of Rs. 10 each.

The Company has only one class of ordinary shares which do not carry any rights to a fixed income. The holders
of the shares are entitled to receive dividends as declared from time to time and are also entitled to one vote per
share at meetings of the Company. All shares rank pari passu with regards to the Company's residual assets. The
Shareholders' Agreement executed between FriestandCampina Pakistan Holding B.V. and Engro Corporation Limited
(ECL) provides certain restricted matters that require prior ECL approval. These matters include but are not limited
to loans to a third party over a prescribed limit (not included in the Business Plan), purchase / acquisition / sale /
disposition of a business over a prescribed limit (not included in Business Plan) and creation of Board committees.

SHARE PREMIUM
This reserve can be utilized by the Company only for the purpose specified in section 81 of the Act.

EMPLOYEES' SHARE OPTION SCHEME

In 2013, the shareholders of the Company approved Employees' Share Option Scheme (the Scheme) for granting
of options to certain critical employees up to 16,900,000 new ordinary shares, to be determined by the Board
Compensation Committee.

Under the Scheme, options were granted in the years 2013 to April 2015. 50% of the options granted were to
vest in two years whereas the remaining 50% were to vest in three years from the date of the grant of options.
These options are exercisable within 3 years from the end of vesting period. As at December 31, 2020, options
for 3,531,250 shares have been vested while options for remaining 13,368,750 shares have lapsed till December
31, 2020 with the expiry of the Scheme.

The details of share options granted to date under the Scheme, which remained outstanding as at December 31,
2020 are as follows:

- number of options 3,531,250
- range of exercise price Rs. 210.28 - Rs. 308.61
- weighted average remaining contractual life 2.39 years
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20.

20.1

20.2

The weighted average fair value of options granted to date, as estimated at the date of grant using the Black-
Scholes model was Rs. 28.39 per option. The following assumptions have been used in calculating the fair values
of the options:

Options granted

Options granted Options granted

in 2015 in 2016 in 2017
Options granted and outstanding:

- number of options 400,000 3,006,250 125,000
- share price Rs. 107.67 Rs. 156.85 Rs. 168.19
- exercise price Rs. 210.28 Rs. 305.18 Rs. 308.61
- expected volatility 30.32% 34.86% 25.74%
- expected life 3.5 years 3.5 years 3.5 years
- annual risk free interest rate 7.93% 6.15% 6.12%

The volatility has been measured as the standard deviation of quoted share prices over the last one year from each
respective / expected grant date.

The time period under the Scheme for granting of share options expired in April 2015. However, the Company
obtained approval of shareholders for extension in share options grant period for further 3 years in the Annual
General Meeting held on April 27, 2015. The approval from the SECP for aforementioned modification in the
Scheme and the related vesting period has also been received through letter dated Augqust 31, 2015.

LONG TERM FINANCES, Secured
(Non-Participatory)

Long Term Finances Utilized Under Mark-Up Arrangements:

Instalments 2020 2019
Number Commencing from Interest Rate ~  ------------- Rupees-------------
Long term finances
Bank Al-Habib Limited 4 half yearly ~ October 7, 2021 6 months KIBOR + 0.05% 2,000,000 2,000,000
Habib Bank Limited 4 half yearly ~ October 7, 2021 6 months KIBOR + 0.05% 2,000,000 2,000,000
MCB Bank Limited 4 half yearly  June 27, 2023 3 months KIBOR + 0.25% 1,000,000 -
Habib Metropolitan Bank
Limited (note 20.4) 8 quarterly ~ March 31, 2021 2% - 3% 902,506 -
5,902,506 4,000,000
Less: Current portion shown under current liabilities (1,239,502) (800,000)
4,663,004 3,200,000

The above finances are secured by registered floating charges / mortgages over the present and future operating
assets of the Company up to a maximum of Rs. 9,750,000 (2019: Rs. 10,042,000).

Following are the changes in the long term finances (i.e. for which cash flows have been classified as financing
activities in the statement of cash flows):

2020 2019

—————————— Rupees----------

Balance as at January 1 4,000,000 4,000,000
Proceeds from long term finances 1,957,142 -
Less: Amount recognized as government grant (note 22.1) (76.720) -
1,880,422 -

Add: Amortization of long term finance (note 22.1) 22,084 -
Balance as at December 31 5,902,506 4,000,000
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20.3

20.4

21.

22.

22.1

22.2

In light of the relief granted by the State Bank of Pakistan (SBP) vide Banking Policy and Regulation Department
(BPRD) Circular Letter No. 13 of 2020 dated March 26, 2020, the Company sought relaxation in repayment
terms in respect of its long term finance facilities from Habib Bank Limited and Bank Al-Habib Limited. The
principal payments of these loans which were due in October 2020 and April 2021 have been deferred for a period
of one year thereby extending the overall maturities of these liabilities by the same period.

During the year, the Company entered into a long term loan agreement with Habib Metropolitan Bank Limited
amounting to Rs. 957,142 under the Refinance Scheme for Payment of Wages and Salaries to the Workers and
Employees of Business Concerns by SBP. The loan is repayable in eight equal quarterly instalments, starting from
March 2021. The loan carries mark-up ranging from 2% to 3% per annum starting from the date of disbursement
and is payable in arrears on quarterly basis. The loan has been recognized at fair value (i.e. present value of loan
receipts discounted using prevailing market interest rate for a similar instrument) and the differential amount has
been booked as Government grant as disclosed in note 22.1. The loan amount is being accreted using the effective
interest rate method with the corresponding effect on the interest expense for the year in the profit or loss.

2020 2019
—————————— Rupees----------
LEASE LIABILITY AGAINST RIGHT-OF-USE ASSETS
Non-current portion 258,219 413,752
Current portion 240,097 235,692
Total lease liability as at December 31 498,316 649,444
Maturity analysis:
within 1 year 240,097 235,692
between 1 to 2 years 126,876 227,817
between 2 to 3 years 124,443 99,046
between 3 to 4 years 6,900 86,667
between 4 to 5 years = 222
498,316 649,444
OTHER PAYABLES
Government grant on a long term finance (note 22.1) 15,567 -
Deferred liability (note 22.2) 102,885 -
118,452 -
The Movement is as Follows:
2020 2019
—————————— Rupees----------
Recognition of government grant on long term finance 76,720 -
Less: Amortization for the year (22,084) -
54,636 -
Less: Current portion shown under current liabilities (39,069) -
Balance as at December 31 15,567 -

Represents non-current portion of amount payable in respect of Gas Infrastructure Development (GIDC) amounting
to Rs. 102,885 (2019: Nil). During the year, the Supreme Court of Pakistan upheld the Gas Infrastructure
Development Cess Act, 2015 to be constitutional and intravires. The Supreme Court has allowed settlement of
GIDC over a period of time.
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23.3
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24.

25.
25.1

2020 2019
—————————— Rupees----------
TRADE AND OTHER PAYABLES
Trade payables (notes 23.1 and 23.3) 5437,604 6,047,547
Accrued liabilities 1,980,485 1,797,210
Retention money 1,710 3,113
Suppliers' security deposits (note 23.4) 98 98
Customers' security deposit (note 23.5) 3,850 2,700
Withholding tax payable 51,330 40,646
Payable to provident fund 261 28,686
Payable to defined benefit gratuity fund (note 38.4) 171,185 229,315
Payable to defined contribution gratuity fund 6,748 7,866
Workers' profits participation fund (note 23.2) 10,915 (5,635)
Workers' welfare fund 46,769 36,737
Others 103.967 37.843
7,814,922 8,226,126
Include Amounts Payable to the Following Related Parties:
- FrieslandCampina Nederland B.V. 332,121 494,259
- FrieslandCampina AMEA Pte Ltd 509 -
- Engro Corporation Limited 790 -
333,420 494,259
Workers' Profits Participation Fund
Balance as at January 1 (5,635) (5,635)
Add: Allocation for the year (note 31) 16,550 -
10,915 (5,635)
Less: Amount paid to the Fund - -
Balance as at December 31 10,915 (5.635)

Trade payables include inland letters of credit under vendor financing arrangements which include interest cost as
per the neqgotiated rates.

These represent interest free security deposit received from suppliers in accordance with the terms of the supplier
arrangements. These deposits have been utilized for the purpose of the Company's business.

These represent interest free security deposit received from customers in accordance with the terms of the
customer arrangements. These deposits have been kept in separate bank accounts and not been utilized for the
purpose of the Company's business.

CONTRACT LIABILITIES
These represent advances received by the Company from customers and distributors for goods to be delivered.

SHORT TERM FINANCES - Secured

The facilities for short term running finance available from variously banks, which represent the aggregate sale price
of all mark-up arrangements, amounts to Rs. 8,200,000 (2019: Rs. 8,550,000). The unutilized balance against
these facilities as at year end was Rs. 8,200,000 (2019: Rs. 7,183,850). The rates of mark-up on these finances
are KIBOR based and range from 7.25% to 7.93% (2019: 10.5% to 14.86%) per annum. These facilities are
secured by way of hypothecation upon all the present and future current assets of the Company.

122 | FrieslandCampina Engro Pakistan Limited

(Amounts in thousand)

25.2

26.

26.1

26.2

26.3

26.4

26.5

27.

271

The facilities for opening letters of credit and bank guarantees as at December 31, 2020 amounts to Rs. 13,366,000
(2019: Rs. 11,651,000), of which the amount remaining unutilized as at year end was Rs. 6,947,576 (2019:
Rs. 5,262,243).

CONTINGENCIES AND COMMITMENTS

The Company has Provided Bank Guarantees to:

- Sui Southern Gas Company Limited amounting to Rs. 83,074 (2019: Rs. 81,769) under the contract for
supply of gas;

- Sui Northern Gas Company Limited amounting to Rs. 34,350 (2019: Rs. 34,350) under the contract for
supply of gas;

- Collector of Sales Tax, Large Tax Payers Unit (LTU), Karachi amounting to Rs. 154,278 (2019: Rs. 154,278)
under the Sales Tax Rules 2006, aqainst refund claims of input sales tax. Aqainst these quarantees, sales tax
refunds amounting to Rs. 90,820 (2019: Rs. 90,820) have been received to date;

- Parco Pearl Gas Co. (Private) Limited amounting to Rs. 1,000 (2019: Rs. 1,000) as collateral against supplies;

- The Government of Sindh, amounting to Rs. 245,886 (2019: Rs. 229,886), upon the order of the High Court
of Sindh to furnish bank quarantees for 50% of the amount of Infrastructure cess of the goods entering or
leaving the province through air or sea;

On January 18, 2017, the Company received an order from Competition Commission of Pakistan (CCP), imposing
a penalty of Rs. 62,293 in respect of the Company's marketing activities relating to one of its products. The
Company filed an appeal against the aforementioned order on February 8, 2017, which was decided by the CCP
tribunal on January 16, 2019, in the Company's favor. However the CCP has appealed the decision of the tribunal
in the Supreme Court (SC) of Pakistan and the Company has submitted its response in the SC which is pending
adjudication.

Commitments in respect of capital expenditure contracted for but not incurred as at December 31, 2020 amounts
to Rs. 159,632 (2019: Rs. 701,364).

Commitments in respect of purchase of certain commodities as at December 31, 2020 amounts to Rs. 2,293,830
(2019: Rs. 908,855).

Details of the other matters are given in notes 15 and 34.1 to these financial statements.

2020 2019
—————————— Rupees----------
REVENUE FROM CONTRACTS WITH
CUSTOMERS - NET
Revenue from contracts with customers - gross 49,429,583 43,465,542
Less:
- Sales tax (1.812,606) (1,548,396)
- Trade and other discounts (3.461,954) (3,350,127)
44,155,023 38,567,019

This includes export sales amounting to Rs. 17,772 (2019: Rs. 187,299).

Annual Report 2020 | 123



(Amounts in thousand) (Amounts in thousand)

2020 2019 2020 2019
__________ Rupees---------- -—--------Rupees----------
28. COST OF SALES 29. DISTRIBUTION AND MARKETING EXPENSES
Raw and packaging material consumed (note 28.1) 30,033,630  25924,715 ﬂje”retfs'i:éages and staff welfare (note 29.1) 1;;2:?32 1.33172222
Salaries, wages and staff welfare (note 28.2) 1,609,992 1,505,576 Freight outward 1,174,066 1,244,254
Fuel and power 1,260,299 1.225378 Travelling 77.480 123,435
Repair and maintenance 739,272 591,907 Communication and other office expenses 32,951 35,954
Freight inwards 647,260 588,850 Depreciation on property, plant and equipment (note 4.3) 313,441 251,770
Depreciation on property, plant and equipment (note 4.3) 1,654,878 1,675,892 Depreciation on right-of -use assets (note 7.1) 28,079 27,745
Depreciation on right-of-use assets (note 7.1) 125,656 176,325 {:mplaim(wjent of operating assets (note 4.6) 1222; 1 2(7)93
. . uel and power , .
iggigggiﬁ;;jjf&ng assets (note 4.6) 9'24? ;gg Repairs anfd maintenance 55218 57,663
: Rent, rates and taxes (note 29.2) 5,016 4,441
Travelling 81,025 106,847 Insurance 16.265 14.408
Communication and other office expenses 66,553 77,679 Software maintenance 16,633 15,256
Insurance 122,379 104,757 Research and business development 106 93
Rent and utilities (note 28.4) 161,091 143,607 Leqal and professional 2,406 -
Research and business development 79,990 32,730 Purchased services 5146 10,564
Fee for technical assistance (note 28.3) 1,085,814 1,000,185 3,661,213 3,678,992
;i?j:w::eddzzjszzsnal 6024512(1) 543;;: 29.1 These include Rs. 75,299 (2019: Rs. 75,872) in respect of staff retirement benefits referred to in note 38.
Provision / (reversal of provision) against: 29.2 These include leases of low-value assets and variable lease payments amounting to Nil and Rs. 62 (2019: Rs. 75
- stock-in-trade 19,450 (29,123) and Rs. 162) respectively.
- slow moving spares 69,747 54,049 5020 5019
Manufacturing cost 38,382,225 33735169 RUEES- -
Add: Opening stock of work-in-process 433,776 401,252 30. ADMINISTRATIVE EXPENSES
Less: Closing stock of work-in-process (355,030) (433,776)
Cost of goods manufactured 38,460,971 33,702,645 Salaries, waqes and staff welfare (notes 30.1 and 30.2) 663,195 715,306
Add: Opening stock of finished goods manufactured 608,290 592,694 Training and development 6,197 25,586
Less: Closing stock of finished goods manufactured (867,086) (608,290) Communication and other office expenses 104,979 119,106
38.202.175 33.687.049 Rent, rates and taxes (note 30.3) 34,316 34,881
Travelling 10,497 36,253
. . Depreciation on property, plant and equipment (note 4.3 23,369 17.837
28.1 Raw and Packaging Material Consumed DeEreciation on Egh[?c—og—upse assets (gotpe 7.1) ( ) 87,975 92,213
Impairment of operating assets (note 4.6) 431 190
Opening stock of raw and packaging material 2,691,553 2,076,103 Intangibles written off - 1,762
Add: Purchases 29,690,182 26,540,165 Amortization (note 6) 28,406 28,555
Less: Closing stock of raw and packaging material (2,348,105) (2,691,553) Fuel and power 1,534 2,860
Raw and packaging material consumed 30,033,630 25,924,715 Repairs and maintenance 4,390 4,022
Insurance 5,395 6,337
28.2 These include Rs. 163,832 (2019: Rs. 152,056) in respect of staff retirement benefits referred to in note 38. Legal and professional 74,541 47,503
Auditor's remuneration (note 30.4) 6,448 5,706
28.3  This represents charge for technical assistance and royalty to FrieslandCampina Nederland B.V., the Netherlands. Software maintenance and license cost 16,536 19.328
Trade debts written off (note 12.3) 112 -
28.4 These include short-term leases, leases of low-value assets and variable lease payments amounting to Rs. 20,353, Provision for impairment of trade debts (note 12.3) 15,680 2,047
Rs. 66,700 and Rs. 67,720 (2019: Rs. 30,936, Rs. 59,631 and Rs. 39,620) respectively. Purchased services 70,309 86,361
1,154,310 1,245,853
30.1 These include Rs. 67,457 (2019: Rs. 61,343) in respect of staff retirement benefits referred to in note 38.

30.2 These include charge of Nil (2019: reversal of Rs. 3,046) in respect of employees' share option compensation expense.

30.3 These include leases of low-value assets amounting to Rs. 141 (2019: Rs. 55).
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31.

2020 2019
—————————— Rupees----------
30.4 Auditor's Remuneration
Fee for:
- audit of annual financial statements and group reporting 3,808 3,260
- review of half yearly financial information 700 600
- review of compliance with the
Code of Corporate Governance 140 125
- special certifications, taxation and other services 685 960
5333 4,945
Reimbursement of expenses and taxes 1.115 761
6,448 5,706
OTHER OPERATING EXPENSES
Workers' welfare fund 46,769 18,478
Donations (note 31.1) 20,016 20,000
Loss on death / disposals of biological assets = 78,271
Provision for culling of biological assets (note 5) 57,702 121,553
Workers' profits participation fund (note 23.2) 16,550 -
Exchange loss 22,512 -
Others 13,694 8,572
177,243 246,874

32.

These include donation to Engro Foundation, a related party, amounting to Rs. 20,000 (2019: Rs. 20,000). The
directors including the Chief Executive and their spouses do not have any interest in the donee.

2020 2019
—————————— Rupees----------
OTHER INCOME
From Financial Assets
Interest on bank deposits / saving accounts 14,905 8,521
From Other Than Financial Assets
Gain arising from changes in fair value of
biological assets (note 5.1) 303,887 314,387
Gain on disposals of biological assets 21,985 -
Gain on disposal of operating assets 76,525 44,350
Exchange qain = 9,960
Scrap sales 26,423 32,711
Amortization of government grant on long term
finances (note 22.1) 22,084 -
Others 80,629 3,039
531,533 404,447
546,438 412,968
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33.

33.1

34.

34.1
34.1.1

34.1.2

2020 2019
—————————— Rupees----------
FINANCE COST
Mark-up on:
- Short-term finances (note 33.1) 606,177 681,297
- Long-term finances 557,674 455,195
- Lease liability against right-of-use assets 57.411 67,399
1,221,262 1,203,891
Bank charges 17,578 17,683
1,238,840 1,221,574

This includes finance cost on local letters of credit. The rates of mark-up on these finances are KIBOR based and
range from 7.25% to 7.93% (2019: 10.76% to 14.5%) per annum.

2020 2019
—————————— Rupees----------
TAXATION
Current
- for the year 717,071 628,083
- for prior year 5,589 17178
722,660 645,261
Deferred (631,906) (790,751)
90,754 (145,490)

Following is the Position of the Company's Open Tax Assessments:

The Company in accordance with section 59B 'Group Relief' of the Income Tax Ordinance (ITO), 2001 had
surrendered to Engro Corporation Limited (ECL), the associated company (then the holding company), its tax losses
amounting to Rs. 4,288,134 out of the total tax losses of Rs. 4,485,498 for the financial years ended December
31, 2006, 2007 and 2008 (i.e. tax years 2007, 2008 and 2009) for cash consideration agqregating to Rs.
1,500,847, being equivalent to tax benefit/effect thereof.

The Company had been designated as part of the Group of ECL by the Securities and Exchange Commission of
Pakistan (SECP) through its letter dated February 26, 2010. Such designation was mandatory for availing Group
tax relief under section 59B of ITO and a requirement under the Group Companies Reqistration Requlations, 2008
notified by the SECP on December 31, 2008.

Further, the Appellate Tribunal Inland Revenue (ATIR), in respect of surrender of aforementioned tax losses by
the Company to ECL for the financial years ended December 31, 2006 and 2007, decided the appeals on July
1, 2010 in favor of ECL, whereby, allowing the surrender of tax losses by the Company to ECL. The tax authority
has filed reference application dated October 23, 2010 there aqainst before the High Court of Sindh, which is
under the process of hearings. On May 20, 2013, ATIR also decided similar appeal filed by ECL for the year ended
December 31, 2008 in favor of ECL. The Company based on the merits of the case expects a favorable outcome
of the matter.

On January 29, 2009, the Deputy Commissioner Inland Revenue (Deputy CIR) reduced tax loss from Rs. 1,224,964
to Rs. 1,106,493 for the tax year 2007. Being aqqrieved with the impugned order, the Company has filed appeal
before the CIR (Appeals) on March 11, 2009, which is pending for adjudication. However, the Company, based
on the opinion of its tax consultant, is confident of a favorable outcome of the appeal, and hence the balance of
taxes recoverable has not been reduced by the effect of the aforementioned disallowance.
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34.1.8

On October 31, 2013, CIR raised a demand of Rs. 223,369 for tax year 2009 by disallowing the provision for
advances, stock written-off, repair and maintenance, sales promotion and advertisement expenses etc. On May
25, 2015, in response to the appeal filed against the audit proceedings, CIR (Appeals) issued an order in favor
of the Company holding the selection of case for audit to be illegal and without jurisdiction. The tax authority
has filed an appeal aqainst the order before ATIR on August 11, 2015, however, no hearing has been conducted
to date. On June 24, 2020 the tax authority has passed an appeal effect order giving effect to the directions of
the CIR (Appeals) whereby it has restored the position of the Company as was shown in the income tax return.
The Company, based on the opinion of its tax consultant, is confident of a favorable outcome of the appeal, and,
accordingly taxes recoverable have not been reduced by the effect of the aforementioned disallowances.

On May 20, 2014, the Additional CIR raised a demand of Rs. 713,341 for tax year 2012 by disallowing the initial
allowance and depreciation claimed on certain items of property, plant and equipment, provision for retirement and
other service benefits, purchase expenses, sales promotion and advertisement and other expenses etc. On January
26, 2017, CIR (Appeals) upheld the decision of Additional CIR in respect of provision for retirement benefits and
marketing support reimbursements while remanded back various issues for reexamination. Being aggrieved with
the impugned order, the Company has filed appeal before ATIR on August 30, 2017, which is pending adjudication.
On October 27, 2020, the tax authority has passed an order to conclude reexamination proceedings and give
effect to the directions of CIR (Appeals). As complete effects have not been given in the order, the Company has
filed appeal before CIR (Appeals) on November 24, 2020, which is pending adjudication. The Company, based
on the opinion of its tax consultant, is confident of a favorable outcome of the appeal, and, accordingly taxes
recoverable have not been reduced by the effect of the aforementioned disallowances.

On December 23, 2015, Additional CIR raised a demand of Rs. 73,962 for tax year 2014 by disallowing the
loss on sales of raw milk considered as trading activity, depreciation on certain additions to property, plant and
equipment and tax credit under 65B etc. On December 6, 2018, CIR (Appeals) upheld the decision of Additional
CIR on major items. Being aqgrieved with the impugned order, the Company has filed appeal before ATIR on
March 7, 2019, which is pending adjudication. On December 17, 2020, the tax authority has passed an order
giving effect to the directions of CIR (Appeals) and based on the opinion of its tax consultant, is confident of a
favorable outcome of the appeal, and, accordingly taxes recoverable have not been reduced by the effect of the
aforementioned disallowances.

On June 29, 2016, the Deputy CIR raised a demand of Rs. 541,221 for tax year 2013 by disallowing the loss
on sales of raw milk considered as trading activity, stock written-off, finance cost allocation aqainst advance for
purchase from Engro Foods Netherlands, research and business expenses, adjustment of tax losses for tax year
2011 and minimum turnover tax credit for tax years 2008, 2010 and 2011 etc. On January 26, 2017, CIR
(Appeals) upheld the decision of Deputy CIR in respect of minimum turnover tax credit and finance cost allocation.
On May 29, 2018, the Deputy CIR passed an appeal effect order based on the decision of CIR (Appeals) reducing
the demand to Rs. 98,548. Being aggrieved with the impugned order, the Company has filed appeal before ATIR
on May 15, 2017, which is pending adjudication. The Company, based on the opinion of its tax consultant, is
confident of a favorable outcome of the appeal, and, accordingly taxes recoverable have not been reduced by the
effect of the aforementioned disallowances.

On June 29, 2016, Additional CIR raised a demand of Rs. 59,772 for tax year 2010, primarily on account of
disallowance of sales promotion and freight expenses. On November 23, 2018 CIR (Appeals) upheld the decision
of Additional CIR in respect of loss on sale of raw milk and inventory write-off while qiving relief on other matters.
Being aggrieved with the impugned order, the Company has filed appeal before ATIR on March 7, 2019, which is
pending adjudication.

On December 17, 2020, the tax authorities have passed an order to conclude reexamination proceedings and give
effect to the directions of CIR (Appeals). As complete effects have not been given in the order, the Company has
filed appeal before the CIR (Appeals) on January 13, 2021, which is pending for adjudication. The Company, based
on the opinion of its tax consultant, is confident of a favorable outcome of the appeal, and, accordingly taxes
recoverable have not been reduced by the effect of the aforementioned disallowances.

On December 7, 2016, Additional CIR raised a demand of Rs. 34,134 for tax year 2011 by disallowing depreciation
on certain additions to property, plant and equipment, provision for retirement and other service benefits, sales
promotion and advertisement and other expenses etc. On April 15, 2019 CIR (Appeals) upheld the decision of
Additional CIR on major items. Being aqgqrieved with the impugned order, the Company has filed appeal before
ATIR on June 3, 2019, which is pending adjudication. The Company, based on the opinion of its tax consultant, is
confident of a favorable outcome of the appeal, and, accordingly taxes recoverable have not been reduced by the
effect of the aforementioned disallowances.
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On November 3, 2017, Additional CIR raised a demand of Rs. 511,801 for tax year 2016 by disallowing minimum
turnover tax credit, expenses on account of Employee Share Option Scheme and Worker's Welfare Fund. On June
30, 2018, CIR (Appeals) upheld the decision of Additional CIR in respect of minimum turnover tax credit and
Employee Share Option Scheme. Being aggrieved with the impugned order, the Company has filed appeal before
ATIR on Augqust 15, 2018, which is pending adjudication. The Company, based on the opinion of its tax consultant,
is confident of a favorable outcome of the appeal, and, accordingly taxes recoverable have not been reduced by
the effect of the aforementioned disallowances.

The Additional CIR issued an order dated February 22, 2019 amounting to Rs 274,588 for tax year 2015 by
disallowing expenses on account of Employee Share Option Scheme, loss on sale of disposal of assets and assets
written off. On August 19, 2019, CIR (Appeals) upheld the decision in respect of Employee Share Option Scheme
and assets written off, while other matters were remanded back for reexamination. Being agqgrieved with the
impugned order, the Company has filed appeal before ATIR on October 24, 2019, which is pending adjudication.

On December 17, 2020, the tax authority has passed an order to conclude reexamination proceedings and give
effect to the directions of CIR (Appeals). As complete effects have not been given, the Company has filed appeal
before CIR (Appeals) on January 15, 2021, which is pending adjudication. The Company, based on the opinion of
its tax consultant, is confident of a favorable outcome of the appeal, and, accordingly taxes recoverable have not
been reduced by the effect of the aforementioned disallowances.

During the year, Additional CIR raised demands aggregating to Rs. 221,472 for tax years 2017 to 2019 by
disallowing certain items e.q. depreciation on freezers, loss on sale of disposal of fixed assets, written off inventory
and qas infrastructure development cess. Being aqgrieved with the impugned orders, the Company has filed
appeals before the CIR (Appeals), which are pending adjudication. The Company, based on the opinion of its tax
consultant, is confident of a favorable outcome of the appeal, and, accordingly taxes recoverable have not been
reduced by the effect of the aforementioned disallowances.

The Deputy CIR conducted examination of withholding obligation of the Company for tax years 2013 and for tax
years 2015 to 2018 and raised demands aggreqating to Rs. 55,153, CIR (Appeals) decided the case in favor of the
Company for tax year 201 3 while remanded back the cases for tax years 2017 and 2018. Further, CIR (Appeals) in
relation to tax years 2015 and 2016 decided the case aqainst the Company. Being agqrieved with the impugned
orders, the Company has filed appeals before ATIR for tax years 2015 to 2018, which are pending adjudication.
The Company, based on the opinion of its tax consultant, is confident of a favorable outcome of the appeal, and,
accordingly taxes recoverable have not been reduced by the effect of the aforementioned disallowances.

The Deputy CIR issued orders dated July 8, 2020 and September 20, 2020 for tax years 2019 and 2018 wherein
the tax authority had conducted verification of advance tax credits claimed by the Company in the income tax
return. The tax authority disallowed the Company's claims to the extent of Rs. 23,117 and Rs. 12,859 for tax
years 2019 and 2018 respectively. Being aggrieved with the impugned orders, the Company has filed appeals
before CIR (Appeals) on July 29, 2020 and October 15, 2020, which are pending adjudication. The Company,
based on the opinion of its tax consultant, is confident of a favorable outcome of the appeal, and, accordingly
taxes recoverable have not been reduced by the effect of the aforementioned disallowances.

2020 2019
—————————— Rupees----------
Relationship Between Tax Expense and
Accounting Profit
Profit / (loss) before taxation 267,680 (1.100,355)
Tax at the applicable tax rate of 29% (2019: 29%) 77,627 (319,103)
Tax effect of:
- increase in future tax rates - 153134
- transactions taxed at different rates 6,003 4137
- prior year charge 5,589 17178
- tax credits for investment in operating assets = (2,138)
- others 1,535 1,302
13,127 173,613
90,754 (145,490)
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35. EARNINGS/(LOSS) PER SHARE - Basic and Diluted

There is no dilutive effect on the basic earnings per share of the Company, which is based on:

Profit/(loss) for the year

Weighted average number of ordinary shares in

issue during the year

36. CASH GENERATED FROM OPERATIONS

Profit/(loss) before taxation

Adjustment for non-cash charges and other items:

Depreciation on property, plant and equipment

Depreciation on right-of-use assets

Impairment of operating assets - net

Intangibles written off

Amortization of intangibles

Reversal of amortization of employee share option
compensation reserve

Gain on disposal of operating assets

Gain arising from changes in fair value of biological assets

Gain/(loss) on death/disposal of biological assets

Provision for culling of biological assets

Provision for staff retirement and other service benefits

Reversal of provision for stock-in-trade

Provision for slow moving spares

(Reversal of provision)/provision for impairment of
other receivables

Trade debts writen off

Provision for impairment of trade debts

Government grant recognized as income

Finance cost on short term and long term
finances including bank charges

Exchange loss/(gain)

Finance cost on lease liability against right-of-use assets

Working capital changes (note 36.1)
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176,926

(954,865)

Number of shares

in thousand

766,596 766,596

2020 2019
—————————— Rupees----------
267,680 (1,100,355)
1,991,688 1,945,499
241,710 296,283
20,341 20,633
= 2,662
28,406 28,555
- (3,046)
(76,525) (44,350)
(303.887) (314,387)
(21,985) 78,271
57,702 121,553
110,727 107,871
19,450 (29,123)
69,747 54,049
- 2,000
112 -
15,680 2,047
(22,084) -
1,181,429 1,154,175
22,512 (9,960)
57.411 67,399
299,432 874,270
3,959,546 3,254,046

(Amounts in thousand)

36.1

37.

38.
38.1

38.2

38.3

38.4

38.5

2020 2019
—————————— Rupees----------
Working Capital Changes
Decrease / (increase) in current assets:
- Stores, spares and loose tools 2,916 51,176
- Stock-in-trade 159,388 (668,417)
- Trade debts 98,549 (517,462)
- Advances, deposits and prepayments 5265 21,085
- Other receivables 155,234 (6,887)
- Sales tax recoverable 76,563 50,100

497,915 (1,070,405)
Increase / (decrease) in current liabilities:

- Trade and other payables (272,701) 1,803,749
- Contract liabilities 74,218 140,926
299,432 874,270

CASH AND CASH EQUIVALENTS

Cash and bank balances (note 16) 570,462 65915
Short term finances (note 25) - (1.816,150)
570,462 (1,750,235)

STAFF RETIREMENT AND OTHER SERVICE BENEFITS

As stated in notes 2.13.1 and 2.13.2, Engro Corporation Limited (ECL) operates and maintains an approved
defined contribution gratuity scheme and an approved defined benefit funded gratuity fund (the Fund) on behalf
of the Company, for all its permanent employees subjected to minimum prescribed period of service.

During the year, an amount of Rs. 35,764 (2019: Rs. 30,668) has been charged in respect of defined contribution
gratuity scheme maintained by Engro Corporation Limited.

Plan assets held in trust are governed by local requlations which mainly include the Trust Act, 1882, (now the
Companies Act, 2017), the Income Tax Rules, 2002 and Rules under the Trust deed of the Fund. Responsibility for
qovernance of the plan, including investment decisions and contribution schedules, lies with the Board of Trustees.
The latest actuarial valuation of the Fund was carried out as at December 31, 2020 using the Projected Unit Credit
Method. Details of the Fund as per the actuarial valuation are as follows:

2020 2019
—————————— Rupees----------

Reconciliation for Statement of Financial Position
Present value of defined benefit obligation (note 38.7) (868,008) (750,529)
Fair value of plan assets (note 38.8) 696,823 521,214
Net liability at end of the year (171,185) (229,315)
Movement in Net Liability in the Statement of Financial Position
Net liability at beginning of the year (229,315) (224,640)
Charge for the year (note 38.9) (110,727) (107,871)
Contribution made during the year to the Fund (note 38.8) 188,500 95,674
Remeasurement (loss) / gqain recognized in

other comprehensive income (OCI) (note 38.6) (19.643) 7,522
Net liability at end of the year (171.185) (229,315)
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38.6

38.7

38.7.1

38.8

38.9

38.10

Remeasurement Recognized in Other Comprehensive Income

(Loss) / Gain from changes in financial assumptions
Experience loss
Remeasurement of defined benefit obligation

Actual return on plan assets

Expected return on plan assets
Adjustment

Remeasurement of fair value of plan assets

Movement in Present Value of Defined Benefit Obligation

Present value of defined benefit obligation at beginning of the year
Current service cost

Interest cost

Benefits paid during the year

Remeasurement on obligation (note 38.6)

Present value of defined benefit obligation at end of the year

Analysis of Present Value of Defined Benefit Obligation

Vested benefits
Non-vested benefits

Accumulated benefit obligation
Amounts attributed to future salary increases

Movement in Fair Value of Plan Assets

Fair value of plan assets at beginning of the year
Expected return on plan assets

Contributions for the year

Benefits paid during the year

Remeasurement (loss) / qain (note 38.6)

Fair value of plan assets at end of the year

Cost Charged to Profit or Loss:

Current service cost

Net interest cost

Cost for the year

Charge for the Year has been Allocated as Follows:
Cost of sales (note 28)

Distribution and marketing expenses (note 29)
Administrative expenses (note 30)
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2020 2019
—————————— Rupees----------
1,264 (738)
(16,489) (6,222)
(15,225) (6,960)
59,466 34217
(63.884) (55,308)
- 35,573
(4,418) 14,482
(19,643) 7,522
750,529 685,281
84,376 87,053
90,235 76,126
(72,357) (104,891)
15,225 6,960
868,008 750,529
868,008 750,529
868,008 750,529
381,237 297,387
486,771 453,142
868,008 750,529
521,214 460,641
63,884 55,308
188,500 95,674
(72,357) (104,891)
(4,418) 14,482
696,823 521,214
84,376 87.053
26,351 20,818
110,727 107,871
59,170 56,703
27.195 28,293
24,362 22,875
110,727 107,871

(Amounts in thousand)

38.11

38.12

38.13

38.14

Principle Actuarial Assumptions used are as Follows:

2020 2019
—————————— Rupees----------
Financial Assumptions
- Discount rate - per annum compound 10.25% 11.75%
- Expected rate of increase in salaries - per annum
- First year 9.25% 10.75%
- Long-term 9.25% 10.75%

Demographic Assumptions

- Expected mortality rate SLIC (2001-05) SLIC (2001-05)
- Withdrawal rates / Rate of employees turnover Moderate Moderate

The sensitivity of the defined benefit obligation to changes in the weighted principal assumptions is:
Impact on defined benefit obligation

Change in  Increase in Decrease in
assumption assumption assumption

—————— Rupees ------
Discount rate 1% (782,058) 969,458
Expected rate of increase in salaries - long term 1% 969,458 (780,597)

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions
constant. In practice, this is unlikely to occur, and changes in some of the assumptions may be correlated. When
calculating the sensitivity of the defined benefit obligation to significant actuarial assumptions the same method
(present value of the defined benefit obligation calculated with the projected unit credit method at the end of
the reporting period) has been applied as when calculating the gratuity liability recognized within the statement
of financial position.

Plan Assets Comprise of Following:

2020 2019
Quoted  Un-Quoted Total (%) Quoted  Un-Quoted Total (%)
————————————— Rupees------------- -------------Rupees-------------

Equity Instruments

Quoted Shares 156,929 - 156,929 23% 126,246 - 126,246 24%
Debt Instruments

Government Bonds - 538159 538,159 77% - 385,251 385,251 74%
Cash and cash equivalents - 16,300 16,300 2% - 12,532 12,532 2%
Other assets - 2,267 2,267 0% - 2,694 2,694 1%
Other liabilities - (16,832) (16,832) -2% - (5,509) (5,509) -1%
Total 156,929 539,894 696,823 100% 126,246 394968 521,214 100%
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38.15

38.16

38.17

38.18

39.

Through its defined benefit gratuity plan, the Fund is exposed to a number of risks, the most significant to which
are detailed below:

Asset Volatility

The plan liabilities are calculated using a discount rate set with reference to corporate bond yields, if plan assets
underperform this yield, this will create a deficit. The Fund believes that due to long-term nature of the plan
liabilities and the strength of the ECL's support, the current investment strateqy manages this risk adequately.

Inflation Risk

The majority of the plan's benefit obligations are linked to inflation and higher inflation will lead to higher liabilities.
However, the Fund manages plan assets to offset inflationary impacts.

Life Expectancy / Withdrawal Rate

The majority of the plan's obligations are to provide benefits on severance with the Company or on achieving
retirement. Any change in life expectancy / withdrawal rate would impact plan liabilities.

Expected contributions to the fund for the year ending December 31, 2021 are Rs. 103,490.
The weighted average duration of the defined benefit obligation is 10.73 years.

Historical information of staff retirement benefits:

2020 2019 2018 2017 2016 2015
——————————————————————————————— Rupees---=-====-=-mmmm
Present value of obligations (868,008) (750,529) (685281) (620,927) (610,231) (526,803)
Fair value of plan assets 696,823 521,214 460,641 480,266 469,331 475,217
Deficit (171.185) (229,315)  (224,640) (140.661)  (140,900) (51,586)

REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

The agqgregate amount charged in these financial statements in respect of remuneration and benefits to the Chief
Executive, directors and executives are as follows:

2020 2019
Directors Directors
Chief Others Executives Chief Others Executives
Executive Executive
———————————————————————————————— Rupees-----=--==--=--—-m -
Managerial remuneration 65424 - 1,218,841 56,534 - 1135904
Contribution for staff
retirement benefits 8,968 = 119,849 7,676 - 156,091
Bonus paid 27.897 - 163,306 9,687 - 118,294
Fees = 3,059 = — 2,801 -
Total 102,289 3,059 1,501,996 73.897 2,801 1,410,289
Number of persons,
including those who
worked part of the year 1 6 312 1 6 299

134 | FrieslandCampina Engro Pakistan Limited
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39.1

39.2

40.

40.1

40.2

40.3

41.

The Company also provides the Company owned and maintained vehicles for use of the Chief Executive and
certain executives.

Premium charged in respect of non-executive directors indemnity insurance amounts to Rs. 499 (2019: Rs. 438).

2020 2019
—————————— Rupees----------
FINANCIAL INSTRUMENTS BY CATEGORY
Financial Assets as Per Statement of Financial Position
- At Amortized cost
Long term deposits 43,758 56,117
Trade debts 801,387 915,728
Advances and deposits 38,558 49,077
Other receivables 158,247 313,481
Cash and bank balances 570,462 65,915
1,612,412 1,400,318
Financial Liabilities as Per Statement of Financial Position
- Financial liabilities measured at amortized cost
Long term finances 5,902,506 4,000,000
Lease liability against right-of-use assets 498,316 649,444
Trade and other payables 7.527.714 7,888,511
Unclaimed dividend 8,507 8,731
Accrued interest / mark-up 153,366 340,055
Short term finances - 1,816,150
14,090,409 14,702,891

Fair Values of Financial Assets and Liabilities

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
in the principal (or most advantageous) market at the measurement date under current market conditions (i.e. an
exit price) reqardless of whether that price is directly observable or estimated using another valuation technique.
The carrying values of all financial assets and liabilities reflected in these financial statements approximate their
fair values.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

Financial Risk Factors

The Company's activities expose it to a variety of financial risks: market risk (including currency risk, interest
rate risk and other price risk), credit risk and liquidity risk. The Company's risk management program focuses on
unpredictability of the financial markets for having cost effective funding as well as to manaqge financial risk to
minimize earnings volatility and provide maximum return to the shareholders. Risk management is carried out by
the Company's finance department under the policies approved by the Company's Board of Directors.
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a)

b)

c)

Market Risk

i) Currency Risk

Currency risk represents the risk that the fair values or future cash flows of financial instruments will
fluctuate because of changes in foreign exchange rates. The Company's exposure to currency risk is limited
as all the foreign purchases are made against on-sight letters of credit where the payment is made on the
date of delivery with no credit period. The Company imports plant and machinery and certain raw materials
which exposes it to currency risk, primarily with respect to liabilities denominated in US Dollars.

At December 31, 2020, if the Pakistan Rupee had weakened / strengthened by 5% aqainst the US Dollar
with all other variables held constant, the effect on post-tax loss for the year would have been immaterial.

ii) Interest Rate Risk

Interest rate risk represents the risk that the fair values or future cash flows of financial instruments will
fluctuate because of changes in market interest rates.

The Company's interest rate risk arises primarily from long and short term borrowings. Borrowings at
variable rates expose the Company to cash flow interest rate risk.

The Company analyses its interest rate exposure on a reqular basis by monitoring existing facilities against
prevailing market interest rates and taking into account various other financing options available. For
borrowing at variable rates, the rates are determined in advance for stipulated periods with reference to
KIBOR.

At December 31, 2020, if interest rates on the Company's borrowings had been 1% higher / lower with all
other variables held constant, post tax profit for the year would have been lower / higher by Rs. 41,908
(2019: Rs. 41,295) mainly as a result of higher / lower interest exposure on variable rate borrowings.

iii) Other Price Risk

Price risk represents the risk that the fair values or future cash flows of financial instruments will fluctuate
because of changes in market prices (other than those arising from currency risk or interest rate risk),
whether those changes are caused by factors specific to the individual financial instrument or its issuer, or
factors affecting all similar financial instruments traded in the market. The Company is not exposed to price
risk as it carries no price sensitive financial instrument.

Credit Risk

Credit risk represents the risk of financial loss being caused if counter parties fail to discharge their obligations.

Credit risk arises from deposits with banks and financial institutions, trade debts, loans, advances, deposits and
other receivables. The maximum exposure to credit risk is equal to the carrying amount of financial assets.

The Company is not materially exposed to credit risk on trade debts and other receivables since credit is
only granted to few reputed customers with good credit standings, with whom the Company has written
terms of arrangement. The Company has also entered into Standing Instruction for Debit of Account (SIDA)
arrangement with a few of its customers.

Further, the bank balances of the Company are held with banks having minimum credit rating of A1.
Liquidity Risk

Liquidity risk represents the risk that the Company will encounter difficulties in meeting obligations associated
with its financial liabilities. The Company's liquidity management involves projecting cash flows and considering
the level of liquid funds necessary to meet these, monitoring statement of financial position liquidity ratios
aqainst external requlatory requirements and maintaining debt financing plans. These objectives are achieved
by maintaining sufficient cash and readily marketable securities and availability of funding through committed
credit facilities. Due to dynamic nature of the business, the Company maintains flexibility in funding by
maintaining committed credit lines available.
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41.2
41.2.1

41.2.2

42.

The table below analyses the Company's financial liabilities into relevant maturity groupings based on the
remaining period at the reporting date to contractual maturity dates. The amounts disclosed in the table are
the contractual undiscounted cash flows.

2020 2019
Maturity Maturity Maturity Maturity
upto one after Total upto one after Total
year one year year one year

————————————————————————————————— Rupees —====-===-=-mmmmm e
Long term finances 1,239,502 4,663,004 5,902,506 800,000 3,200,000 4,000,000
Lease liability against
right-of-use assets 240,097 258,219 498,316 235,692 413,752 649,444
Trade and other payables 7,527,714 102,885 7,630,599 7,888,511 - 7.888511
Accrued interest / mark-up 153,366 = 153,366 340,055 - 340,055
Short term finances - 1,816,150 - 1,816,150

9,160,679 5024108 14,184,787 11,080408 3,613,752 14,694,160

Fair Value Estimation

The Company analyzes assets carried at fair value by valuation method. The different levels have been defined
as follows:

- Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

- Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices) (level 2).

- Inputs for the asset or liability that are not based on observable market data (level 3).

There were no changes in valuation techniques during the year.

CAPITAL RISK MANAGEMENT

The objective of the Company when managing capital is to safequard its ability to continue as a going concern
and to provide expected returns to its shareholders by maintaining optimum capital structure to minimize the cost
of capital.

The Company manages its capital structure and makes adjustment to it in the light of changes in economic
conditions. To maintain or adjust the capital structure, the Company may issue new equity, manage dividend
payouts to its shareholders or sell assets to reduce debt. The Company also manages capital by maintaining gearing
and current ratios at certain levels.

The Company manaqes capital by maintaining gearing ratio at certain level. The ratio is calculated as long term
debt divided by total capital. Total capital is calculated as 'equity’ in the statement of financial position plus long
term debt. The gearing ratio as at December 31 is as follows:

2020 2019

—————————— Rupees----------
Long-term:
- finances 4,663,004 3,200,000
- lease liability against right-of-use assets 258,219 413,752
Total long term debt 4,921,223 3,613,752
Total equity 8,547,644 8,384,665
Total capital 13,468,867 11,998,417
Debt to equity ratio 0.37 0.30
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43.
43.1

43.2

TRANSACTIONS AND BALANCES WITH RELATED PARTIES

Following are the details of associated companies, related parties and associated undertakings with whom the
Company had entered into transactions or had agreements and / or arrangements in place during the year:

Name of Related parties Direct Shareholding Relationship

FrieslandCampina Pakistan Holdings B.V. 51.00% Holding Company/ Major Shareholder
Engro Corporation Limited 39.93% Associated Company/ Major Shareholder
FrieslandCampina Nederland B.V. N/A Associated Undertaking
FrieslandCampina AMEA Pte Ltd N/A Associated Undertaking
FrieslandCampina Nutrifeed B.V. N/A Associated Company
FrieslandCampina PT Kievit N/A Associated Company
Friesland Campina Dairy Sourcing (FCDS) N/A Associated Company

Engro Fertilizer Limited N/A Associated Company

Engro Foundation N/A Associated Company

PT Frisian Flag Indonesia N/A Associated Company

Alaska Milk Corporation N/A Associated Company
FrieslandCampina (Thailand) PCL N/A Associated Undertaking
Pakistan Dairy Association N/A Common Directorship
Dutch Lady Milk Industries Berhad N/A Associated Undertaking
Pakistan Business Council N/A Common Directorship
FrieslandCampina Supply point N/A Associated Company

Engro Foods Limited - Defined Benefit Gratuity Fund N/A Post Employement Benefits
Engro Corporation Limited - Provident Fund N/A Post Employement Benefits
Engro Corporation Limited - Defined Contribution Gratuity Fund N/A Post Employement Benefits
Mr. Abrar Hasan N/A Director

Mr. Zouhair Abdul Khaliq N/A Director

Mr. Ali Ahmed Khan N/A Key Management Personnel
Mr. Syed Saud Ahmed Pasha N/A Key Management Personnel
Mr. Imran Husain N/A Key Management Personnel
Mr. Faisal Razi Azeem N/A Key Management Personnel
Mr. Ali Tanveer Khan N/A Key Management Personnel
Mr. Muhammad Ali Ata N/A Key Management Personnel
Ms. Muneeza Iftikar N/A Key Management Personnel
Mr. Saleem Lallany N/A Key Management Personnel
Mr. Syed Talha Imam N/A Key Management Personnel

Following are the names of associated companies, subsidiaries, joint ventures or holding company incorporated
outside Pakistan with whom the Company had entered into transactions or had agreements and / or arrangements
in place during the year:

Aqgreqate
percentage of

Country of shareholding

Name of Company incorporation

Basis of association

including through

other companies
FrieslandCampina Pakistan (Holding) B.V. Netherlands 51% Holding Company / Major Shareholder
FrieslandCampina Nederlands B.V. (note 43.2.1)  Netherlands N/A Associated Undertaking
Frieslandcampina Thailand PCL Thailand N/A Associated Undertaking
Dutch Lady Milk Industries Berhad Malaysia N/A Associated Undertaking
FrieslandCampina AMEA Pte. Ltd. Singapore N/A Associated Undertaking
FC Thailand Make Thailand N/A Associated Undertaking
FrieslandCampina Dairy Sourcing Netherlands N/A Associated Undertaking
FrieslandCampina Supply point Netherlands N/A Associated Undertaking
FrieslandCampina PT Kievit Indonesia N/A Associated Undertaking
PT Frisian Flag Indonesia Indonesia N/A Associated Undertaking
Alaska Milk Corporation Philippines N/A Associated Undertaking
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43.2.1 Registered address of FrieslandCampina Nederland B.V. is Stationsplein 4, 3818 LE, Amersfoort, the Netherlands.

43.3

43.4

44.
441

Transactions with related parties, other than those which have been disclosed elsewhere in these financial
statements, are as follows:

2020 2019
———————— Rupees--------
Nature of relationship Nature of transactions
Associated companies / Fee for technical assistance 1,085,814 1,000,185
undertakings
Arrangement for sharing
of premises, utilities, personnel and assets 110,392 160,819
Purchase of qoods and services 1,231,861 1,887,706
Reimbursement of expenses incurred
on behalf of the Company 170,900 146,242
Reimbursement of expenses paid on behalf
of the Company 27,122 10,139
Donations 20,000 20,000
Contribution for staff Managed and operated by Engro Corporation Limited
retirement funds
- Provident fund 364,138 353414
- Gratuity funds 169,450 126,660
Key management personnel Managerial remuneration 209,084 219,085
including the Chief Executive
Officer but not other Directors  Contribution for staff retirement benefits 29,315 28,885
Bonus payments 67,029 35,447
Other benefits 499 438
Other Directors Fee 3,059 2,801

The related party status of outstanding receivables and payables as at December 31, 2020 are included in
respective notes to these financial statements.

SEGMENT INFORMATION

A business segment is a group of assets and operations engaged in providing products that are subject to risks
and returns that are different from those of other business segments. Management has determined the operating
segments based on the information that is presented to the Board of Directors of the Company for allocation of
resources and assessment of performance. During the year based on internal management reporting structure and
products produced and sold, the Company is organized into the following two operating segments:

- Dairy and beverages; and
- Ice cream and frozen desserts.

Management monitors the operating results of the abovementioned segments separately for the purpose of
making decisions about resources to be allocated and of assessing performance. Segment performance is evaluated
based on operating profit or loss which in certain respects, as explained in table below, is measured differently
from statement of profit or loss in these financial statements. Segment results and assets include items directly
attributable to a segment as well as those that can be allocated on a reasonable basis.

Unallocated assets include long and short term advances, deposits and prepayments, other receivables, taxes
recoverable and cash and bank balances. Liabilities are not seqment-wise reported to the Board of Directors. All
the unallocated results and assets are reported to the Board of Directors at entity level. Inter-segment revenue of
processed milk and powder are made by Dairy and Beverages to Ice cream.

Annual Report 2020 | 139



(Amounts in thousand)

45.

46.

46.1

47.

The following information presents operating results information reqgarding operating segments for the year ended
December 31, 2020 and asset information regarding operating segments as at December 31, 2020:

2020 2019 (Restated)
Dairv and Ice cream Dairy and Ice cream
y and frozen Total Y and frozen Total
Beverages Beverages
desserts desserts
————————————————————————————————— Rupees--========---mmmmomo oo
Results for the year
Revenue from contracts
with customers - net 40,546,350 3,677,628 44223978 34768096 3925910 38,694,006
Inter-segment revenue (68,955) - (68,955)  (126,987) - (126,987)
40,477,395 3,677,628 44155023 34641109 3925910 38,567,019
Depreciation, impairment and amortization 1,818,635 463,510 2,282,145 1,880,099 410,873 2,290,972
Finance cost 974,931 263,909 1,238,840 879,377 342,197 1,221,574
Net profit / (loss) after tax 226,558 (49,632) 176926 (1,032,232) 77,367 (954,865)
Assets
- Segment assets 13,434,322 2267417 15701739 15814230 2227618 18,041,848
- Un-allocated assets = = 7,596,187 - - 5,524,249

13434322 2267417 23297926 15814230 2227618 23,566,097

SEASONALITY

The Company's 'Ice cream & frozen desserts' and '‘Beverages' businesses are subject to seasonal fluctuation, with
demand of ice cream and beverages products increasing in summer. The Company's dairy business is also subject
to seasonal fluctuation due to lean and flush cycles of milk collection.

PRODUCTION CAPACITY

Designed
Annual Capacity .
(note 46.1) Actual Production Remarks
2020 2019 2020 2019

Dairy and Beverages 617,888 610,004 314,979 328,627 Production planned as per

Ice cream 44,064 44,064 18,157 21,392 Mmarket demand

Represents capacity as at the reporting date.
NUMBER OF EMPLOYEES

Number of employees as at  Average number of employees

December 31, December 31, December 31, December 31,

2020 2019 2020 2019
Management employees 1,147 1,163 1,160 1,187
Non-management employees 163 171 167 174
1,310 1,334 1,327 1,361
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48.
48.1

49.

49.1

49.2

50.

51.
51.1

52.

RETIREMENT CONTRIBUTORY FUNDS

The contributory provident and gratuity funds are being maintained by Engro Corporation Limited which has made
investments out of the funds in accordance with the provisions of section 218 of the Companies Act, 2017.

SUPPLEMENTARY INFORMATION

Details of expenses allocated to export business during the year are as follows:

Rupees

Cost of sales 12,071
Salaries, waqges and staff welfare 16,624
Communication, utilities and other office expenses 3,895
Travelling 325
Leqal charges 1,546
Bank charges 40

34,501

Represents all expenses directly attributable to exports and incremental expenses incurred due to exports.

IMPACT OF COVID-19 ON THE FINANCIAL STATEMENTS

On March 11, 2020, the World Health Organization declared COVID-19 (the virus) a 'pandemic’ In Pakistan
the Federal Government and Provincial Governments have provided various directions and are taking measures
to respond to the virus. The Company's management is observing the directives issued by the government
and continues to monitor the developing situation and would proactively manage any risk arising thereof. The
Company's management based on their current assessment has concluded that there are no material implications
of COVID-19 on the Company's operations, financial position and results at the date these financial statements
were approved and authorized for issue, except relating to the matters stated in note 20 and decline in sales
volume of ice cream and frozen desserts seqment as disclosed in note 44.1.

CORRESPONDING FIGURES

Corresponding figures have been rearranged and reclassified, wherever necessary, for the purpose of comparison,
the effects of which are not material.

For better presentation freight allowance for the year ended December 31, 2019 amounting to Rs. 290,317 have
been reclassified from 'distribution and marketing expenses' to 'revenue from contracts with customers - net.

DATE OF AUTHORIZATION FOR ISSUE

These financial statements were authorized for issue on February 8, 2021 by Board of Directors of the Company.

Jo

Imran Husain
Chief Financial Officer

R ey

Abdul Samad Dawood Ali Ahmed Khan
Chairman Chief Executive Officer
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With the advent of the pandemic, we knew that things
were bound to get bad very quickly. It wasn't just about
contracting the virus but also about sustaining livelihoods.
There was a shortage of farm inputs — feed, vaccines,
medicines, etc. — and this adversely affected the farmers'
production. Farm aid prices dipped as well, due to a
decrease in usage. When that happened, a lot of milk
collectors stopped the collection. However, we overcame all
these issues by connecting digitally with the farmers. We
sorted out their cash flow issues by gqiving them

interest-free milk advances. We also qgave them advise on
animals' health issues and supplied farm inputs to increase
their yields. Moreover, we are the only Company that
increased its collection volumes. Therefore, our farmers
manaqged to avoid suffering big losses. At FCEPL, we proudly
stand by our commitment to realize a better living for our
farmers, no matter what the situation.

Dr. Sarfaraz Ahmed
Agri Services Excellence Manager, Dairy Development




Annexure



Employee Share Option
Scheme 2013

The Company in the Extra Ordinary General Meeting held on 22" March, 2013 has approved an Employee
Share Option Scheme (ESOS) for granting of options to its certain critical employees. As disclosed in note
19 to the financial statements time period under the Scheme for granting of share options expired in April
2015. However, the Company obtained approval of shareholders for extension in share options grant period
for further 3 years in the Annual General Meeting held on 27% April, 2015 and the Securities and Exchange
Commission of Pakistan approval on 371t August, 2015. The fair value of the option was determined by
management using the Black-Scholes model.

According to this scheme, 16.9 million shares can be granted to certain critical employees. 50% of the
options granted will vest in two years whereas the remaining 50% will vest in three years from the date of
the grant of options. Granted options are exercisable within 3 years from the end of vesting period. There
has been no variation in the terms of the options during the year.

As at 31t December, 2020, options for 3,531,250 shares have been vested while options for remaining
13,368,750 shares have lapsed till 31t December, 2020 with the expiry of the Scheme.

During the year, 300,000 previously granted share options lapsed due to resignation of an employee.
Further, during the year, 400,000 vested share options, granted in 2015 to a senior management
employee expired due to non-exercise by employee within the exercise period. Till date 3,531,250 share
options have been granted, out of which, 2,000,000 options have been granted to the following senior
management personnel:

S.No. Name No. of Options
1 Imran Husain 400,000
2 Syed Saud Ahmed Pasha 800,000

Al of the above personnel were given more than 5% of total options issued.

None of the employees were issued with options exceeding 1% of the paid up capital of Company.
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Proxy Form

I/We

of being a member of

FRIESLANDCAMPINA ENGRO PAKISTAN LIMITED and holder of

Ordinary shares as per share

(Number of Shares)
Register FolioNo. _____and/or CDC Participant I.D. No.____ and Sub Account No.
. hereby appoint of or failing him
of as my/our proxy to vote for me/us and on my/our

behalf at the annual general meeting of the Company to be held on the 17" day of April, 2020 and at

any adjournment thereof.

Signed this day of 2020.

WITNESSES:
1.  Signature:

Name:

Address:

CNIC or

Passport No. Signature

Signature should agree with the

2. Signature: specimen registered with the Company

Name:

Address:

CNIC or
Passport No

Note: Proxies in order to be effective, must be received by the Company not less than 48 hours before

the meeting. A Proxy need not be a member of the Company.

CDC Shareholders and their proxies are each requested to attach an attested photocopy of their

Computerized National Identity Card or Passport with this proxy form before submission to the Company.



Standard Request Form
Circulation of Annual Audited Accounts

The Share Registrar Dated:
FrieslandCampina Engro Pakistan Limited.

FAMCO Associates (Pvt.) Ltd.

8-F, Near Hotel Faran

Nursery, Block-6, P.E.C.H.S., Shahra-e-Faisal

KARACHL.

E-mail: info.shares @ famco.com.pk

Telephone No. (92 21) 3438 0101-5, 3438 4621-3

Dear Sirs,

Subject: Request for Hard Copy of Annual Report of FrieslandCampina Engro Pakistan Limited.

As notified by the Securities and Exchange Commission of Pakistan (SECP) vide S.R.0. 470(1)/2016 dated
271t May, 2016 and approved by the Shareholders in the Annual General Meeting of the Company held on
24% March, 2017, the Company shall circulate its annual balance sheet, and profit and loss account,
auditor's report and directors' report etc. ("Annual Audited Accounts”) to its members through CD/DVD/USB
at their registered addresses, save for those who opt for a hard copy of the Annual Audited Accounts by
filing out the details below and sending it to the Company's share reqgistrar and Company Secretary.

L S/o, D/o, W/o being a registered
shareholder of FrieslandCampina Engro Pakistan Limited with the particulars as mentioned below would

request that my name be added to the list of Shareholders of the Company who opt for delivery of a hard
copy of the Annual Audited Accounts of the Company and hereby request you send to me the Annual
Audited Accounts in hard copy form at my registered address as contained in the member reqister instead
of providing the same through CD/DVD,/USB.

Name of Shareholder

Folio No./CDC ID No.
CNIC/NICOP/Passport No.

Land Line Telephone No. (if any)
Cell No. (if any)

Yours truly,

Shareholder's Signature

Copy to:

Ms. Muneeza Iftikar

Company Secretary

FrieslandCampina Engro Pakistan Limited

The Harbor Front Building, 5* Floor,

HC-3, Block-4, Near Marine Drive, Clifton Karachi - 75600, Pakistan
E-mail: muneeza.iftikar @ frieslandcampina.com
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Social Investments
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Ice Cream and Frozen
Desserts Segment
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Sustainability at FrieslandCampina
Engro Pakistan Limited
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Our Purpose
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Dairy and Beverages Segment
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Directors' Report

G 1668 B e b D e s B Bl o
J.ui.nf’}fzozoﬁﬂs11«5{;4@&;86_5754&((5{ =2l
-ujLL//J)juéanL/ﬂatk’&yhd/ﬁﬂ_’a{jzéédv

B0 4

Business Overview

Qbbb 377 T AL s Smd Gl 296
Seafelled Taddord i s AL
EIYE IS Gl Je 1 EAF B L Kuts
14t e L 2 0L 2% § 2020 0 JuT

—caslJ

b AEs L hl e Uit SUtimd 1222
}QQIJ{Q/WIL;/@%LUCQg uﬁ/ﬁd/%y&w/gmi/
d/pﬁju.‘f‘j?’;u?!._;l,lj!(’fl;p’—"u:/gu(LJ{ﬂb‘y/bfvgolﬁ‘*
u:J.nLJT)/,-'(_f—“fqﬂg’.uﬁ@u‘@u'ﬁ':ﬁ;,»f’fﬂnq}r
A 80Ut b L o2 Pt S L b
sl 1L a,;f(,(gl?!j’ RIS R{ P d’{ulké U=l
FAEL S baen Bt e Pl LB
L a2 8 U e B A 77Nt

I 955

d?—}/‘/ -

LT 202000



o l!l IH; .|:___ y

:i H ':'||.|._:I|i ' ' |

lh

‘1 1% r,I|

il II FrieslandCampina Engro Pakistan Limited since 2009.
|

“}Ih““lw 2020 started off like any other year, full of hope.

As a distribution company, we have been associated with

Unfortunately, that feeling was short-lived. The pandemic
— greatly affected a lot of businesses, but we managed to
recover our losses with the unwavering support of FCEPL.
Our partnership with FCEPL has been extraordinary and I
take pride in saying that it has become even stronger
during these tumultuous times.

Usman Cheema
CEO, Shan Distributors
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