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about the cover

The year 2016 saw a strategic alliance between Engro
Foods Limited and Royal FrieslandCampina. With these
perfect ingredients of international expertise and local
know-how, this winning combination promises to cook up a
storm in the food industry of Pakistan. Armed with our
passion to prosper and our hunger to conquer the market,
we hope to delve into yet untapped arenas and create
products yet to be tasted by our 12 million consumers. A
flawless recipe for growth, evolution and success. With
these appetizing goals for the coming year, we ended this
year with a continued and consistent effort to add value to
our shareholders’ plate and contributed to the nation’s food
industry in a wholesome manner.
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about Royal FrieslandCampina

With roots stretching as far back as 1871, Royal FrieslandCampina has a rich storied history. With
11billion Euros in revenues it is one of the largest dairy companies in the world. FrieslandCampina is
based in the Netherlands and has offices in 33 countries and employs 22,000 people. The Company’s
products find their way to more than 100 countries and most wonderfully the people it serves, also own
it —around 19,000 farmers spread across the Netherlands, Germany and Belgium.

Indeed this unique fact of being owned by a cooperative of farmers colors the vision of the Company to
a great extent. Its purpose statement “nourishing by nature” means that FrieslandCampina is
committed to better nutrition for the world’s consumers; so as the population of the world crosses 9.7
Billion by 2050 FrieslandCampina will be there helping feed the world with affordable and nutritious
products. The Company also believes in a good living for its farmers so they can maximize their
incomes by being a part of the dairy ecosystem continue and growing in a sustainable manner now and
for generations to come.

During its more than hundred and forty years of history, FrieslandCampina has built strong market and
brand positions based on recognizable brands and a relentless commitment to quality and the
Company will endeavor to continue this tradition in Pakistan.

The greatest journeys are made together with others. As Engro Foods with FrieslandCampina, aided by
the Government of Pakistan and millions of Pakistani farmers embarks on this journey, the Company is
thankful to all its stakeholders. With a growing market, a clear strategy, a professional passionate
workforce and products that resonate with its customers, the Company is optimistic for 2017 to fulfill its
mission of ‘nourishing by nature’.
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company information

Board of Directors

Abdul Samad Dawood (Chairman)
Hans Laarakker (CEO/Director)*
Babur Sultan (CEO)*

Heidi van der Kooij

Hein Schumacher

Jaska de Bakker

Piet Hilarides

Sabrina Dawood

Ghias Khan

Wim Torfs

Company Secretary

Faiz Chapra
Bankers

Conventional

Allied Bank Limited

Askari Bank Limited

Bank Al-Falah Limited

Bank Al-Habib Limited

Citibank N.A.

Deutchse Bank AG

Faysal Bank Limited

Habib Bank Limited

Habib Metropolitan Bank Limited
Industrial and Commercial Bank of China Limited
MCB Bank Limited

National Bank of Pakistan

NIB Bank Limited

Samba Bank Limited

Soneri Bank Limited

Standard Chartered Bank Pakistan Limited
Summit Bank Limited

Tameer Micro Finance Bank Limited
The Bank of Punjab

United Bank Limited

Shariah Compliant

Al-Baraka Bank Pakistan Limited

Bank Al-Habib Limited - Islamic Banking

Meezan Bank Limited

Standard Chartered Bank Pakistan Limited - Saadiq

Auditors

A.F. Ferguson & Company

Chartered Accountants

State Life Building No. 1-C

l.I. Chundrigar Road

Karachi-74000, Pakistan

Tel: +92(21) 32426682-6 / 32426711-5
Fax +92(21) 32415007 / 32427938

Registered Office

5th Floor, The Harbor Front Building,
HC # 3, Marine Drive, Block 4, Clifton,
Karachi-75600, Pakistan

Tel: +92(21) 35296000 (10 lines)
Fax:+92(21) 356295961-2

e-mail: info@engrofoods.com
Website: www.engrofoods.com

Share Registrar

M/s. FAMCO Associates (Pvt) Limited

8-F, Next to Hotel Faran, Block-6, PECHS,
Shahrah-e-Faisal Karachi — Pakistan

Tel: +92(21) 3438 0101-5, 3438 4621-3
Fax +92(21) 3438 0106

* Mr. Hans Laarakker replaced Mr. Babur Sultan as Chief Executive Officer of the company on 3 January, 2017
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notice of the meeting

NOTICE IS HEREBY GIVEN that the Twelfth Annual General Meeting of Engro Foods
Limited will be held at Karachi Marriott Hotel, Abdullah Haroon Road, Karachi on Friday 24th
March 2017, at 10 a.m. to transact the following business:

A. Ordinary Business:

)

@)

(3)

To receive and consider the Audited Accounts for the year
ended December 31, 2016 and the Directors' and Auditors'
Reports thereon.

To declare a final dividend at the rate of PKR 10.00 per
share (100%) for the year ended December 31, 2016.

To appoint Auditors and fix their remuneration.

B. Special Business:

(4)

N.B

To consider, and if thought fit, to pass the following
resolution as a Special Resolution:

“RESOLVED that the Company may circulate the annual
balance sheet and profit and loss account, auditor’s report,
directors report etc. to its members through CD/DVD/USB
instead of in hardcopy at their registered addresses”.

The Share Transfer Books of the Company will be closed
from Friday, March 17, 2017 to March, 24, 2017 (both days
inclusive). Transfers received in order at the office of our
Registrar, M/s. FAMCO ASSOCIATES (PVT.)LTD, 8-F, next
to 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 of business (5:00
p.m)on Thursday, March 16, 2017 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)
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 2014, the
rates of deduction of income tax under section 150 of the
Income Tax Ordinance 2001 from dividend payment are
different for filers of Income Tax return and Non filers of
Income Tax return. 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 Registrar, or if no naotification, each
joint holder shall be assumed to have an equal number of
shares.

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

Name & Name &

CNIC No. CNIC No.

Shareholding | Shareholding

proportion 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 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 unable to comply with SRO 831(1)/2012

dated July 05 2012 of SECP and therefore will be
constrained to withhold the dispatch of 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 Law, shall apply
20% 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 deposit the
same in the Government Treasury as this has to be done
within the prescribed time.

Withholding Tax exemption from the dividend income, shall
only be allowed if copy of valid tax exemption certificate is
made available to FAMCO Associates (Pvt) Ltd., by the first
day of Book Closure.

Zakat Declarations (CZ-50)

The Zakat will be deducted from the dividends at source
at the rate of 2.5% of the paid-up value of the shares (Rs.10/-
each)under the Zakat and Ushr Laws and will be deposited
within the prescribed period with the relevant authority.
Please submit your Zakat Declarations under Zakat and
Ushr Ordinance, 1980 & Rule 4 of Zakat (Deduction &
Refund) Rules, 1981 CZ-50 Form, in case you want to claim
exemption, with your brokers or the Central Depository
Company Ltd. (in case the shares are held in Investor
Account Services on the CDC) or to our Registrars, FAMCO
Associates (Pvt) Ltd., at their address mentioned above (in
case the shares are held in paper certificate form). The
shareholders while sending the Zakat Declarations, as the
case may be must quote company name and their
respective folio numbers.

Karachi,
February 02, 2017.

Statement under Section 160 of the Companies
Ordinance, 1984

This statement is annexed to the Notice of the Twelfth Annual
General Meeting of Engro Foods Limited to be held on Friday,
March 24, 2017 at which certain Special Business is to be
transacted. The purpose of this statement is to set forth the
material facts concerning such Special Business.

Iltem (4) of the Agenda

To give effect to the notification S.R.O 470(1)2016 of the Securities
and Exchange Commission of Pakistan (“SECP”), shareholder’s
approval is being sought to allow the Company to circulate its
Annual Report through CD/DVD/USB to all members. The
Company however, shall place on its website a standard request
form to enable those members requiring a hardcopy of the Annual
Report instead of through CD/DVD/USB, to intimate the Company
of their requirement.

By Order of the Board

Faiz Chapra
Company Secretary
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our core values

At Engro Foods, we support our leadership culture through unique systems and policies, v Our People

which ensure open communication, foster an environment of employee and partner privacy, - We strongly believe in the dignity and valus of people. We must consistently treat each
other with respect and strive to create an organizational environment in which individuals

and guarantee the We”_being and Safety of our emp|oyees_ i are fairly treated, encouraged and empowered to contribute, grow and develop

themselves and help to develop each other. We do not tolerate any form of harassment
or discrimination.

Our core values form the basis of everything we do at Engro Foods: from formal decision making to how we conduct our business to spot awards

and recognition. At Engro Foods, we never forget what we stand for. Following are our core values:

Y Community & Society

We believe that a successful business creates much bigger economic impact and value

in the community, which dwarfs any philanthropic contribution. Hence, at Engro,

Eth iCS & | nteg r|ty N sustainable business development is to be anchored in commitment to engage with key
stakeholders in the community and society.

We do care how results are achieved and will demonstrate honest and ethical behavior

in all our activities. Choosing the course of highest integrity is our intent and we will

establish and maintain the highest professional and personal standards. A well-founded

reputation for scrupulous dealing is itself a priceless asset.

.
3 C « « Consumer Centric
) ‘ Consumers lie at the core of our business. We strive to understand and anticipate their
needs to develop products that satisfy their diverse requirements. Every individual works
towards this goal and the purpose of our business is to create and keep consumers and

i continue to delight them.
Health, Safety & Environment
We will manage and utilize resources and operations in such a way that the safety and
health of our people, neighbors, customers and visitors is ensured. We believe our
safety, health and environmental responsibilities extend beyond protection and
enhancement of our own facilities.

e Innovation & Risk Taking
“& 1 | Success requires us to continually strive to produce breakthrough ideas that result in
'r improved solutions and services. We encourage challenges to the status quo and seek
J; organizational environments in which ideas are generated, nurtured and developed.
| — Engro appreciates employees for well thought out risks taken in all realms of business
— s and for the results achieved due to them, acknowledging the fact that not all risks will

result in success.

13 14
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our overview

Engro Foods remains Pakistan’s fastest growing local company fuelling our nation’s economic
growth and contributing to the socio-economic fabric of society at large. With its recent
acquisition by Royal FrieslandCampina, Engro Foods is set to continue offering its customers
high quality, affordable and nutritious products and uphold their trust in our brands which have
become household names. Post transaction FrieslandCampina Pakistan Holdings B.V.(FC)
owns 51 per cent of the total shares in the Company.

Since our inception in 2005, we can confidently say we have
changed the very landscape of the country’s foods business so
that our products are now synonymous with quality, value and
nutrition. Setting and maintaining the highest standards, we have
consistently offered our consumers unparalleled compelling
products resulting in soaring consumer demand. Significant
investment in our brands, such as Olper’s, Tarang, Olper’s Lite,
Omoré and Dairy Omung has meant that Engro Foods now has
significant footprint in the food’s industry.

2016 has been a challenging year for the dairy industry both in
terms of intense competition and budgetary changes.
Competition in the category remained aggressive with multiple
new entrants spending heavily on all fronts.

Engro Foods’ South Plant which is 1.5 km from Sukkur Barrage,
was the company’s first production plant and came into
operation in 2006 as Engro Foods started business. The plant is
spread over 29 acres of land and has flexible processes enabling
it to make all Engro Foods products.

consumers nationwide use
our products every day

The Engro Foods North Plant is spread over 101 Acres of land in
Sahiwal, encompasses a product range of our dairy and ice
cream brands, and is at par with the biggest manufacturing
facilities in the Dairy and Ice Cream Sector.

Our Supply Chain Services have a vast network with 127
dedicated vehicles in the system serving as many as 137 national
distributors. With an emphasis on ensuring food safety by
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delivering on our promise of providing wholesome goodness,
Engro aims to elevate consumer delight worldwide. Even after
more than a decade, Engro Foods remains one of the Pakistan’s
fastest growing local companies fuelling our nation’s economic
growth and also contributing to the socio-economic fabric of
society at large. With over 1500 milk collection units providing
livelihood to more than 31,000 farmers across Pakistan. Each
new milestone for Engro Foods has brought greater prosperity for
Pakistan and we take immense pride in the fact that our growth
has fuelled Pakistan’s growth. Our success today directly
translates into growth of the country’s agri-business sector
accounting for more than 11.8% of Pakistan’s GDP. In a single
decade Engro Foods has become one of the country’s largest
local companies, leading ice-cream manufacturers and the
market leader in UHT.

We have also taken many firsts including our milestone of being
the first Pakistani company to cross 2 billion tetra packs to date.
Our growing operations span 310+ cities and towns in all five
provinces of Pakistan. A decade of focusing on the provision of
high quality and innovative products that delight our customers
has made our brand some of the most highly sought after
nationwide.

As Engro Foods looks back over the successes of the last
decade, we are determined to the continued consolidation of our
company’s presence while facing all the challenges the future
brings. Our company’s success is due to the unrelenting efforts
of a team that is committed to excellence, and as we forge ahead
we hold steadfast to our commitment to always represent the
best of Pakistan.
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our portfolio

At Engro Foods, we put great emphasis on manufacturing food products that combine great
taste with the best value and nutrition to enhance lives, excite consumers and exceed
expectations every day.

our footprint in Pakistan

Our growing market share covers over 8 regions and 300+ cities in Pakistan while our
products are used by 12 million consumers every day. In our quest to expand our footprint
and develop new markets, the coming years will therefore witness Engro Foods explore new
product categories and bigger markets with quality food products guaranteed to leave our
consumers craving for more.

processing
plants and
a production farm

00T
1500 +

milk collection points
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Compliance Statement

The Board of Directors has throughout the year 2016 complied
with the “Code of Corporate Governance” as per the listing
requirements of the stock exchanges and the “Corporate and
Financial Reporting Framework” of the Securities and Exchange
Commission of Pakistan.

Internal Control Framework

Responsibility

The board is ultimately responsible for Engro'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 and budgeting for
review processes. All policies and control procedures are
documented. The Board establishes corporate strategy 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 Engro'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 financial controls from the external and internal auditors
and reviews the process for monitoring the effectiveness of internal
controls.

There is a company-wide policy governing appraisal and approval
of investment expenditure and asset disposals. Post completion
reviews are performed on all material investment expenditure.

Audit

Engro has an Interal 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.

Directors

As at December 31, 2016 the Board comprises of one Executive
Director, one independent Director, eight non-executive Directors of
whom one is an executive in other Engro Group company, who have
the collective responsibility for ensuring that the affairs of Engro Foods
are managed competently and with integrity.

Anon-executive Director, Mr. Abdul Samad Dawood, chairs the Board
and the Chief Executive Officer is Mr. Hans Laarakker. Biographical
details of the Directors are given later in this section.

A Board of Directors’ meeting calendar is issued annually that sched-
ules the matters reserved for discussion and approval. The full Board
met 6 times this year and discussed matters relating to inter alia long
term planning, giving consideration both to the opportunities and risks
of future strategy.

All Board members are given appropriate documentation in advance
of each Board meeting. This normally includes a detailed analysis on
businesses and full papers on matters where the Board is
required to make a decision or give its approval.

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, system of
internal controls andrisk management and the audit process. It has
the autonomy to call for information from management and to
consult directly with the external auditors or their advisors as
considered appropriate.

The Chief Financial Officer regularly 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 5 times during 2016.

The Committee comprised of the following members up till
December 20, 2016:

Muhammed Amin Chairman
Abdul Samad Dawood Member
Zafaryab Ali Khan Member
Isfandiyar Shaheen Member

Subsequently, after resignation of Muhammed Amin, Zafaryab Al
Khan and Isfandiyar Shaheen, the Committee was re-constituted
as follows:

Ms. Jaska de Bakker Chairman
Mr. Ghias Khan Member
Mr. Wim Torfs Member

Saleem Lallany, GM Internal Audit/ Secretary BAC.

Functional Committees

COED Committee

COED Committee is responsible for the review of compensation,
organization, training and development matters.

The committee comprises the following members:

Hans Laarakker - Chairman
Usman Zaheer

Imran Husain

Zahid Mahmud

Salman Goheer

Ahsan Afzaal Ahmad

Syed Saud Ahmed Pasha
Imran Ahmed

Management Committee

The Management Committee is responsible for devising the
overall business strategy and overseeing operations to ensure
that annual business plans are aligned with the company's
long-term growth vision.

The Committee comprises the following members:

Hans Laarakker - Chairman
Ahsan Afzaal Ahmad

Imran Husain

Salman Goheer

Syed Saud Ahmed Pasha
Usman Zaheer

Imran Ahmed

Zahid Mahmud

22
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directors’ profiles

At Engro Foods, we draw our strengths from the combined expertise, knowledge and skills
of our board of directors representing a group of highly successful professionals and business

leaders, who bring in a wealth of ideas and experience that can be applied to all aspects of
our operations.

Abdul Samad Dawood
Chairman

Abdul Samad 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. He is Chairman of Engro Foods
Limited and Director on the Boards of Dawood Hercules
Corporation Limited, Dawood Lawrencepur Limited, The
Hub Power Company Limited, Engro Corporation Limited
and Engro Fertilizers Limited. Abdul Samad is a member
of Young Presidents’ Organization, Pakistan Chapter.
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Hans Laarakker
Chief Executive Officer

Hans Laarakker leads the M&A and Business
Development department of  FrieslandCampina
worldwide. He has 25 years of experience in various
financial and general management roles with companies
such as DSM, Perfetti van Melle and FrieslandCampina.

During this period he has worked and lived in various Asian
and Central European countries. Since two years Hans is
responsible for all the M&A activities, and as such recently
been responsible for the closing of transactions in Europe,
Africa, South East Asia and China.

Hein Schumacher
Director

Hein Schumacher currently serves as the CFO of Royal
FrieslandCampina N.V. Prior to this he has held various
leading positions with H.J. Heinz i.e. Executive Vice
President and Zone President Asia Pacific, President
Greater China, Vice President & CFO based in London,
Vice President & Chief Strategy Officer based in USA
Heinz World Headquarters and before that Finance
Director, CFO and Vice President at H.J. Heinz Continental
Europe.

In addition, he has also served as Corporate Controller
Asia & Central America and M&A project leader
divestment Asia, Peru and Central America with Royal
Ahold NV. and at Unilever he held various financial
positions i.e. Finance Manager Global Customers. He
joined the Board in 2016.

Heidi van der Kooij
Director

Heidi van der Kooij is the Legal Director — General Counsel
& Company Secretary of Royal FrieslandCampina N.V.
Before that she held a.o. legal director positions at Royal
Wessanen NV and at Corporate Express NV and was a
non-executive director at Opra. She holds an MBA from
William E. Simon School at Rochester University - NY and
Nyenrode University — the Netherlands; in addition to
being a civil law graduate from University of Utrecht — the
Netherlands. She joined the Board in 2016.
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Ghias Khan
Director

Ghias Khan is the President and Chief Executive Officer of
Engro Corporation Limited. Before being appointed
President and CEO on December 1st 2016 he had held
several executive and board roles across Dawood
Hercules Group companies.

Joining Dawood group via acquisition in 2005, Ghias was
the CEOQ of Inbox Business Technologies one of Pakistan’s
largest technology companies. During his 15 years at
Inbox Ghias grew the employees to over 1900, and
pivoted the company from a computer manufacturer to a
systems integrator, and then again to a technology
enabled digital services company.

Most recently Ghias was the Executive Director & Head of
the Chairman’s Corporate Office at Dawood Hercules. He
was the principal aide of the Chairman of the Group on a
range of matters of institutional importance including but
not limited to board governance, communications,
external relationships and special projects. Ghias also
served as Chairman of Elixir Securities from 2011-2014.

Ghias is a strong believer in the social enterprise and the
responsibility of businesses to environmental and human
wellbeing. Ghias holds an MBA from the Institute of
Business Administration in Karachi.

Sabrina Dawood
Director

Sabrina Dawood is the CEO of Dawood Foundation. She
has been involved in the field of education through her
involvement in several education initiatives such as
Dawood Public School and Lady Marium Adamjee
School. She is also a member of Board of Governors of
National Management Foundation (NMF) of Lahore
University of Management Sciences (LUMS) and sits on
boards of Karachi School of Business and Leadership
(KSBL)and Children’s Literature Festival. Sabrina is also in
the board of Dawood Hercules Corporation Limited.

She holds a MSc in Medical Anthropology from University
College London and a BA from London School of
Economics in Anthropology and Law. She joined the
board in 2013.

Piet Hilarides
Director

Piet Hilarides is the Chief Operating Officer of the Consumer
Products Asia business group. He has been responsible for the
Cheese Butter and Milk powder business group and is also the
member of the Executive Board of Royal FrieslandCampina
N.V. in 2009. Before that he held a variety of management
positions at Campina and Melkunie, i.e. General Manager Food
service and Sales & Marketing. In the past he has also served
as account director at Pepsico and sales manager at Smiths’
Food Group. He joined the Board in 2016.

Jaska de Bakker
Director

Jaska de Bakker is the Chief Financial Officer, Member of
the Executive Board and statutory director of Royal
HaskoningDHV. She has extensive experience in the
domains of controlling, accounting, tax, treasury, risk
management and internal audit. In addition to being
awarded CFO of the year 2016, Bakker's global
responsibility has included working in Singapore, Vietnam,
Indonesia, Thailand, China, Myanmar and Malaysia. She
has also been part of renowned organizations including
Arthur D. Little, LEAF and The Boston Consulting Group.
She joined the Engro Foods Board in 2016.

Wim Torfs
Director

Wim Torfs has fifteen years of international management
experience serving large corporations as an advisor. He
started his career working in Brussels — Belgium, as a
consultant for governments and private companies on
liberalization issues.

The next 10 years, Wim worked at Mckinsey & Company
where in 2009, he became a partner based out of the
MiddleEast office. In this role, he served a diverse set of
large clients on topics ranging from strategy, sales and
marketing, regulatory management and operational
transformations. Within McKinsey, Wim was also
responsible for talent development as well as the Middle
Eastern Strategy Practice.

In 2013, Wim left McKinsey to follow his passion for
technology and founded Glowfish Capital — a business
builder/incubator that focuses on building consumer
focused technology start-ups.

Wim is also a member of the advisory board for the Minister
of telecom and ICT in Qatar and he is the founder of
Babouka — a charity helping Pakistani and Tanzanian
women. Wim holds masters in Management from Leuven
Ghent Management School as well as a masters in
Commercial Engineering from the University of Antwerp,
Belgium. He joined the Engro Foods Board in 2015.
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directors’ report

On behalf of the Board of Directors of Engro Foods Limited (a majority owned subsidiary of
FrieslandCampina Pakistan Holdings B.V.), we are pleased to submit the annual report and the
audited financial information of the Company for the year ended December 31, 2016.

Liguip TEA w
L

HI'II,-MEH

Acquisition by FrieslandCampina.

On 19 December 2016, FrieslandCampina Pakistan Holdings B.V.,
a Company incorporated in Netherlands and a subsidiary of Royal
FrieslandCampina N.V., concluded the ongoing acquisition
transaction of Engro Foods Limited with Engro Corporation. Post
transaction FrieslandCampina Pakistan Holdings B.V.(FC) owns 51

per cent of the total shares in the Company.

Business Overview

2016 has been a challenging year for the dairy industry both in
terms of intense competition and budgetary changes.
Implementation of the Federal Budget for 2016-17 which included
a change in the GST regime from zero rating to exempt for dairy
products and imposition of Regulatory Duty @ 25% on import of
dairy powders has resulted in an increase in the cost of doing
business which has temporarily affected industry growth. Also
competition in the category remained aggressive with multiple new
entrants spending heavily on all fronts.

The Company reported revenue of Rs. 44.3 billion in 2016 as
compared to revenue of Rs. 49.8 billion last year. Gross margin in
2016 declined to 22.6% from 23.1% in 2015 due to increase in cost
of doing business owing to imposition of GST and regulatory duty.
On an overall basis, The Company reported a net profit of
Rs. 2,387million in 2016 as compared to net profit of Rs. 3,162
million in 2015.

44.3..

revenue generated in 2016

Dairy And Beverages Segment

The Specialized Tea Creamer category saw the rise of multiple
mushroom players jockeying for market share and investing heavily
on all fronts. Also the category growth in the second half of 2016
remained under pressure due to changes in tax regime followed by
price increases which adversely affected growth of Tarang in 2016.
Despite these challenges, Tarang continues to be the market leader
and remains the most widely distributed UHT brand.

Olper’s continued its trend of impressive growth over the past year
despite a resurgent competitor with an aggressive strategy. The
Company continued to invest behind Olper’s positioning of being
the drinking milk of choice for children to tap into the drinking
opportunity. The brand remains the only player in the category with
unique SKUs in all sizes, and is expected to continue its upward
trajectory in the years to come.

FrieslandCampina Pakistan Holdings B.V., a
Company incorporated in Netherlands and
a subsidiary of Royal FrieslandCampina N.V,,
concluded the ongoing acquisition
transaction of Engro Foods Limited with
Engro Corporation. Post transaction
FrieslandCampina Pakistan Holdings B.V.
owns 51 per cent of the total shares in the
Company.

The Dairy and Beverages segment reported a topline of Rs. 40.7
billion registering a decline of 12% over last year. Segment
contributed Rs. 2,474 million to the Company’s profitability this year
compared to Rs. 3,227 million in 2015.

Ice Cream And Frozen Desserts Segment

During 2016, the Engro Foods ice-cream and frozen desserts
business further built on its success in 2015 and maintained growth
momentum. 2016 saw promotion of mother-brand “Omore”, to
re-vitalize the identity of the brand among the masses, along with
innovation specific campaigns. Innovations continued to play a
major role in achieving successes throughout the year, with a
number of products making their mark across formats. The Ice
Cream & Frozen Desserts business segment reported revenue of
Rs. 3.66 billion, recording a growth of 5% over last year. With
reduced input costs and better controls, the segment recorded a
profit of Rs. 43 million in 2016 compared to a loss of Rs. 75 million
in 2015.
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Dairy Farm Segment

The Company’s Nara Dairy Farm continued to remain a rich
and nutritious source of quality milk for our dairy segment. The
farm currently produces 44,608 (2015: 35,095) litres per day
with a total herd size of 5,626 animals of which 2,895 are
mature assets able to produce milk. On account of valuation
losses due to falling international market prices of animals, the
segment reported a loss of Rs. 130 million in 2016 versus a
profit of Rs. 12.5 million in 2015.

Social Investments

As part of our continuing commitment towards improving the
life of our stakeholders, and specifically that of our host
communities, we contributed approximately PKR 18 million
under our social investments commitments in 2016. Our social

investments programs are managed by Engro Foundation —
the single CSR front for all Engro companies. Engro
Foundation together with its partners worked in the areas of
education, health, infrastructure, livelihoods and disaster
management to provide socio-economic opportunities to a
multitude of individuals and households in our host
communities.

In addition, we continued our strategy to work towards
generating greater sustainable impact by focusing on
business inclusiveness. This was also demonstrated in spirit
by our employees that continued to volunteer for causes that
helped the under-privileged and clocked in an astounding 6,252
volunteer hours across various causes.

Nara Schools:

Through the year, in collaboration with Engro Foundation, we
continued to support 2 primary schools in Nara desert in Nara
Farm’s neighborhood. The Nara schools have been running
successfully for the past 4+ years and are the only
educational facility in the area of Nara desert, providing
education to over 280 children — male and female. In addition
to regular coursework and curriculum, the school continued to
provide holistic learning experience to the children by holding
various extra-curricular activities. Moreover, this year through
the efforts of our partners, we were successful in registering
the schools for government funding, which will help us
enhance our outreach in the area and provide better
educational opportunities.

Sahiwal Schools:

In 2010-11, Engro Foods, in collaboration with Engro
Foundation & CARE Foundation, expanded its educational
footprint in Sahiwal. Over the course of the past 6 years, we
have adopted 4 schools in and around the Sahiwal area
catering to the nearby villages as well. These schools continue

to provide education to over 1400 students, with a 64%
female student enrolment across the network. Throughout
the year, the schools recorded 90 man-hours of teacher
training on classroom management, lesson planning and
student motivation.

Health Initiatives:

Each year Engro Foods in collaboration with its implementation

partner, The Blessings Foundation, continues to deploy health
interventions in Sukkur through an OPD clinic. The primary
healthcare unit provides ante-natal & post-natal check-ups
through lady health volunteers along with immunization and
vaccination programs. In 2016, the health interventions

benefited 10,000+ individuals through its various programs.

Strengthening Entrepreneurs and Dairy Stakeholders
Network [SEaDS - Net] Project

In 2015, based on the learnings and insights of our work with a
multitude of rural dairy community and specifically from projects
such as Women Empowerment through Livestock Development
(WELD), Engro Foods in partnership with Engro Foundation initiated
the SEaDS-Net Project with technical assistance grant from
KFW-DEG. The objective of the program is to work with dairy
farmers and enhance their entrepreneurial opportunities through
provision of training on animal health and nutrition services, in

addition to adding new products such as fodder seed etc.

Currently there are 56 entrepreneurs registered with the project
team, against a target of 50. These include 49 extension workers
and 7 village milk collectors. Successful efforts have been made to
improve the market linkages for the entrepreneurs, both upstream
and downstream. Moreover, through the year, 20 trainings have
also been conducted to improve record keeping and financial
management of the entrepreneurs making it easier for them to
follow business plans and determine profitability of new products
and services. To date, the project has trained 5,723 farmers on
better livestock management, against a plan of 5,200 farmers. As
part of the project, all entrepreneurs are equipped with internet
enabled digital tablets to improve their record keeping and
communication capabilities and going forward, an android-based
portal is being piloted which will help entrepreneurs seek real-time
support from veterinary doctors, enable them to keep a record of
all transactions and maintain a database of their customers.

Our Human Resources

Our success is dependent on attracting and retaining
high-performance teams. We believe our people provide the core
enduring advantage to us to constantly improve, innovate and grow.
Through the year, we worked on various HR initiatives and
processes to ensure that our induction schemes, training &
development methodologies, compensation strategies and
performance appraisal systems remained robust and in line with
best practices. Our key areas of focus for the year 2016 remained
diversity & inclusion; capability development; competency realignment;
talent development; health & wellness amongst other key areas.

Capability Development:

The talent and organizational development strategy of Engro Foods
hinges on the philosophy that by investing in our employees, the
organization is essentially making the most beneficial investment for
the company. In 2016, an experiential learning module focusing on
three leadership competency groups was launched, which covered
the needs of all employees’ organization-wide. In addition, a
customized program for the senior leadership team was also
designed which was a follow-up to the Leadership Trust module
rolled out earlier, where employees were provided with a road-map
to actualize their true potential.

Diversity & Inclusion:

We believe that diversity can be a true harbinger of innovation and to
this effect, the Company strives to be inclusive in its employment
approach. Through the course of past few years, we have worked
towards instilling diversity as part of how we do business. After
concerted efforts on sensitizing the employee base towards
inclusion and diversity, we renewed our focus to a higher
benchmark by conducting a retrofitting exercise to ensure that all
our premises remain accessible. This was then leveraged to launch
a specialized project-based internship program for people with
disabilities. These internships, spanning over a period of 2-3
months, were offered in different functions with the objective of
providing opportunities for these people to work in a professional
environment while putting their skills to test. At the end of these
internships, detailed feedback sessions were held with these interns
resulting in permanent employment opportunities for selected
candidates.

Sales Functional Competency Model:

With the ever evolving and diversifying business challenges,
understanding and responding to changing customer needs,
supporting growth and improving profitability, we recognize that
building people capability and enabling functional transitions
are core axle points for growth and progression. Therefore, we
place significant weight on continuously advancing the business
acumen & functional competencies of our sales force as
necessary for them to be uniquely valuable advisors to their
customers and maintaining a competitive edge in the market.
Building on the premise of developing talent in light of changing
scenario, the Sales Functional Competency Model was
launched this year which defines the competencies and skills
that drive success. It is specifically customized to the unique
requirements of each job where competency dimensions and
skills are explicitly tied to the stages of our sales and distribution
process to maximize meaningfulness and linkages to
coaching. It provides an objective picture of basic,
intermediate, advanced & expert proficiency levels for each
competency dimension.

This approach will help us in ensuring competency assessment,

performance review, training modules and employee
development plans such that all are mirrored to one another to
maximize consistency, objectivity & synergistic reinforcement.
Health & Wellness Initiatives: At Engro Foods we take the health
and well-being of our employees very seriously and devise a
number of in-house programs and initiatives that are tailored to
mirror a healthy lifestyle for employees. This year under the
umbrella of “Healthletics” several innovative programs and
initiatives were rolled out. Keeping in mind the latest
technological trends, we understand the importance of
providing information to our employees at their fingertips. Our
Health Insurance Application, “Engsure” designed on the same
principles was launched in 2016 for use by all employees.
Engsure is a compact application that provides all relevant data
for emergencies, in-patient medical and hospitalization creating
a one-stop mobile stop. To encourage healthy habits among our
employees, work-out routines after office hours were introduced,
healthier eating options were made available in the office
cafeteria and health risk assessments were conducted for
employees followed by detailed consultation by medical
physicians.

Key HR Indicators/KPIs:

Attrition Rate 10.82%

Employee Engagement Index 64%

Health, Safety & Environment:

Ensuring Employee Safety at the Workplace

At Engro Foods, we believe in doing business with a conscience
and leading by example and that is why we undertake strategic
investments that incorporate a strong consideration for the
safety of our people, plants and the planet at large. Time and
again we have demonstrated our commitment to best practices
in HSE by striving to benchmark our systems and processes
against world class standards and the year 2016 was no
different.

Our manufacturing facilities in Sukkur and Sahiwal successfully
underwent the ammonia release study so as to enhance our
level of preparedness in case of any emergent situation. In
addition, through the year we also completed the Fire Risk and
Building Assessment study for both the facilities at Sukkur and
Sahiwal.

To enhance employee safety at workplace the night time driving
policy was finalized after an international benchmarking study
was performed. In addition, the driving policy was reviewed and
the transport safety operational plan was implemented
highlighting the risks of distracted driving due to use of latest
technology gadgets in the car.
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certifications

ISO 9001

FSSC
22000

SWL & SKZ
Plant Only

ISO 14001

BRC

AA Grade

ISO 17025

accredited across 09
laboratory tests

Global GAP

Dairy Farm Only

1ISO 22000

Milk Procurement
Only

KPIs

Total Recordable Injury Rate (TRIR) 0.15
Loss of Working Injury (LWI) 03
Total Man-hours 19,621,855
Fatalities Nil
Recordable Injuries 15
National Environmental Quantity Standards (NEQS) Emissions Nil

Cash Flow and Working Capital Management

Higher cash was generated from operating activities during the
year amounting to Rs. 5,122 million versus Rs. 4,517 million in
2015. Rs. 1,616 million were received during the year pertaining to
Sales Tax refundable. Taxes paid for the year amounted to Rs.
1,152 million versus Rs. 1,088 million last year.

Capital Investment, Capital Structure and Finance
Net long term borrowings at year end decreased to Rs. 500 million
(2015: Rs. 2,196 million). The balance sheet gearing (Company's
long term debt to equity ratio) for the year ended 2016 is 03:97
(2015: 13:87). The liquidity position of the Company remains
robust with a year-end current ratio of 1.9: 1 (2015: 1.5: 1).

Major Judgment Areas

Main areas related to taxation, property, plant and equipment,
intangible assets, biological assets, stock-in-trade, employee
share option scheme and provision for staff retirement & other
service benefits.

Accounting Standards

The accounting policies of the Company reflect the requirements
of the Companies Ordinance, 1984 and such approved
International Accounting Standards and International Financial
Reporting Standards as have been notified under this Ordinance
as well as through the directives issued by the Securities and
Exchange Commission of Pakistan.

Credit Rating

Engro Foods’ Sukuk issue has been assigned a medium to long
term credit rating of “A+” (Single A Plus) by JCR-VIS. The rating
reflects the Company’s financial and management strength and
denotes a low expectation of credit risk and the capacity for timely
payment of financial commitment.

Dividend
The Board is pleased to propose a final dividend of PKR 10 per
share (including a one-time special dividend of Rs. 9 per share) for

the year ended December 31, 2016 for approval of the members at
the Annual General Meeting to be held on March 24, 2017.
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Employee Share Option Scheme
The company operates a Share Option Scheme. The detail of
scheme is explained in note 8 of the accounts.

Pension, Gratuity and Provident Fund

The Company maintains plans that provide post-employment and
retirement benefits to its employees. These include a contributory
provident fund and a defined benefit gratuity scheme.

Statement of value of investments as at latest audited financial statement date is as follows:

S.No. Gratuity Fund
(Rs. in million)
Audited upto June 30, 2016

1 Net assets as per audited financial statements 464

2 SSCs/PIBs/RICs 308

3 Mutual Funds 7

4 TFCs 9

5 Shares 57

6 Bank Deposits 69

7 Payables (13)

\_ Total 464 J
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The above mentioned plan is funded scheme recognized by the tax authorities. The latest actuarial valuation of gratuity scheme was
carried out at December 31, 2016 and the financial statements of these have been audited up to June 30, 2016.

For all permanent employees of the Company, Engro Corporation Limited (ECL), operates and maintains a defined contribution provident
fund on behalf of the Company. Equal monthly contribution at the rate of 10% of basic salary are made both by the Company and the

employees to the defined contribution fund.

Auditors

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

Pattern of Shareholding

Major shareholders of Engro Foods Limited 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 2016 is shown later.

Board of Directors

Statement of Director Responsibilities

The directors confirm compliance with Corporate and Financial
Reporting Framework of the SECP Code of Governance for the
following:

1. 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.

2. Proper books of accounts of the company have been
maintained.

3. 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.

4. International Financial Reporting Standards, as applicable in
Pakistan, have been followed in preparation of the financial
statements and any departures there from have been
adequately disclosed.

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

Board Induction & Governance

Towards the end of 2016, as the major international partnership
between Royal FrieslandCampina and Engro Foods Limited
materialized, we saw some key changes in the leadership.

Anew board was constituted on the 20th of December, involving 5
members of Royal FrieslandCampina Group. Babur Sultan, an
Engro Foods Limited veteran resigned, after spending a decade in
senior leadership roles within the company since its inception, with
effect from January 3, 2017. Hans Laarrakker has been appointed
the new CEO of the Company. He has 25 years of experience in
various financial and general management roles. Since two years

Board Meetings and Attendance

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

7. There is no material departure from the best practices of
corporate governance, as detailed in the listing regulations.

he has been responsible for all the M&A activities, and as such
recently been responsible for the closing of transactions in Europe,
Africa, South East Asia and China.

In lieu of the success of the deal and the commitment Royal
FrieslandCampina brings to the Pakistani dairy market; the new
board and leadership is confident about improvement and
accelerated growth at all levels.

In 2016, the Board of Directors held 6 meetings to cover its complete cycle of activities. The attendance record of the Directors is as

follows:

Director’'s Name Meetings Attended

Abdul Samad Dawood

Babur Sultan

Muhammad Amin **

Sabrina Dawood

Rehan Hassan **

Zafaryab Ali Khan **

Isfandiyar Shaheen * *

Marco L. Spits* *

Syed Khalid Siraj Subhani*

Wim Torfs

Ghias Khan***

Heidi Van der Kooij* * *

Hein Schumacher ** *

Jaska de Bakker * * *

* Kk

Hans Laarakker

\_ Piet Hilarides***

===l [O|>[OTD

*  Resigned on November 30, 2016
** Resigned on December 20, 2016
***Appointed on December 20, 2016
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future outlook

The Company intends to continue its journey of investing behind its brands to drive conversion from loose milk to hygienic processed milk.
Focus will remain on accelerated growth and maintain market leadership on the back of increased penetration by optimizing the
distribution base.

Further, post-acquisition by Royal FrieslandCampina, we expect to benefit from their R&D capabilities, innovation and farmer strength,
while keeping our promise to deliver high quality dairy products.

Imposition of GST and Regulatory Duty has increased the cost of doing business which has been partly passed on to the end consumer
hence, affecting industry growth momentum. The industry needs support from regulatory bodies to align differences between federal and
provincial food laws & regulations inconsistencies within which, pose challenges for the packaged industry. Minimum pasteurization law
which is in place worldwide should be considered for implementation in Pakistan to address quality issues of loose milk.

Ch.7

Abdul Samad Dawood Hans Laarakker
Chairman Chief Executive Officer
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financial review

Business Revenue (Rs. in billions)
% Segment Share

® Dairy, Beverages & Others
@ Ice cream

92%

TOTAL

e 44.30

2016

Sales (Rs. in million)

2011 2012 2013 2014

49,834

2015 2016

® Dairy, Beverages & Others
@ Ice cream

TOTAL

93%

REVENUE 49 8
Rs. '

2015

Operating Profit/Loss

& % of Sales (Rs. in million)

mmmm  Operating Profit/Loss
—O0— % of Sales

122%

2011 2012 2013

2014 2015 2016
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Profit / Loss Before Tax
& % of Sales (Rs. in million)

mmm  Profit/Loss Before Tax
—O0— % of Sales

99%

2011 ' 2012 T 2013

Actual Production &

Production Capacity (‘000 litres)

mmmm  Actual Production
mmmm Production Capacity

637,008

493,338
481,785

405,999

2011 2012

437,318

696,000

2013

489,461

8.6%

769,000

2014

571,896

787,000

2015

502,476

Profit / Loss After Tax
& % of Sales (Rs. in million)

mmm Profit/Loss After Tax
—O0— % of Sales 6.3%

6.5%

2011 2012 2013 = 2014 2015 = 2016

787,000

2016

Profitability Ratios

—e—  Gross Profit Ratio
—e—  Net Profit to Sales

30%

25%

O 4
—  247% 517 22.6%
20% 21.6% -
20.0%
15% 18.0%
10% _
0.07 0.970 5 4(y
B 0
5% 80% __— T~ 019 D)
— 0.6%
0%
5%
10%
2011 \ 2012 \ 2013 \ 2014 \ 2015 \ 2016

Statement of value addition & distribution

2016

2015

Wealth Generated Rupees in Million - Rupees in Million -

To employees

Total Revenue inclusive of sales-tax and other income 45,461 51,019
bought-in material and services (83,944) - (38,598) -
11,517 - 12,421 -

Wealth Distributed -

Salaries, benefits and other costs 2,547 2212% 2,836 22.83%
To Government

Taxes, duties and development surcharge 4144 35.98% 3,493 28.12%
To Society

Donations towards education, health,

environment and natural disaster 26 0.23% 23 0.19%
To Providers of Capital

Mark up/interest expense on borrowed money 348 3.02% 856 6.89%
Retained for reinvestment and future growth,

depreciation, amortization, retained profit 4,451 38.65% 5,213 41.97%
\_ 11,517 12,421 %
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financial summary

Balance Sheet

Share capital

Share premium

Employee compensation reserve

Hedging Reserve

Remeasurement of post employment
benefits - Actuarial loss

Unappropriate profit / (Accumulated loss)

Shareholders’ funds / Equity
Long term borrowings
Capital employed

Deferred liabilities
Property,plant & equipment
Long term assets

Profit and Loss
Sales

Gross profit
Operating profit
Profit before tax
Profit after tax

Cash Flows

Net cash flow from operating activities
Net cash flow from investing activities
Net cash flow from financing activities
Changes in cash & cash equivalents
Cash & cash equivalents — Year end

Others (Million)
Market capitalisation
Numbers of shares issued

Quantitative Data (‘000 Litres)
Production Capacity

Dairy & Beverages

Ice cream

Actual Production

Dairy & Beverages
Ice cream
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2016 2015 2014 2013 2012 2011
(Rupees in millions)

7,666 7,666 7,666 7,666 7,616 7,518
865 865 865 865 810 722
434 595 400 407 - -

= (1) (28) (10) 17 (18)

(74) (84) (36) (35) (23) =
8,259 5,872 2,710 1,821 1,610 (985)
17,150 14,913 11,578 10,715 10,031 7,237
500 2,196 5,477 7127 6,023 5,610
17,650 17,109 17,055 17,842 16,054 12,847
- - - - - 2
13,121 13,860 15,022 14,505 11,023 9,615
94 134 109 93 82 24
44,346 49,834 42,602 37,361 39,662 29,624
10,039 11,531 7,676 7,613 9,814 6,394

3,866 5,150 2,328 2,174 4,823 2,412

3,518 4,294 494 508 3,921 1,363

2,387 3,162 889 211 2,595 891

5,122 4,517 786 2,356 3,214 1,080

(1,188) (790) (2,556) (5,221) (8,379) (2,341)

(3,176) (1,722) (1,081) 547 1,819 2,474
758 2,005 (2,851) (2,318) 1,653 1,212
638 (121) (2,135) 727 3,045 1,392

147,218 112,366 83,250 80,105 74,783 16,995
767 767 767 767 762 752
748,000 748,000 730,000 657,000 601,481 446,258
39,000 39,000 39,000 39,000 35,627 35,5627
482,958 552,532 472,735 422,818 476,788 388,236
19,518 19,364 16,726 14,500 16,550 17,763

financial performance indicators 2011 to 2016

Ratio

Profitability Ratios:
Gross Profit ratio

Net Profit to Sales
Operating leverage ratio
Return on Equity

Return on Capital employed

Liquidity Ratios:

Current ratio

Quick / Acid test ratio

Cash to Current Liabilities

Cash flow from Operations to Sales

Activity / Turnover Ratios:

No. of Days Inventory

No. of Days Receivables

No. of Days Payables

Operating cycle

Inventory turnover

Debtors turnover

Creditors turnover

Total Assets turnover ratio / Fixed
Assets turnover ratio

Investment /Market Ratios:

Eamnings per Share (EPS)- basic & diluted
Price Earnings ratio

Cash Dividend

Stock Dividend

Market value per share at the end of the year
Highest market value during the year
Lowest market value during the year
Breakup value per share

Capital Structure Ratios:
Long-term Debt to Equity

2016

22.6%
5.4%
2.26

13.9%

13.7%

1.9
11
01
01

36.4
0.8
46.0

(8.9)
10.0
4737
7.9

1.8

3.11
61.72
10.00
191.94
19219
115.35

22.37

2.8%

2015

23.1%
6.3%
11.63

211%

18.4%

1.5
1.0
0.0
01

32.2
0.8
40.0

(7.0)
11.3
466.8
9.1

1.9

413
36.49

146.50
179.46
105.31

19.45

12.8%

2014

18.0%
21%
2.42
7.7%
51%

1.3
0.7
0.0
0.0

35.4
11
411

(4.6)
10.3
3415
8.9

1.7

116
93.57

108.54
126.25
89.80
15.10

32.1%

2013

20.5%
0.6%

12.62
2.0%
1.2%

1.7
0.9
041
01

40.4
1.5
441

(2-3)
9.0
246.9
8.3

1.6

0.28
373.00

104.44
163.45
79.40
13.98

39.9%

2012

24.7%
6.5%
2.95

25.9%

18.0%

21
1.2
0.1
01

37.5
11
32.9
5.6
©.7
335.8
1141

1.8

3.43
28.61

98.14
99.74
22.00
13.17

37.5%

2011

21.6%
3.0%
3.85
12.3%
7.9%

1.8
0.9
0.1
0.0

371
0.9
39.4
(1.4)
9.8
426.3
9.3

1.8

1.22
18.62

22.60
26.70
20.60

9.63

43.7%
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key shareholding and shares traded

Information of shareholding required under reporting framework is as follows:

1. Associated Companies, undertakings & related parties

FrieslandCampina Pakistan Holding B.V.*
Engro Corporation Limited

2.Directors, CEO & their spouses & minor children

Abdul Samad Dawood

Hans Laarakker **
Heidi van der Kooij**
Hein Schumacher**
Jaska de Bakker**
Piet Hilarides™*
Sabrina Dawood
Wim Torfs

Ghias Khan

3. Executives
(Approximately)

4. Public Sector Companies & Corporations

5. Banks, Development Finance Institutions, Non-Banking Finance Institutions,
Insurance Companies, Takaful, Modaraba and Pension Funds

6. Mutual Funds

CDC - TRUSTEE ATLAS STOCK MARKET FUND

CDC - TRUSTEE MEEZAN BALANCED FUND

CDC - TRUSTEE UNIT TRUST OF PAKISTAN

CDC - TRUSTEE AKD INDEX TRACKER FUND

CDC - TRUSTEE NAFA INCOME OPPORTUNITY FUND

CDC-TRUSTEE PAK. INT. ELEMENT ISLAMIC ASSET ALLOCATION FUND
CDC - TRUSTEE MEEZAN ISLAMIC FUND

CDC - TRUSTEE FAYSAL ASSET ALLOCATION FUND

CDC - TRUSTEE ATLAS ISLAMIC STOCK FUND

CDC - TRUSTEE NAFA STOCK FUND

TRUSTEE-BMA CHUNDRIGAR ROAD SAVINGS FUND

CDC - TRUSTEE APF-EQUITY SUB FUND

CDC - TRUSTEE NAFA ISLAMIC ASSET ALLOCATION FUND

CDC - TRUSTEE APIF - EQUITY SUB FUND

CDC - TRUSTEE ABL INCOME FUND

CDC-TRUSTEE NAFA SAVINGS PLUS FUND - MT

CDC - TRUSTEE MCB DYNAMIC CASH FUND - MT

CDC - TRUSTEE ALFALAH GHP INCOME FUND - MT

CDC - TRUSTEE KSE MEEZAN INDEX FUND

MCBFSL - TRUSTEE PAK OMAN ADVANTAGE ASSET ALLOCATION FUND

* As at December 31, 2016 20,500 physical shares (aquired through mandatory trade offer under the securities act 2015) were in process of transfer in the name of FrieslandCampina Pakistan Holding B.V.

** Relevant forms for transfer have been signed and procedures are being undertaken to issue the shares to the nominee directors.

390,943,499
306,075,939

501

O O O O O

67,501

295,000

25,330,409

200,000
40,300
5,500
24,674
71,500
700
256,821
25,000
100,000
427,500
5,500
12,500
200,500
17,500
17,000
38,600
1,400
10,700
128,500
20,000

MCBFSL - TRUSTEE PAK OMAN ISLAMIC ASSET ALLOCATION FUND
CDC - TRUSTEE PIML STRATEGIC MULTI ASSET FUND

CDC - TRUSTEE FIRST CAPITAL MUTUAL FUND

CDC - TRUSTEE NIT INCOME FUND - MT

CDC - TRUSTEE PIML ISLAMIC EQUITY FUND

CDC - TRUSTEE FAYSAL SAVINGS GROWTH FUND - MT

CDC - TRUSTEE NATIONAL INVESTMENT (UNIT) TRUST

CDC - TRUSTEE NAFA INCOME OPPORTUNITY FUND - MT

CDC - TRUSTEE PIML VALUE EQUITY FUND

CDC - TRUSTEE NIT ISLAMIC EQUITY FUND

MCBFSL - TRUSTEE NAFA INCOME FUND - MT

CDC - TRUSTEE ALFALAH GHP INCOME MULTIPLIER FUND - MT
CDC - TRUSTEE FAYSAL MTS FUND - MT

CDC - TRUSTEE ALFALAH GHP SOVEREIGN FUND - MT

CDC - TRUSTEE PAKISTAN INCOME FUND - MT

Total :

7. Shareholders Holding five percent or more Voting Rights in the Listed Company:

FrieslandCampina Pakistan Holding B.V.
Engro Corporation Limited

30,000
55,000
6,500
50,000
27,6500
20,000
59,400
329,100
17,000
65,000
93,100
5,400
79,600
600
27,000
2,469,295

390,943,499
306,075,939

8. Details of purchase/sale of shares by Directors, Executives* and their spouses/minor children during 2016

S.no | Name of holders Date ‘ Sale / Purchase | No of Shares
o1 Zeeshan ur rab 30-Nov-16 Bought 2700
02 Tahir Javeed 6-Oct-16 Sold 6000
03 Sabrina Dawood 4-Oct-16 Bought 44500
04 Zeeshan ur Rab 3-Oct-16 Bought 1500
05 Sabrina Dawood 3-Oct-16 Bought 23000
06 Hassan Mansur Ale Ahmad Lodhi 20-Sep-16 Sold 1500
07 Tarig Mahmood 16-Sep-16 Bought 500
08 Ajaz Rashid 31-Aug-16 Sold 1000
09 Ajaz Rashid 24-Aug-16 Sold 1000
10 Ajaz Rashid 17-Aug-16 Sold 2000
1Al Adnan Mahmood/ Sheeba Adnan 25-May-16 Sold 7800
12 Adnan Mahmood/ Sheeba Adnan 25-May-16 Sold 27500
13 Adnan Mahmood/ Sheeba Adnan 25-May-16 Sold 1200
14 Adnan Mahmood / Sheeba Adnan 25-May-16 Sold 9400
15 Adnan Mahmood/ Sheeba Adnan 24-May-16 Sold 25000
16 Adnan Mahmood/ Sheeba Adnan 24-May-16 Sold 14500
17 Adnan Mahmood/ Sheeba Adnan 24-May-16 Sold 15000
18 Adnan Mahmood/ Sheeba Adnan 24-May-16 Sold 6700
19 Adnan Mahmood/ Sheeba Adnan 24-May-16 Sold 1000
20 Adnan Mahmood / Sheeba Adnan 24-May-16 Sold 1000
21 Adnan Mahmood / Sheeba Adnan 24-May-16 Sold 400
22 Adnan Mahmood / Sheeba Adnan 24-May-16 Sold 400
23 Adnan Mahmood / Sheeba Adnan 24-May-16 Sold 2000
24 Tahir Javeed 4-Apr-16 Bought 6000
\25 Zeeshan ur Rab 4-Mar-16 Bought 100

Rate / Per Share

148
147
147
148
147
142
142
142
144
146
154
154
155
154
155
156
155
155
156
155
156
155
155
159
143

* For the purpose of declaration of shares trade all employees of the company are considered as ‘Executives’.
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No. of Shareholdings Total Shares No. of Shareholdings Total Shares
Shareholders From To Held Shareholders From To Held

789 1 100 41,199 5 200,000 205,000 1,000,500
3,474 101 500 1,602,173 2 210,000 215,000 420,000
1,297 501 1,000 1,243,977 1 220,000 225,000 220,000
1,369 1,001 5,000 3,740,659 3 250,000 255,000 751,000
324 5,001 10,000 2,620,728 2 255,001 260,000 516,324
78 10,001 15,000 989,676 1 260,001 265,000 262,500
73 15,001 20,000 1,345,800 1 270,000 275,000 270,000
51 20,001 25,000 1,227,769 1 280,001 285,000 281,800
35 25,001 30,000 989,388 1 300,000 305,000 300,000
15 30,001 35,000 489,400 1 320,001 325,000 322,500
20 35,001 40,000 771,560 1 325,001 330,000 329,100
19 40,001 45,000 812,400 1 355,001 360,000 357,474
30 45,001 50,000 1,476,408 1 375,001 380,000 377,800
10 50,001 55,000 543,000 1 385,001 390,000 387,400
5 55,001 60,000 289,601 1 415,001 420,000 419,500
9 60,001 65,000 566,600 1 420,001 425,000 424,200
6 65,001 70,000 410,700 1 425,001 430,000 427,500
4 70,001 75,000 291,600 1 440,001 445,000 442,100
5 75,001 80,000 394,500 1 510,001 515,000 512,800
4 80,001 85,000 327,300 1 635,001 640,000 636,600
2 85,001 90,000 177,000 1 670,001 675,000 672,500
1 90,001 95,000 93,100 1 710,001 715,000 710,300
10 95,001 100,000 997,800 1 750,001 755,000 754,105
5 100,001 105,000 513,700 1 775,000 780,000 775,000
3 110,001 115,000 340,000 1 900,000 905,000 900,000
1 115,001 120,000 117,640 1 1,140,001 1,145,000 1,144,100
7 120,001 125,000 874,400 1 1,420,000 1,425,000 1,420,000
2 125,001 130,000 257,500 1 1,625,000 1,530,000 1,625,000
2 135,000 140,000 275,000 1 2,145,001 2,150,000 2,148,647
1 140,001 145,000 142,000 1 3,080,001 3,085,000 3,080,800
4 145,001 150,000 598,000 1 3,480,001 3,485,000 3,482,700
1 150,001 155,000 150,700 1 18,015,001 18,020,000 18,015,409
1 160,000 165,000 160,000 1 135,775,001 | 135,780,000 | 135,775,939
2 165,001 170,000 334,900 1 170,300,000 | 170,305,000 | 170,300,000
2 170,001 175,000 345,900 1 390,940,001 | 390,945,000 | 390,943,499

2 175,001 180,000 355,100

1 185,001 190,000 188,000
1 190,001 195,000 193,800 TOTAL:= 766,596,075

category of shareholding
as at december 31, 2016

No. of No. of

Shareholders Category Shareholder Shares Percentage
1. Directors, Chief Executive Officer, and their

spouse and minor children. 6 68,004 0.01
2. Associated Companies, undertakings and related parties. 3 697,019,438 90.92
3. | NIT&ICP
4. Banks Development Financial Institutions,

Non Banking Financial Institutions. 9 22,211,709 2.90
5. Insurance Companies 3 3,086,800 0.40
6. Modarabas and Mutual Funds 36 2,601,195 0.33
7. Share holders holding 10% 3 697,019,438 90.92
8. General Public (Individual)

a. local 7,524 27,029,626 3.53

b. Foreign

k9. Others 127 14,679,300 1.91 /

.7

Abdul Samad Dawood
Chairman

Hans Laarakker
Chief Executive Officer
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shareholder information

Annual General Meeting
The annual shareholders meeting will be held at 10:00 a.m. on

March 24, 2017 at Marriott Hotel, Abdullah Haroon Road, Karachi.

Shareholders as of March 17, 2017 are encouraged to participate
and vote.

Any shareholder may appoint a proxy to vote on his or her behalf.
Proxies should be filed with the company at least 48 hours before
the meeting time.

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 Meeting in
order to facilitate their identification.

Ownership
On December 31, 2016 there were 7,708 shareholders on record of
the Company’s ordinary shares.

Transmission of Annual Reports through E-Mail

The SECP has allowed the circulation of annual Reports to the
members of the Company through email. Therefore, all members
of the Company who want to receive a soft copy of the Annual
Report are requested to send their email addresses on the consent
form to the Company’s Share Registrar. The Company shall,
however additionally also provide hard copies of the Annual Report
to such members, on request, free of cost, within seven days of
receipt of such request. The standard consent form for electronic
transmission is available at the Company’s website
www.engrofoods.com.

Alternatively, members can fill up the Electronic transmission consent
Form given in the Annexure Section at the end of this report.

Holding of General Meetings through Video
Conference Facility

Members can also avail video conference facility in Lahore and
Islamabad. If the Company receives consent at least 10 days prior
to date of meeting, from members holding in aggregate 10% or
more shareholding and residing at either Lahore and/or Islamabad
to participate in the meeting through video conference, the
company may arrange video conference facility in that city.

In this regard please fill up the Request for Video Conferencing

Facility Form given in the Annexure Section at the end of this report
and submit it to registered address of the Company 10 days before
holding of the annual general meeting.

E-DIVIDEND MANDATE (OPTIONAL)

In pursuance of the directions given by the Securities and
Exchange Commission of Pakistan vide Circular No. 18 of 2012
dated June 5, 2012, we hereby give you the opportunity to
authorise the Company to directly credit in your bank account the
cash dividend declared by the Company now and in the future.

Please note that this E-dividend mandate is optional and not
compulsory, in case you do not wish your dividend to be directly
credited into your bank account then the same shall be paid to you
directly.

In case you wish that the cash dividend declared by the Company
is directly credited to your bank account instead of issue of
dividend warrants to you, then please provide the information
mentioned on the Form placed on the Company’s website
www.engrofoods.com and send the same to your brokers or the
Central Depository Company Ltd. (in case the shares are held on
the CDC) or to our Registrars, FAMCO Associates (Pvt) Ltd., at their
address mentioned below (in case the shares are held in paper
certificate form).

Quarterly Results
The Company issues quarterly financial statements. The planned dates
for release of the quarterly results in 2017 are:

1stquarter: 14 April 2017
2nd quarter: 11 August 2017
3rd quarter: 20 October 2017

The Company reserves the right to change any of the above dates.

Change of Address
All registered shareholders should send information on changes of address
to:

M/s. FAMCO Associates (Private) Limited
8-F, Next to Hotel Faran Nursery,

Block-6 P.E.C.H.S. Shahra-e-Faisal
Karachi-74000
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our brands

Sl il L

Olper’s Milk

Full of nutrition

Introduced in 2006, Olper’s Milk, our flagship brand, is the leading UHT processed milk brand. Olper’s has gained
leadership position within a span of ten years through the promise of wholesome nutrition and through commitment
toinnovation, safety & convenience. The brand philosophy resonates well with mothers who are constantly in the process
of seeking superior nutrition for their children. Olper’s partners with these concerned mothers through three distinct
pack sizes & packaging formats; Ecolean 250ml, Tetra Brik Edge 1000ml with cap, Tetra Brik 1500ml with cap.

Dairy Omung

'Milawat Sey Paak'

Dairy Omung partners with common Pakistani homemakers in their quest to provide the best for their families with an
unadulterated, ‘milawat sey paak’ offering. Dairy Omung is light on the stomach, ‘heek’ free & 100% dairy. It is a
value-for-money brand that can be enjoyed for drinking by children, so mothers have to make no compromise on
adulteration-free nutrition.

Olper’s Lite

Look Great, Feel Greater

The ideal low-fat, hi-calcium milk for consumers who want to stay healthy, active and fit for life, Olper's Lite contains all
the inherent nutrients of milk that can boost energy, without contributing any of the extra calories that cause weight
gain. Richin iron and calcium content, and fortified with vitamins, Olper's Lite has been specially formulated to provide
nutritional benefits to the growing number of health conscious consumers in Pakistan. Launched in 2011 and available
inamodern 1000 ml Edge pack, today Olper's Lite is the low-fat milk with all the necessary ingredients to help consumers
reach their prime whilst keeping it light on the calories and guiilt free!

Tarang

Tarang in your tea-cup makes for sheer bliss...

Tarang gives every cup of tea the perfect color, aroma and taste. Available in liquid format with different SKUs this
specialized tea-whitener fulfils everyone’s needs and appeals to all pockets. Launched in 2007, Tarang aimed to deliver
atea —whitening product that stood out for its excellence in quality and affordability offering a blissful brand experience.
Eight years on and Tarang has outperformed all other packaged dairy UHT products and has grown to become the
number one brand in this category in Pakistan.

Olper’s Cream

The Cream of all Creams

The cream of all creams, Olper’s Cream is arich, creamy delight that has initiated a new trend not just amongst baking
enthusiasts and dessert makers, but also within conventional households, where it is generously splurged over everyday
food items as the primary ingredient to enhance the culinary experience by transforming it into a scrumptious creamy
sensation. Steadily garnering consumer loyalty and a growing market share since its launch in 2006, Olper’s Cream
ranks among the country’s leading brands in the UHT cream category as it continues to make meal-times, as well as
breakfast and afternoon tea rituals a rich, creamy celebration day after day.

Omung Dobala

The strength of a good morming

Launched in 2010, Omung Dobala is an affordable alternate to dairy-based cream. It is high in nutrition yet priced low
enough to be within the reach of most. Every dollop of Omung Dobala is filled with more than a fair share of sustenance
to keep your energy levels up throughout the day. Omung Dobala not only has a great demand in our north, it also has
an appeal across the border: It is used in Afghanistan as a staple diet, providing the people with the strength to go
through a strenuous life with vigor and vitality.

Olper’s Tarrka

Indulge in the goodness of life

Since 2007, Olper’s Tarrka has been adding luxurious extravagance to many dishes. Olper’s Tarrka is a premium desi
ghee known for its distinct taste and utmost richness. A leading asli desi ghee brand made from 100% dairy fat, Tarrka
is the true taste of indulgence. Cook your favorite cuisines in the richness of Tarrka to ensure that every meal time
becomes an opportunity to treat your taste buds.

Omoré

Ice-cream and frozen desserts

Omor¢ is a fun and exciting brand of ice-cream and frozen desserts that was launched in Pakistan in 2009 and has
become a strong competitor to the market leader. The brand promises small “khushi ki bites” (bites of happiness) and
delivers these through innovative products in a variety of formats (cups, sticks, cones and family packs). Omoré has
always stood for novelty and has injected innovation into the category, whether it’s through the Omoré Funsticks range,
or through special flavours like Omoré Pina Colada and Omoré Badaam Zafraan. Consumers can always trust that
Omoreé will deliver something unique, year on year!
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olper’s milk

Nutritional deficiencies threaten the development of several
children in Pakistan. Access to good quality milk can help in
resolving the extent of these deficiencies. Loose milk is the preferred
format for most households in Pakistan. To make it safe for
consumption the practice of boiling at home is common. In a PCSIR
study from 2010 it became clear that boiling milk at home causes
nutritional loss. At Engro Foods milk undergoes a wide array of tests
to eliminate the risk of adulteration. Olper’s milk is processed in a
sterile and controlled environment through the use of specialized
equipment. Therefore every glass of Olper’s milk guarantees
complete nutrition.

To encourage nutritious & safe child drinking with Olper’s all our
marketing efforts for 2016 were geared towards consumer
education through the following mediums & activities:

'Achai kho na jayay' (Goodness of milk should not get lost)

Armed with research that boiling drastically reduces the nutritional
content of milk, we created a visual device: The Half Glass to
confront the issue. The Half Glass was a powerful way of showing
that a glass of loose milk contains just half the nutrition. The
Nutri-Heat process was introduced to provide evidence that
Olper’s retains the goodness of milk making it a glass FULL of
nutrition.

i
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The original Olper’s pack was modified to include nutrition related
facts. Prior to the campaign press releases and press campaigns
created awareness on the issue of Malnutrition in Pakistan.

'Poora Pyar- Poori Ghizaiyat' (Complete Love-Complete Nutrition)
Towards the end the year we reinforced our Full of Nutrition claim
with another extensive thematic communication. Building on the
thought that a mother’s love and devotion is always
COMPLETE...never lacking in any way...it’s only natural then, that
when it comes to her child’s diet, she would want to give him/her
nothing but FULL nutrition...making Olper’s the perfect choice!
A complete 360 degree media campaign ensured our message

was integrated completely across all video and audio mediums,

from home, to out of home and in store.

Content Integration in 3 Bahadur Movie

We partnered with Sharmeen Obaid Chinoy for the sequel of 3
Bahadur in 2016. In 2015 the first movie had developed a massive
fan following within our target group of children.

We designed Olper’s Limited Edition Packs flaunting the
characters of 3 Bahadur — The Revenge of Baba Balaam. An
animated telop was created for TV which aimed to convince
children to drink Olper’s by linking the nutritional benefits

Olper’s with the immense power of the 3 Bahadur in their favourite
movie.

'Sach ka Safar' (Journey for Truth)

SachKaSafar was the initiative we took to clarify and explain the
journey of Olper’s milk from the farm to the consumer’s house. The
documentary was aired on both TV & on the Olper’s Facebook
page (garnered 3 Mn views). It was also shown to over 200,000
women during the ghizaiyat ka safar activation (Journey for Nutrition)
in Lahore, Karachi and Islamabad.

Consumer Engagement Initiatives

In a bid to make Olper’s convenient for its target users, we launched
the 1.5 Litre pack with a cap so that storage and use was hassle
free. We also understood that making children drink milk is a
challenge, we stepped in to help the mother by partnering with a

brand, Oreo that has for decades communicated the message of
‘dunking’ biscuit in milk. This partnership helped us to strengthen
our drinking credentials and to develop patronage for our offer with
the users who drink milk.

Brand Performance

These efforts have helped the brand in strengthening its relevance
with its target consumers. Olper’s milk gained 2% market share
from the beginning of the year in 2016.
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tarang

12 Bajay' Campagin

In its biggest ever TVC production since inception, Tarang
looked beyond national borders to partner Sonam Kapoor with
Fawad Khan. After the duo wooed audiences in their super-hit
film 'Khoobsurat', they took to the screens to promote
Pakistan’s favourite tea whitener. The purpose of this
campaign was to enhance brand love in the mind of the Tarang
consumer. As a result of the campaign, Tarang maintained the
highest top of mind awareness in its TG amongst all other UHT
players.

'Mazay ki Jeet' campaign

This year Tarang launched the biggest ever consumer
promotion in EFL history. The campaign aimed at attracting
new users and incentivizing the existing ones. Consumers and
households from over 185 cities of Pakistan took part in the
promotion. During the 50 days of this promotion, about
900,000 unique consumers texted codes printed on Tarang
packs. Out of the 6.1 million total entries received, over 60,000
consumers were awarded mobile balance, 500 were awarded

prize money of Rs. 100,000 and then the bumper prize of Rs.

10,000,000 was awarded to one lucky Tarang consumer, a
tailor from Sahiwal.

During the same period, an innovative retailer-oriented
promotion named “Retailer ki Jeet” was conducted in the
Northern region. Leveraging the mobile platforms of Telenor
and Easy Paisa, the campaign gave retailers the chance to

redeem prizes by scratching the code on cartons of Tarang.

Unprecedented trade engagement was observed, with over
110,000 unique entries coming in from around 300
towns/villages.

In order to further strengthen our penetration in the Northern
and Kashmir region, especially within females in these areas
who otherwise have low media consumption, several
on-ground brand ambassador teams were mobilized to reach
out to consumers in far-flung areas to make sure that Tarang is
seen as the first choice when it comes to choosing a tea
creamer. A total of 313,108 consumers were intercepted and
exposed to the brand messaging and 64% were convinced to
purchase a special promotional deal. This was the first time that
the brand brought the brand experience to the consumer
household in KPK, GB & Kashmir, setting new benchmarks in
dairy marketing.

An extensive campaign awareness movement was also
undertaken to promote the Consumer Promotion in far-flung
areas. After an elaborate groundwork and physical survey, 9
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different creative mediums amounting to 200,000 sq. ft. were
utilized, stimulating a strong brand recall and thus creating
maximum brand campaign awareness in over 42 towns of the
northern region
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dairy omung

Since 2014, Dairy Omung has taken up the cause of providing
unadulterated affordable nutrition to the common Pakistani
woman.

In 2016, as the brand settled into a consistent consumer base that
believed in Dairy Omung’s promise of adulteration-free nutrition,
the brand set on a task to create further excitement in the market.
Dairy Omung wanted to encourage children to drink Dairy Omung
and for moms to realize its value for money. The brand found a
prilliant partner to pair up with; Gluco, a popular energy biscuit
brand loved by children to bring a consumer promotion that
promised to work on all counts. A free Gluco pack (worth ten
rupees) offered with every 1 litre pack of Dairy Omung aimed at
making both moms and kids happy.

The insight used to develop the communication for this consumer
promotion was simple, true, and relatable: kids who are not yet
winners tend to get ignored. Dairy Omung wanted to be an
enabler in their daily struggle for success and communicate that
all that was needed to turn their hopes into reality was a mix of the
right ingredients. Both brand philosophies merged well to achieve
this: the strength of Gluco and the unadulterated benefits of Dairy
Omung would work together to make winners — no matter where
you stood or who you were.

ENGRO FOODS ANNUAL REPORT 2016

A fun, energetic, catchy jingle-based TV commercial became the
bedrock of our communication which showed children chasing
their dreams turning their hopes into wins, along with support on
radio, OOH, POSM & an activation focused on generating trial.

To further develop and augment drinking credentials for the
brand, Dairy Omung launched a consumer promotion, giving
away a free acrylic glass with the purchase of every 1 litre pack.
The promotion ran for two months in 78 top-performing outlets
across Karachi, Lahore, Rawalpindi & Islamabad, and delivered a
phenomenal 105% growth over baseline volumes of the outlets for
the duration of the promotion.

Through the concentrated efforts of a dedicated team and their
undeniable passion, Dairy Omung grew by 30% from 2015,
maintaining its leadership position with an increase of 700 basis
points in market share, standing at 70% at the end of the year.

Dairy Omung’s journey to build and deliver on consumer trust will
continue in 2017, as the brand reveals new communication and
exciting initiatives to battle adulteration and bring nutrition to
middle-of-the-pyramid homes.

G% 1 litre ke saath
Rs. 10 free!
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Ice-cream and frozen desserts are a popular category in
Pakistan. Frequent power outages and soaring temperatures in
the summer create a nation-wide appeal for products that allow
consumers to cool down. Additionally, there is a good trial ratio
for new flavours and formats as the category is perceived as
youthful and exciting. For these reasons, Omoré launched
several initiatives in 2016, catered to bringing more people into
the fold.

Omoré Signature Campaign

To start off the year with a bang, the Signature campaign was
brought back with a focus on not letting the small happy
moments in life slip you by (encapsulated in the functional
message “khushi ko pighalne na do!”). The campaign featured
the nostalgic Omoré melody that still plays on tricycles that go
from neighbourhood to neighbourhood every day and did a great
job at delivering a good message to consumers.

Omoré Blueberry Cheesecake Cone

One of the most exciting launches for 2016 was the Omoré
Blueberry Cheesecake cone. This product was a delicious new
addition to the existing cones range, complementing the existing
Omoré Strawberry Cheesecake cone. The “kabhi tangy, kabhi
creamy” launch was backed by two TV advertisements that
delivered a simple message: all you need sometimes is a change
of perspective (and Omoré Blueberry Cheesecake cone will help

you get that). The product was well-received in the market and
will continue in 2017.

Omoré Funsticks, Omoré Tom & Jerry,

Omoré Choco Vanilla “Chippy”

2016 was a particularly happening year for kids as there

were three communication campaigns that hit the airwaves.
Omoré Funsticks came back with a brand new campaign
encouraging kids to join, twist and bend Omoré’s Funsticks to
create imaginative structures for themselves. Omoré Tom & Jerry
continued to attract children with unique Tom & Jerry shaped
Chocbars that were an instant hit. Omoré “Chippy” (a play on
chocolate chips) was a new addition to the cones portfolio,
priced and optimized for children. The product was backed with
a one-of-a-kind animated TVC that played on kids channels and
gained great traction with children.

Omoré Premium Range

Omoré’s premium range was launched in 2015; it featured two
bars in exciting peanut butter and hazelnut flavours. The
message for this segment, along with the flavours is very
contemporary: Rules are made to be bitten. Two new tubs were
added to the premium range in 2016, bringing a multi-serve
option to this segment and a TV campaign backed these
launches. This range will continue to be built in the coming years.
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review report to the members on statement of
compliance with the code of corporate governance

We have reviewed the Statement of Compliance with the best practices contained in the Code of Corporate Governance (the Code)
prepared by the Board of Directors of Engro Foods Limited (the Company) for the year ended December 31, 2016 to comply with the Code
contained in the Regulations of Pakistan Stock Exchange Limited, where the Company is listed.

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

As part of our audit of financial statements we are required to obtain an understanding of the accounting and internal control systems
sufficient to plan the audit and develop an effective audit approach. We 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 Code requires 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 of its related party transactions distinguishing between transactions carried out on
terms equivalent to those that prevail in arm’s length transactions and transactions which are not executed at arm’s length price,
recording proper justification for using such alternate pricing mechanism. We are only required and have ensured compliance of
requirement to the extent of approval of related party transactions by the Board of Directors upon recommendation of the Audit
Committee. We have not carried out any procedures to determine whether the related party transactions were undertaken at arm’s length
price or not.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of Compliance does not
appropriately reflect the Company’s compliance, in all material respects, with the best practices contained in the Code as applicable to
the Company for the year ended December 31, 2016.

A

Chartered Accountants
Karachi
Date: February 28, 2017

Engagement Partner: Osama Kapadia
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statement of compliance with
the code of corporate governance

This statement is being presented to comply with the Code of Corporate Governance (the CCG) contained in the Regulations of Pakistan
Stock Exchange for the purpose of establishing a framework of good governance, whereby a listed company is managed in compliance with
the best practices of corporate governance.

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

1. The Company encourages representation of independent non-executive directors and directors representing minority interests on its
Board of Directors. As at December 31, 2016 the Board included the following members:

Independent Directors Wim Torfs

Executive Director / CEO Babur Sultan

Non-Executive Directors Abdul Samad Dawood
Ghias Khan

Heidi van der Kooij
Hein Schumacher
Jaska de Bakker
Hans Laarakker
Piet Hilarides
Sabrina Dawood

The independent director meet the criteria of independence under clause 1 (b) of the CCG. Of the non-executive directors, Mr. Ghias
Khan is an executive in an Engro Group company.

2. TheDirectors have confirmed that none of them is serving as a director on more than seven listed companies, including this Company
(excluding the listed subsidiaries of listed holding companies where applicable).

3. Allthe resident Directors of the Company are registered as tax payers and none of them has defaulted in payment of any loan to a

banking company, a DFI or an NBFI, or being a broker of a stock exchange, has been declared as a defaulter by that stock exchange.

4. One casual vacancy occurred on the Board on November 30, 2016 which was filled up by the Directors within 20 days. In addition
to this casual vacancy, due to acquisition of 51% of total shareholding in the Company by FrieslandCampina Pakistan Holdings B.V.,
a wholly owned subsidiary of the Royal Friesland Campina N.V., the Shareholder Agreement was given effect by replacing certain
Board members with members of the acquiring entity, on December 20, 2016.

5. The Company has prepared a “Code of Conduct” comprising of Ethics and Business Practices policies and has ensured that
appropriate steps have been taken to disseminate it throughout the Company along with its supporting policies and procedures.

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

7. Allthe powers of the Board have been duly exercised and decisions on material transactions, including appointment and determination
of remuneration and terms and conditions of employment of the CEO and the meeting fees payable to the non- executive directors
and independent directors have been taken by the Board.

8.  Allmeetings of the Board were presided over by the Chairman and in his absence, by a Director elected by the Board to chair the
meeting. The Board met at least once in every quarter. Written notices of the Board meetings, along with the agenda and working
papers, were circulated at least seven days before the meetings, except for meetings held on short notice to discuss urgent matters.
The minutes of the meetings were appropriately recorded and circulated.

9.  Three of the Directors attended the Directors training course conducted by the Pakistan Institute of Corporate Governance (PICG)
this year. Two other directors have already completed this course earlier, while five directors will be attending this course in the ensuing
year.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

)

Abdul Samad Dawood

There has been no new appointment at the CFO, Company Secretary and Head of Internal Audit positions during the year.

The Directors' report for this year has been prepared in compliance with the requirements of the CCG and fully describes the salient
matters required to be disclosed.

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

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

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

The Board has formed an Audit Committee. Upto December 20, 2016 it comprised of four members of whom one was an
independent director and three were non-executive directors and the Chairman of the Committee was a non-executive director.
Upon the resignations of Mr. Mohammad Amin, Mr. Zafaryab Ali Khan and Mr. Isfandiyar Shaheen, the committee has been
reconstituted subsequent to the year end, comprising of a Chairman and two members, including an independent director.

The meetings of the Audit Committee were held at least once every quarter prior to approval of interim and final results of the
Company and as required by the CCG. The terms of reference of the committee have been formed and advised to the committee
for compliance.

The Board has formed a Human Resource and Remuneration Committee i.e. the Board Compensation Committee. Upto November
30, 2016, it comprised of four members, all of whom were non-executive directors. Whereas, upto December 20, 2016, it comprised

of three members all of whom were non-executive directors. The Chairman of the Committee was a non-executive director. Upon
the resignations of Mr. Khalid Siraj Subhani (on November 30, 2016), Mr. Rehan Hasan and Mr. Isfandiyar Shaheen (on December
20, 2016), the Committee will be reconstituted and a new Chairman and two new members will be appointed in due course.

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

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 (ICAP), that they or any of the partners of the firm, their spouses and
minor children do not hold shares of the Company and that the firm and all its partners are in compliance with the International
Federation of Accountants (IFAC) guidelines on code of ethics as adopted by the ICAP.

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

The ‘closed period”, prior to the announcement of interim/final results, and business decisions, which may materially affect the market
price of the Company's securities, was determined and intimated to Directors, employees and stock exchanges.

Material/price sensitive information has been disseminated among all market participants at once through the stock exchanges.
The Company has complied with the requirements relating to maintenance of register of persons having access to inside information
by designated senior management officer in a timely manner and maintained proper record including basis for inclusion or exclusion

of names of persons from the said register.

We confirm that all other material principles enshrined in the CCG have been complied with.

,-'__,“:"" ’ Hans Laarakker
Chairman Chief Executive Officer

Karachi
Date: February 2, 2017
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independent assurance report to the members on
the statement of compliance with employees share
option scheme

Scope of our work

We have performed an independent reasonable assurance engagement of Engro Foods Limited (the Company) to express an opinion on the
annexed Statement of Compliance (the Statement) with the requirements of Employees Share Option Scheme, as approved by the
shareholders in their Extra Ordinary General Meeting held on March 22, 2013 and amended in their Annual General Meeting held on April 27,
2015 (the Scheme), and the Public Companies (Employees Stock Option Scheme) Rules, 2001 (the Rules) as of December 31, 2016.

Applicable Criteria

The criteria for the assurance engagement against which the underlying subject matter (Statement of Compliance for the year ended
December 31, 2016) is assessed comprises of the aforementioned amended Employee Share Option Scheme and the Public Companies
(Employees Stock Option Scheme) Rules, 2001. Our engagement was carried out as required under Rule 14 of the Rules issued by the
Securities and Exchange Commission of Pakistan vide SRO 300(1) 2001 dated May 11, 2001.

Responsibility of Company’s Management

The responsibility for the preparation of the Statement (the subject matter information) and for compliance with the requirements of the
Scheme and the Rules is that of the Management of the Company. The management is also responsible for the design, implementation and
maintenance of appropriate internal control procedures with respect to such compliance and maintenance of relevant accounting records.

Our Independence and Quality Control

We have complied with the independence and other ethical requirements of the Code of Ethics for Chartered Accountants issued by the
Institute of Chartered Accountants of Pakistan, which is founded on fundamental principles of integrity, objectivity, professional competence
and due care, confidentiality and professional behavior.

The firm applies International Standard on Quality Control 1 “Quality Control for Firms That Perform Audits and Reviews of Historical Financial
Information, And Other Assurance and Related Services Engagements” and accordingly maintains a comprehensive system of quality
control including documented policies and procedures regarding compliance with ethical requirements, professional standards and
applicable legal and regulatory requirements.

Responsibility of Independent Assurance Provider

Our responsibility is to express our conclusion on the Statement for the year ended December 31, 2016 based on our independent assurance
engagement, performed in accordance with the International Standard on Assurance Engagements 3000 ‘Assurance Engagements other
than Audits or Reviews of Historical Financial Information’ (ISAE 3000). This standard requires that we plan and perform the engagement to
obtain reasonable assurance about whether the annexed Statement reflects the status of Company’s compliance with the Scheme and the
Rules (the Criteria) and is free from material misstatement.

The procedures selected by us for the engagement depend on our judgment, including an assessment of the risks of material
non-compliances with the requirements of the Scheme and the Rules. In making those risk assessments; we have considered internal
controls relevant to the Company’s compliance with the Scheme and the Rules in order to design procedures that are appropriate in the
circumstances, for gathering sufficient appropriate evidence to determine that the Company was not materially non-compliant with the
Scheme and the Rules. Our engagement was not for the purpose of expressing an opinion on the effectiveness of the Company’s internal
control. Our procedures applied to the selected data primarily comprised of;

- Verifying that only permanent employees have participated in the Scheme in compliance with the Rules;
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- Verifying that variation, if any, in the terms of the Scheme has been approved by passing a special resolution in the general meeting;

- Verifying that the share options granted, vested, lapsed, surrendered or exercised under the Scheme have been recorded in
the books of accounts in accordance with the requirements of the Rules;

- Ensuring that adequate disclosures have been made in respect of the Scheme in the Annual Report as required under the Rules;
and

- Ensuring that during the year no option granted to any employee has been transferred to any other person except to an entitled
employee as per the Rules.

We believe that the evidences we have obtained through performing our aforementioned procedures were sufficient and appropriate to
provide a basis for our opinion.

Conclusion

Based on our reasonable assurance engagement, in our opinion, the annexed Statement for the year ended December 31, 2016
has been prepared, in all material respects, in compliance with the Scheme and the Rules.

A

Chartered Accountants
Karachi
Date: February 28, 2017

Engagement Partner: Osama Kapadia

6/

management statement of compliance with
employees share option scheme

Engro Foods Limited (the Company) as of December 31, 2016 has implemented its Employees Share Option Scheme (the Scheme) as
approved by the shareholders in their Extra Ordinary General Meeting held on March 22, 2013. The amendments to the Scheme were
approved by the shareholders in the Annual General Meeting held on April 27, 2015 and by the Securities and Exchange Commission of
Pakistan on August 31, 2015. The Company as of December 31, 2016 has complied, in all material respects, with the requirements of the
Scheme and the Public Companies (Employees Stock Option Scheme) Rules, 2001 issued by the Securities and Exchange Commission

of Pakistan vide SRO 300(l) 2001 dated May 11, 2001.

.7

Abdul Samad Dawood
Chairman

Karachi
Date: February 2, 2017

.-._;_,._-’;-' Hans Laarakker

Chief Executive Officer
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auditors’ report to the members

We have audited the annexed balance sheet of Engro Foods Limited as at December 31, 2016 and the related profit and loss account,
statement of comprehensive income, statement of changes in equity and statement of cash flows together with the notes forming part
thereof, for the year then ended and we state that we have obtained all the information and explanations which, to the best of our
knowledge and belief, were necessary for the purposes of our audit.

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

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

(@) inouropinion, proper books of account have been kept by the Company as required by the Companies Ordinance, 1984;
(b) inouropinion:

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

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

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

(c) inour opinion and to the best of our information and according to the explanations given to us, the balance sheet, profit and loss
account, statement of comprehensive income, statement of changes in equity and statement of cash flows together with the notes
forming part thereof conform with the approved accounting standards as applicable in Pakistan, and, give the information required
by the Companies Ordinance, 1984, in the manner so required and respectively give a true and fair view of the state of the
Company's affairs as at December 31, 2016 and of the profit, total comprehensive income, changes in equity and its cash flows for
the year then ended; and

C

in our opinion, no zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980).

T—hﬂ-— = s =
Chartered Accountants
Karachi

Date: February 28, 2017

Engagement Partner: Osama Kapadia
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balance sheet
as at december 31, 2016

(Amounts in thousand) Note 2016 2015 (Amounts in thousand) Note 2016 2015
------------ (Rupees)------------ (Rupees)
ASSETS EQUITY AND LIABILITIES
Non-Current Assets Equity
Property, plant and equipment 4 13,120,693 13,860,273 Share capitgl 16 7,665,961 7,665,961
Biological assets 5 932,726 1,024,251 Share premium 865,354 865,354
Intangibles 6 44,378 63,023 Employee share option compensation reserve 8 433,982 595,144
Long term advances and deposits 7 93,984 134,451 Hedging reserve . _ - (1,770)
Deferred employee share option compensation expense 8 54,635 147,456 Remeasurement of post employment benefits - Actuarial loss (73,958) (84,356)
14,246,416 15,230,354 Unappropriated profit 8,259,180 5,872,468
17,150,519 14,912,801
Current Assets Non-Current Liabilities
Stores, spares and loose tools 9 841,394 792,929 Long term finances 17 500,000 2,195,988
Stock-in-trade 10 3,763,898 3,071,379 Deferred taxation 18 1,605,824 1,816,289
Trade debts 11 69,654 117,568 Deferred income 19 - 568
Advances, deposits and prepayments 12 144,879 133,999 o 2,105,824 4,012,845
Other receivables 13 114,661 598,555 Current Liabilities
Sales tax recoverable 14 2,736,249 3,724,441
Taxes recoverable 2,039,370 2234126 Current portion of long term finances 17 1,695,988 3,171,417
Deferred employee share option compensation expense 8 54,307 92,986 Current portion of deferred income 19 522 3,122
Cash and bank balances 15 702,944 289,049 Trade and other payables 20 3,664,234 3,666,927
10,467 356 11,055,032 Derivative financial instruments 21 - 2,604
Accrued interest / mark-up on
TOTAL ASSETS 24,713,772 26,285,386 -long term finances 29,063 98,993
- short term finances 2,502 6,920
Short term finances 22 65,120 409,757
5,457,429 7,359,740
Contingencies and Commitments 23
TOTAL EQUITY AND LIABILITIES 24,713,772 26,285,386

The annexed notes 1 to 49 form an integral part of these financial statements.

.7

Abdul Samad Dawood _.-'._,."-'-'f Hans Laarakker
Chairman Chief Executive Officer
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profit and loss account

for the year ended december 31, 2016

(Amounts in thousand except for earnings per share)

Net sales

Cost of sales

Gross profit

Distribution and marketing expenses
Administrative expenses
Other operating expenses
Otherincome

Operating profit

Finance costs

Profit before taxation
Taxation

Profit for the year

Earnings per share - basic and diluted

The annexed notes 1 to 49 form an integral part of these financial statements.

ChR.7

Abdul Samad Dawood
Chairman

/3

Note 2016 2015

———————————— (Rupees)-------------

24 44,346,031 49,834,089

25 (34,307,066) (38,303,002)

10,038,965 11,531,087

26 (5,068,408) (4,952,143)

27 (920,998) (1,385,412)

28 (332,244) (368,648)

29 148,509 325,520

3,865,824 5,150,404

30 (348,038) (856,419)

3,517,786 4,293,985

31 (1,131,074) (1,131,530)

2,386,712 3,162,455

32 3.11 4.13

T

r e

_:-_ﬁ"' Hans Laarakker
Chief Executive Officer

statement of comprehensive income
for the year ended december 31, 2016

(Amounts in thousand) Note

Profit for the year
Other comprehensive income:

ltems that may be reclassified subsequently
to profit or loss

Gain on hedges during the year

Adjustments for amounts transferred to initial carrying
amounts of hedged items - capital work-in-progress /
stock-in-trade

Less: Income tax relating to hedging reserve

Iltems that will not be reclassified
to profit or loss

Remeasurement of post employment benefits
obligation - Actuarial gain / (loss) 35.6

Less: Income tax relating to Actuarial (gain) / loss

Other comprehensive income / (loss) for the year, net of tax

Total comprehensive income for the year

The annexed notes 1 to 49 form an integral part of these financial statements.

ChR.7

Abdul Samad Dawood
Chairman

2016 2015
————————————— (Rupees)-------------
2,386,712 3,162,455
- 1,410
2,604 37,383
(834) (12,827)
1,770 25,966
14,853 (71,531)
(4,455) 22,890
10,398 (48,641)
12,168 (22,675)
2,398,880 3,139,780
L
.-':-:'""
-

o

Hans Laarakker
Chief Executive Officer
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statement of changes in equity statement of cash flows
for the year ended december 31, 2016 for the year ended december 31, 2016

Reserve

(Amounts in thousand) Note 2016 2015
Capital Revenue L (Rupees)-------------
(Amounts in thousand) Note Share Share Employee Hedging  Remeasurement Unappropriated  Total
capital premium  share option reserve  of post employment profit Cash Flows From Operating Activities
compensafion . ﬁe”ef‘tls" Cash generated from operations 33 6,656,268 6,742,073
fesene cluanarioss Finance costs paid (422,386) (1,005,623)
(Rupees) Taxes paid (1,152,072) (1,088,003)
Balance as at January 1, 2015 7,665,961 865354 399,740  (27,736) @5,715) 2710013 11,577,617 Retirement benefits paid (772) (106,203)
Long term advances and deposits - net 40,467 (25,277)
Net cash generated from operating activities 5,121,505 4,516,967
Employee share option scheme 8 - - 195404 - - - 195404
Cash Flows From Investing Activities
Profit for the year - - - - - || 3,162,455 || 3,162,455 Purchases of
Other comprehensive income / (loss) for the year - - - || 25966 (48641) -l ©@2675) - property, plant and equipment (1,348,760) (967,231)
-intangible assets (31,342) (5,792)
Total comprehensive income / (loss) for the year - - - 25966 48641) 3162455 3,139,780 - biological assets (6,787) (1,347)
Proceeds from disposal of
Balance as at December 31, 2015 / - property, plant and equipment 121,662 133,046
January 1, 2016 7665961 865354 595144  (1770)  (84356) 5872468 14912801 -biological assets 76,180 51,304
Net cash utilized in investing activities (1,188,097) (790,020)
Employee share option scheme 8 - - (161,162) - - - (161,162)
Cash Flows From Financing Activities
Profit for the year . _ _ _ - || 2,386,712 || 2,386,712 Repayments of long term finances (8,175,878) (1,721,870)
Other comprehensive income for the year _ _ _ 1,770 10,398 _ 12,168 Net increase in cash and cash equivalents 757,530 2,005,077
Total comprehensive income for the year 5 5 - 1,770 10898 2,386,712 2,393,880 Cash and cash equivalents at beginning of the year (120,708) (2,134,993)
Effects of exchange rate changes on cash and cash equivalents 34 1,002 9,208
Cash and cash equivalents at end of the year 637,824 (120,708)
Balance as at December 31, 2016 7665961 865354 433,982 - (73,958) 8,250,180 17,150,519

The annexed notes 1 to 49 form an integral part of these financial statements.

The annexed notes 1 to 49 form an integral part of these financial statements.

(m )y (fm y
& -

- -

o~
Abdul Samad Dawood _.-__,.""--"" Hans Laarakker Abdul Samad Dawood d__.-_",.-""" Hans Laarakker
Chairman Chief Executive Officer Chairman Chief Executive Officer
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notes to the financial statements
for the year ended december 31, 2016

(Amounts in thousand) (Amounts in thousand)

1. Legal Status and Operations IFRS 7, ‘Disclosure — Offsetting financial assets and financial liabilities’ is not specifically required for all interim periods, unless
required by IAS 34. The amendment is retrospective.
11 Engro Foods Limited (the Company), is a public listed company incorporated in Pakistan, under the Companies Ordinance, 1984, and

its shares are quoted on Pakistan Stock Exchange. The Company is a subsidiary of FrieslandCampina Pakistan Holdings B.V (the Holding The amendments only affect disclosures in the Company’s financial statements.
Company)which is a subsidiary of Royal FrieslandCampina N.V (the Ultimate Parent Company) and its registered office is situated at 5th
Floor, The Harbour Front Building, Plot No. HC-3, Block-4, Scheme No. 5, Clifton, Karachi. IAS 1,’Presentation of Financial Statements’. The amendments provide clarifications on a number of issues, including:
1.2 On 19 December 2016, the Holding Company completed the acquisition of 51 per cent of the total shares in the Company, by acquiring - Materiality — an entity should not aggregate or disaggregate information in a manner that obscures useful information. Where items
361,299,052 (47.1%) shares of the Company from Engro Corporation Limited and 29,664,947 (3.9%) shares of the Company through are material, sufficient information must be provided to explain the impact on the financial position or performance.
mandatory tender offer under the Securities Act, 2015. As at December 31, 2016, Engro Corporation Limited (ECL) holds 39.9% of the
total shares in the Company. - Disaggregation and subtotals —line items specified in IAS 1 may need to be disaggregated where this is relevant to an understanding

of the entity’s financial position or performance. There is also new guidance on the use of subtotals.
1.3 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. - Notes — confirmation that the notes do not need to be presented in a particular order.
2. Summary of Significant Accounting Policies - OClarising from investments accounted for under the equity method — the share of OClI arising from equity-accounted investments
is grouped based on whether the items will or will not subsequently be reclassified to profit or loss. Each group should then be
The principal accounting policies applied in the preparation of these financial statements are set out below. These policies have been presented as a single line item in the statement of other comprehensive income.

consistently applied to all the years presented, unless otherwise stated.
According to the transitional provisions, the disclosures in IAS 8 regarding the adoption of new standards/accounting policies are not

21 Basis of preparation required for these amendments. The amendments only affect disclosures in the Company’s financial statements.

211 These financial statements have been prepared under the historical cost convention, as modified by remeasurement of biological assets - 1AS 19, (Amendment), ‘Employee benefits’. The amendment clarifies that, when determining the discount rate for post-employment
and certain financial assets and financial liabilities, including derivative instruments, at fair value, and certain staff retirement and other benefit obligations, it is the currency that the liabilities are denominated in that is important, not the country where they arise. The
service benefits at present value. assessment of whether there is a deep market in high-quality corporate bonds is based on corporate bonds in that currency, not

corporate bonds in a particular country. Similarly, where there is no deep market in high-quality corporate bonds in that currency,

21.2  These financial statements have been prepared in accordance with the requirements of the Companies Ordinance, 1984 (the Ordinance), government bonds in the relevant currency should be used. The amendment is retrospective but limited to the beginning of the earliest
directivesissued by the Securities and Exchange Commission of Pakistan (SECP) and the approved accounting standards as applicable period presented. The Company's accounting treatment is already in line with this amendment.
in Pakistan. Approved accounting standards comprise of such International Financial Reporting Standards (IFRSs) issued by the
International Accounting Standards Board (IASB) as are notified under the provisions of the Ordinance. Wherever, the requirements of - IAS 34,’Interim financial reporting’. This amendment clarifies what is meant by the reference in the standard to ‘information disclosed
the Ordinance or directives issued by the SECP differ with the requirements of these standards, the requirements of the Ordinance or the elsewhere in the interim financial report’. The amendment also amends IAS 34 to require a cross-reference from the interim financial
requirements of the said directives have been followed. statements to the location of that information. The amendment is retrospective. The amendment only affects disclosures in the

Company’s interim financial information.
21.3 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 The other new standards, amendments to published standards and interpretations that are mandatory for the financial year beginning on
high degree of judgment or complexity, or areas where assumptions and estimates are significant to the financial statements are disclosed January1, 2016 are considered not to be relevant or to have any significant effect on the Company's financial reporting and operations.
in note 3.

b) Standards and amendments to published standards that are not yet effective and have not been early adopted by the Company
21.4 Initial application of a Standard, Amendment or an Interpretation to an existing Standard
The following new standards and amendments to published standards are not effective for the financial year beginning on January 1,

a) Standard and amendments to published standards that are effective in 2016 2016 and have not been early adopted by the Company:
The following amendments to published standard are mandatory for the financial year beginning on or after January 1, 2016 and are - IFRS 2, ‘Share based payments’, on clarifying how to account for certain types of share-based payment transactions (effective for
relevant to the Company. periods beginning on or after January 1, 2018). This amendment clarifies the measurement basis for cash-settled, share-based payments
and the accounting for modifications that change an award from cash-settled to equity-settled. It also introduces an exception to the
- IFRS 7, ‘Financial instruments: Disclosures’. There are two amendments: principles in IFRS 2 that will require an award to be treated as if it was wholly equity-settled, where an employer is obliged to withhold
an amount for the employee’s tax obligation associated with a share-based payment and pay that amount to the tax authority. It is
- Servicing contracts - If an entity transfers a financial asset to a third party under conditions which allow the transferor to derecognize unlikely that the standard will have any significant impact on the Company's financial statements.
the asset, IFRS 7 requires disclosure of all types of continuing involvement that the entity might still have in the transferred assets.
The amendment provides guidance about what is meant by continuing involvement. The amendment is prospective with an option - IFRS 9 ‘Financial instruments’ (effective for periods beginning on or after January 1, 2018). This standard is yet to be notified by Securities
to apply retrospectively. and Exchange Commission of Pakistan (SECP). This standard replaces the guidance in IAS 39. It includes requirements on the
classification and measurement of financial assets and liabilities; it also includes an expected credit losses model that replaces the
* Interim financial statements - The amendment clarifies that the additional disclosure required by the amendments to current incurred loss impaiment model. Itis unlikely that the standard will have any significant impact on the Company's financial statements.
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- IFRS 15, ‘Revenue from contracts with customers’ (effective for periods beginning on or after January 1, 2018). This standard is yet
to be notified by SECP. This standard deals with revenue recognition and establishes principles for reporting useful information to users
of financial statements about the nature, amount, timing and uncertainty of revenue and cash flows arising from an entity’s contracts
with customers. Revenue is recognised when a customer obtains control of a good or service and thus has the ability to direct the use and
obtain the benefits from the good or service. The standard replaces IAS 18 ‘Revenue’ and IAS 11 ‘Construction contracts’ and
related interpretations. The Company is yet to assess the full impact of the standard.

- IFRS 16 ‘Leases’ (effective for periods beginning on or after January 1, 2019). This standard is yet to be notified by SECP. This
standard replaces the current guidance in IAS 17 and is a far reaching change in accounting by lessees in particular. Under IAS 17,
lessees were required to make a distinction between a finance lease (on balance sheet) and an operating lease (off balance sheet).
IFRS 16 now requires lessees to recognize a lease liability reflecting future lease payments and a ‘right-of-use asset’ for virtually all
lease contracts. The IASB has included an optional exemption for certain short-term leases and leases of low-value assets; however,
this exemption can only be applied by lessees. For lessors, the accounting stays almost the same. However, as the IASB has
updated the guidance on the definition of a lease (as well as the guidance on the combination and separation of contracts), lessors
will also be affected by the new standard. At the very least, the new accounting model for lessees is expected to impact negotiations
between lessors and lessees. Under IFRS 16, a contract is, or contains, a lease if the contract conveys the right to control the use
of an identified asset for a period of time in exchange for consideration. The Company is yet to assess the fullimpact of the standard;
however, initial indicators are that it may not affect the Company’s financial statements significantly.

- |IAS 7 'Cash flow statements: Disclosure initiative' (effective for periods beginning on or after January 1, 2017). This amendment
requires disclosure to explain changes in liabilities for which cash flows have been, or will be classified as financing activities in the
statement of cash flows. The amendment only covers balance sheet items for which cash flows are classified as financing activities.
In case other items are included within the reconciliation, the changes in liabilities arising from financing activities will be identified
separately. A reconciliation of the opening to closing balance is not specifically required but instead the information can be provided
in other ways. In the first year of adoption, comparative information need not be provided. It is unlikely that the standard will have
any significant impact on the Company's financial statements.

- Amendments to IAS 12, ‘Income taxes’ on Recognition of deferred tax assets for unrealized losses (effective for periods beginning
on or after January 1, 2017). These amendments on the recognition of deferred tax assets for unrealized losses clarify how to
account for deferred tax assets related to debt instruments measured at fair value. It is unlikely that the standard will have any
significant impact on the Company's financial statements.

- IFRIC 22, 'Foreign currency transactions and advance consideration’ (effective for periods beginning on or after January 1, 2018).
This IFRIC addresses foreign currency transactions or parts of transactions where there is consideration that is denominated or
priced in a foreign currency. The interpretation provides guidance for when a single payment/receipt is made as well as for situations
where multiple payments/receipts are made. The guidance aims to reduce diversity in practice. It is unlikely that the standard will
have any significant impact on the Company's financial statements.

There are number of other standards, amendments and interpretations to the published standards that are not yet effective and are
also not relevant to the Company and therefore, have not been presented here.

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 income 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, they are accounted for as separate items of property,
plant and equipment.

(Amounts in thousand)

222

2.3

2.4

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 the profit and loss account during the year in which these are incurred.

Assets residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet 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 the profit and loss account. The recoverable amount is higher of fair value,
less expected selling expenses, and value in use. Reversal ofimpairment is effected in the case of indications of a change in recoverable
amount and is recognized in the profit and loss account, however, is restricted to the original cost of the asset.

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

Leased

Leases of property, plant and equipment where the Company has substantially all the risks and rewards of ownership, are classified
as finance leases. Assets subject to finance lease are stated at the lower of present value of minimum lease payments and the fair
value of the assets acquired on lease. Outstanding obligations under the lease less finance costs allocated to future periods are shown

as a liability. Depreciation on leased assets is recognized using the same basis as for owned assets.

Finance costs are allocated to the period of the lease term so as to produce a constant periodic rate of financial cost on the remaining
balance of principal liability for each period.

Operating lease / ljarah arrangements in which a significant portion of the risks and rewards of ownership are retained by the lessor
are classified as operating leases / ljarah arrangements. Rentals due under operating lease / ljarah arrangements are recognized in
the profit and loss in the period in which they are due.

Biological assets

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

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

Crops in the ground and at the point of harvest at balance sheet 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 employee and other overhead cost.

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 the profit and loss account. Reversal of impaiment losses are also recognized in the profit and loss account.
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2.6
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Non-current assets (or disposal groups) held-for-sale

Non-current assets (or disposal groups) are classified as assets held for sale when their carrying amount is to be recovered principally
through a sale transaction rather than continuing use and a sale is considered highly probable. They are stated at the lower of carrying
amount and fair value less costs to sell. Impairment losses on initial classification as held for sale and subsequent gains or losses on
re-measurements are recognized in the profit and loss account.

Financial instruments
Financial assets

The Company classifies its financial assets in the following categories: at fair value through profit and loss, loans and receivables, held
to maturity and available for sale. The classification depends on the purpose for which the financial assets were acquired. Management
determines the classification of its financial assets at initial recognition.

a) Atfair value through profit and loss

Financial assets at fair value through profit and loss are financial assets held for trading. A financial asset is classified in this category
if acquired principally for the purpose of selling in the short-term. Derivatives are also categorized as held for trading unless they are
designated as hedges. Assets in this category are classified as current assets if expected to be settled within 12 months; otherwise,
they are classified as non-current.

b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. They are included in current assets, except for maturities greater than 12 months after the balance sheet date, in which
case they are classified as non-current assets. The Company’s loans and receivables comprise of ‘trade debts’, ‘other receivables’,
‘loans, advances and deposits’ and ‘cash and cash equivalents’ in the balance sheet.

c) Held to maturity

Held to maturity financial assets are non-derivative financial assets with fixed or determinable payments and fixed maturity with a
positive intention to hold to maturity.

d) Available-for-sale

Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in any of the other
categories. They are included in non-current assets unless management intends to dispose off the investment within 12 months of
the balance sheet date.

All financial assets are recognized when the Company becomes a party to the contractual provisions of the instrument. Regular
purchases and sales of financial assets are recognized on the trade-date — the date on which the Company commits to purchase or sell
the asset. Investments are initially recognized at fair value plus transaction costs except for financial assets carried at fair value through
profit and loss. Financial assets carried at fair value through profit and loss are initially recognized at fair value and transaction costs are
expensed in the profit and loss account. Financial assets are derecognized when the rights to receive cash flows from the investments
have expired or have been transferred and the Company has transferred substantially all risks and rewards of ownership.
Available-for-sale financial assets and financial assets at fair value through profit and loss are subsequently carried at fair value. Loans
and receivables and held to maturity investments are carried at amortized cost using the effective interest method.

Gains or losses arising from changes in the fair value of the ‘financial assets at fair value through profit and loss’ category are presented
in the profit and loss account within ‘other income/other operating expenses’ in the period in which they arise. Dividend income from
‘financial assets at fair value through profit and loss’ is recognized in the profit and loss account as part of ‘other income’ when the
Company’s right to receive payments is established.

(Amounts in thousand)

2.6.2

2.6.3

2.7

2.8

When securities classified as available for sale are sold or impaired, the accumulated fair value adjustments recognized in other
comprehensive income are included in the profit and loss account as ‘gains and losses from investment securities’. Interest on
available-for-sale securities calculated using the effective interest method is recognized in the profit and loss account as part of ‘other
income’. Dividends on available-for-sale equity instruments are recognized in the profit and loss account as part of ‘other income’
when the Company’s right to receive payments is established.

The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not active (and for unlisted
securities), the Company establishes fair value by using valuation techniques. These include the use of recent arm’s length
transaction, reference to other instruments that are substantially the same, discounted cash flow analysis, and option pricing models
making maximum use of market inputs and relying as little as possible on entity — specific inputs.

The Company assesses at each balance sheet date whether there is objective evidence that a financial asset or a group of financial
assets is impaired. In the case of equity securities classified as ‘available-for-sale’, a significant or prolonged decline in the fair value of
the security below its costis considered as an indicator that the securities are impaired. If any such evidence exists for available-for-sale
financial assets, the cumulative loss — measured as the difference between the acquisition cost and the current fair value, less any
impairment loss on that financial asset previously recognized in profit or loss - is removed from equity and recognized in the profit and
loss account. Impairment losses previously recognized in the profit and loss account on equity instruments are not reversed through the
profit and loss account.

In the case of loans and receivables, the Company assesses at each balance sheet date whether there is objective evidence that a
financial asset or a group of financial assets is impaired. A financial asset or a group of financial assets is impaired and impairment losses
are incurred only if there is objective evidence of impairment as a result of one or more events that occurred after the initial recognition of
the asset (a ‘loss event’) and that loss event (or events) has an impact on the estimated future cash flows of the financial asset or group
of financial assets that can be reliably estimated. The impairment loss is recognized by reducing the carrying amount of the asset and
the amount of loss is recognized in profit and loss account in case of financial assets carried at amortized cost. If in a subsequent period,
the amount of impairment loss decreases and the decrease can be related objectively to an event occurring after the impairment was
recognized, the reversal of previously recognized impairment loss is also recognized in the profit and loss account.

Financial liabilities
All financial liabilities are recognized at the time when the Company becomes a party to the contractual provisions of the instrument.

Afinancial liability is derecognized when the obligation under the liability is discharged or 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 or 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 the profit and loss account.

Offsetting of financial assets and liabilities

A financial asset and a financial liability are off set and the net amount is reported in the balance sheet if the Company has a legally
enforceable right to set-off the recognized amounts and intends either to settle on a net basis or to realize the asset and settle the liability
simultaneously.

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 balance sheet 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. C ost 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 balance sheet date. Cost of finished goods

comprises purchase cost and other manufacturing expenses. The cost of work in process includes material and proportionate
conversion costs.
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83

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.

Trade debts and other receivables

‘Trade debts' and 'other receivables' are stated initially at fair value and subsequently measured at amortized cost using the effective interest
method, less provision forimpairment. A provision for impairment is established when there is objective evidence that the Company will not
be able to coallect all amounts due according to the original terms of receivables. Trade debts' and 'other receivables' considered
irrecoverable are written off.

Exchange gains 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, and short-term highly liquid investments subject to insignificant risk of changes in values, and short term finances.
Short term finances on the balance sheet 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

The grant date fair value of equity settled share based payments to employees is initially recognized in the balance sheet as deferred
employee compensation expense with a consequent credit to equity as employee share option compensation reserve. 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.

When an unvested option lapses by virtue of an employee not conforming to the vesting conditions after recognition of an employee
compensation expense in the profit and loss account, such employee compensation expense is reversed in the profit and loss account
equal to the amortized portion with a corresponding effect to employee share option compensation reserve in the balance sheet.

When a vested option lapses on expiry of the exercise period, employee compensation expense already recognized in the profit and
loss is reversed with a corresponding reduction to employee share option compensation reserve in the balance sheet.

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.

Retirement and other service benefits
Gratuity fund

The Company operates a defined benefit funded gratuity plan (the Fund) 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 independent
expert, using the ‘Projected Unit Credit Method’.

The amount recognized in the balance sheet represents the present value of defined benefit obligations as reduced by the fair value of plan assets.
Provident fund

For all permanent employees of the Company, Engro Corporation Limited, operates and maintains a defined contribution provident
fund on behalf of the Company.

(Amounts in thousand)
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2.17.2

2.18

2.19

Equal monthly contribution at the rate of 10% of basic salary are made both by the Company and the employees to the defined contribution
provident fund.

Compensated absences

The Company accounts for compensated absences on the basis of unavailed leave balance of each employee at the end of the
reporting period.

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 atleast twelve months after the balance sheet date.

Trade and other payables

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

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 balance sheet 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 their carrying amounts in the financial statements. Deferred tax liabilities are generally recognized for all taxable temporary
differences and deferred tax assets are recognized to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences, unused tax losses and tax credits can be utilized.

Deferred income tax is determined using tax rates that have been enacted or substantively enacted by the balance sheet 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 the profit and loss account.

Foreign currency transactions and translation

These financial statements are presented in Pakistan Rupees, which is 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 gains
and losses resulting from the settlement of such transactions and from the translation at year-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognized in the profit and loss account.

Derivatives financial instruments and hedging activities

Derivatives are initially recognized at fair value on the date a derivative contract is entered into and are subsequently remeasured at their

fair value. The method of recognizing the resulting gain or loss depends on whether the derivative is designated as a hedging instrument,
and if so, the nature of the item being hedged. The Company designates certain derivatives as either:
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a) hedges of the fair value of recognized assets or liabilities or a firm commitment (fair value hedge); or
b) hedges of a pirticular risk associated with a recognized asset or liability or highly probable forecast transaction ( cash flow hedge)

The overall risk management strategy includes reasons for undertaking hedge transactions and entering into derivatives. The objectives
of this strategy are to:

- minimize foreign currency exposure’s impact on the Company’s financial performance; and
- protect the Company’s cash flow from adverse movements in foreign currency exchange rates.
a) Fair value hedge

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in profit and loss
account together with any changes in the fair value of the hedged asset or liability that are attributable to the hedged risk.

b) Cash flow hedge

On an ongoing basis, the Company assesses whether each derivative continues to be highly effective in offsetting changes in
the cash flows of hedged items. If and when a derivative is no longer expected to be highly effective, hedge accounting is
discontinued.

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

Amounts accumulated in equity are reclassified to the profit and loss account in the periods when the hedged item affects
income i.e. when the transaction occurs. The gain or loss relating to the effective portion of interest rate swaps hedging
variable rate borrowings is recognized in the profit and loss account or the cost of the related asset for which the borrowing
is being utilized. However, when the forecast transaction that is hedged results in the recognition of a non-financial asset
(for e.g. inventory or fixed assets) the gains and losses previously deferred in equity are transferred from equity and
included in the initial measurement of the cost of the asset. The deferred amounts are ultimately recognized in cost of goods
sold in case of inventory or in depreciation in case of fixed assets.

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge accounting, any
cumulative gain or loss existing in equity at that time remains in equity and is recognized when the forecast transaction is
ultimately recognized in the profit and loss account or the cost of the related non-financial asset (for e.g. inventory or fixed
assets) as applicable. When a forecast transaction is no longer expected to occur, the cumulative gain or loss that was
reported in equity is immediately transferred to the profit and loss account.

The full fair value of a hedging derivative is classified as a non-current asset or liability when the remaining maturity of hedged item is more
than 12 months and as a current asset or liability when the remaining maturity of the hedged item is less than 12 months. Trading
derivatives are classified as a current asset or liability.

Revenue recognition

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

sales are recorded on dispatch of goods to the customers; and

return on deposits / bank balances is recognized on accrual basis.

(Amounts in thousand)

2.21

2.22

2.23

2.24

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.

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 a 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. However, differences, if any, are
estimated to be insignificant and hence will not affect the true and fair presentation of the financial statements. 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:
a) 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.
b) Property, plant and equipment and intangibles
The Company reviews the appropriateness of the rate of depreciation / amortization, useful life 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.
C) Biological assets
The fair values of biological assets (Dairy livestock) is determined semi-annually by utilizing the services of an independent
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.

d) Stock-in-trade

The Company regularly 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.
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e) Provision for staff retirement and other service benefits 41 Operating assets
Th h o . . . . . h Freehold land  Buildings and Plant, machinery Computer Office Vehicles Total
e pre;ent value of the lelgat|ons is deterrln{ned by an |nd§pehdent actuary L.Jsmg g numper of assumptions and other factors. Any civil works on and related equipment equipment and (note 4.2)
change in these assumptions and factors willimpact the obligations recorded in the financial statements. freholdland  equipment (note 4.2) (note4.2)  furniture
&fittings  @——m
f) Employees' share option scheme Owned Leased Owned Leased
(Rupees)
Employee share option compensation reserve and deferred employee share option compensation expense have been determined As at January 1, 2015
using the fair values of the options granted and expected to be granted in the ensuing year, using the Black Scholes Pricing Model.
The fair values of the options granted during the year have been determined with reference to the respective grant dates of the Cost » 407472 3,690,788 15,641,909 34,505 232,514 347,153 696,572 1435 21,052,438
. : . . ) ) : Accumulated depreciation - (803,406)  (5,183,535) (34,595)  (139,537) (185,607) (347,940) (1,435)  (6,696,055)
options; and fair values of options expected to be granted in the ensuing year has been determined with reference to the Accumulated impairment _ (7,001) (58.490) . . . . . (65,491)
: . . } : )
balance shget datein aocordancelwnh the req.uwements. of IFRS 2 Share based paym«?nt and will be regssessed gn the aotugl grant Net book valle 207472 2680381 10,390,684 § 92077 o154 16650 T 14200892
date. The fair values and the underlying assumptions are disclosed in note 8. Any change in these assumptions may significantly impact
the carrying values of the related asset and reserve in the balance sheet. Year ended December 31, 2015
Opening net book value 407,472 2,880,381 10,399,884 - 92,977 161,546 348,632 - 14,290,892
Additions, including
transfers (note 4.5) 1,108 141,974 855,459 - 12,756 14,272 131,183 - 1,156,752
2016 2015
Disposals (note 4.4)
------------ (Rupees)------------ Cost | - | | (800) | | (122,658>| | - | | (6,681) | | (14,933) | | (100,200) | | - | (045,272)
Accumulated depreciation - 767 35,732 - 6,210 10,554 67,738 - 121,001
) B 33 86,926 - 471 4,379 2,462 B :
4. Property, Plant and Equipment ) ( ) @ ( ) (82,462)
Operating assets (note 4.1) 12,234,376 13,281,414 Depreciation (note 4.3) - (235,210)  (1,513,788) - (36,376) (52,944) (138,976) - (1,977,294)
Capital work-in-progress (note 4.5) 732,411 419,755 Impairment (notes 25 and 26) - - (21,904) - - - ©15) B (22,819)
Major spare parts and stand by equipment (note 9) 153,906 159,104 Write-off (note 28)
13,120,693 13,860,273 Cost - (13,148) (3,903) - (2,822) (3,077) - (46) (22,996)
Accumulated impairment - 7,001 1,736 - - - - - 8,737
Accumulated depreciation - 5,726 2,167 - 2,817 2,954 - 46 13,710
B @21) - - 5) (123) B B (549)

Transferedito stores and spares ’ - ‘ ’ ‘ ’ (471024)‘ ’ ‘ ’ - ‘ ’ - ‘ ’ ‘ ’ - ‘ ’ (47,024)‘

Accumulated depreciation - - 5,727 - - - - - 5,727
- - (41,297) E - - B B (41,297)
Closing net book value 408,580 2,786,691 9,591,428 - 68,881 118,372 307,462 - 13,281,414
As at December 31, 2015
Cost 408,580 3,818,814 16,323,783 34,595 235,767 343,415 727,555 1,389 21,893,898
Accumulated depreciation - (1,082,123)  (6,653,697) (34,595) (166,886) (225,043) (419178 (1,389)  (8,532,911)
Accumulated impairment - - (78,658) - - - 915 - (79,573)
Net book value 408,580 2,786,691 9,501,428 - 68,881 118,372 307,462 - 13,281,414
Year ended December 31, 2016
Opening net book value 408,580 2,786,691 9,591,428 - 68,881 118,372 307,462 - 13,281,414
Additions, including
transfers (note 4.5) - 141,628 631,309 - 30,739 28,906 226,960 - 1,059,542
Disposals (note 4.4)
Cost - - (197,297) - (14,033) (2,089) (191,927) - (405,346)
Accumulated impairment - - 381 - - - - - 381
Accumulated depreciation - - 171,747 - 13,730 1,849 153,584 - 340,910
, E (05,769) - (303) (240) (38,343) - (64,055)
Depreciation (note 4.3) . (234,530)  (1,484,167) - (36,307) (45,763) (129,050) - (1,929,817)
Impairment (notes 4.6, 25 and 26) - - (105,412) - (44) (932) - - (106,388)
Write-off (note 28)
Cost - (625) (100,898) - (401) (2,518) (200) - (104,642)
Accumulated impairment - - 7377 - - 850 53 - 8,280
Accumulated depreciation - 625 87,421 - 272 1,577 147 - 90,042
B - (6,700) - (129) ©1) - , (6,320)
Closing net book value 408,580 2,693,789 8,601,889 - 62,837 100,252 367,029 - 12,234,376
As at December 31, 2016
Cost 408,580 3,959,817 16,656,897 34,595 252,072 367,714 762,388 1,389 22,443,452
Accumulated depreciation - (1266,028)  (7.878,696) (34,595) (189,191) (267,380) (394,497) (1,389)  (10,031,776)
Accumulated impairment - - (176,312) - (44) 82) (862) . (177,300)
Net book value 408,580 2,693,789 8,601,889 - 62,837 100,252 367,029 _ 12,234,376

Annual rate of
depreciation (%) - 5t033.3 8.33t025 20 20 20 25 25
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(Amounts in thousand)

4.2

4.3

Includes following assets held by third parties:

Description

Plant and
machinery

Plant and
machinery

Computer
equipment

Vehicles

2016 2015
Cost Net Book  Cost Net Book
Value Value
(Rupees)

234,492 90,419 234,492 107,243
1,041,073 356,167 921,714 330,659
31,526 134 31,526 2,390
116,517 40,918 116,782 50,108
1,423,608 487,638 1,304,514 490,400

The depreciation charge has been allocated as follows:

- Cost of sales (note 25)

- Distribution and marketing expenses (note 26)
- Administrative expenses (note 27)

Reason

Equipment mounted on transport
contractors' vehicles

Freezers held with third party for
ice cream sales

Computer equipment managed by a

third party for disaster recovery

Trikes held with third party for
ice cream sales

2016 2015
————————————— (Rupees)-------------
1,686,249 1,722,663
212,659 214,966
30,909 39,665
1,929,817 1,977,294

(Amounts in thousand)

4.4 The details of operating assets disposed off during the year are as follows:

Description and method
of disposal

Vehicles

Sold to

By Company policy to existing / Ahsan Afzaal Ahmad

separating executives

Adil Aizaz

Jawad Akhtar
Mushtaqg Vighio
Salman Ali Khan
Muhammad Imran Khalil
Adnan Mahmood
Syed Ali Abbas

Zahid Mahmood
Naveed Zafar
Muhammad Muddasir
Rameez Ahmed Faraz
Ayaz Ahmed

Faheem Ahmed
Muhammad Raza
Hassan Nazir

Dawar Igbal

Usman Saif

M Ali Raza
Muhammad Bilal
Muhammad Naeem Zulfigar
Faiz Ul Hassan

Laraib Zafar

Rehan Khalig
Muhammad Shoaib
Ramzan Buriro
Muhammad Farjad
Adnan Ishtiag
Muhammad Ali
Muhammad Imran
Sabir Mahmood

Imran Khatak
Zeeshan Ur Rab
Mustafa Hasan Qureshi
Bilal Muhammad Niazi
Nasir Igbal

Sarfaraz Soomro
Safwan Munir

Nabeel Ahmed

Ali Rashid Khan

M Ali Hafeez

Athar Jameeli
Ahtesham Waheed Baig

Balance carried forward

Cost Accumulated Net book Sale
depreciation/ value proceeds
impairment
(Rupees)

8,000 (6,288) 1,712 2,000
1,646 (494) 1,152 993
1,726 (906) 820 1,034
1,592 (806) 786 1,358
1,568 (823) 745 1,215
2,392 (1,659) 733 598
2,392 (1,682) 710 598
1,773 (1,064) 709 942
2,383 (1,806) 577 815
1,706 (1,151) 555 816
2,146 (1,610) 536 537
2,091 (1,568) 523 523
1,594 (1,076) 518 941
683 (179) 504 547
683 (205) 478 506
1,593 (1135) 458 717
690 (234) 456 277
1,711 (1,283) 428 1,055
683 (282) 401 398
1,655 (1,166) 389 903
1,495 (1,121) 374 374
1,495 (1,121) 374 374
1,474 (1,106) 368 369
1,474 (1,106) 368 369
1,474 (1,106) 368 369
1,461 (1,096) 365 365
710 (346) 364 424
1,424 (1,088) 356 356
1,534 (1,179) 355 868
683 (333) 350 397
1,466 (1,120) 346 346
1,625 (1,279) 346 530
1,374 (1,031) 343 344
1,424 (1,092) 332 356
1,555 (1,224) 331 798
1,515 (1,193) 322 851
1,845 (1,556) 289 663
667 (400) 267 311
1,478 (1,218) 260 762
1,648 (1,405) 243 510
1,499 (1,259) 240 751
1,482 (1,248) 234 719
1,569 (1,353) 216 795
70,978 (50,377) 20,601 28,774
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(Amounts in thousand) (Amounts in thousand)
Description and method Sold to Cost Accumulated Net book Sale Description and method Sold to Cost Accumulated Net book Sale
of disposal depreciation/ value proceeds of disposal depreciation/ value proceeds
impairment impairment
(Rupees) (Rupees)
Balance brought forward 70,978 (50,377) 20,601 28,774 Balance brought forward 131,803 (104,504) 27,299 55,279
By Company policy to existing / By Company policy to existing /
separating executives Muhammad Akhtar Tahir 1,495 (1,285) 210 707 separating executives Kashif Mehmood 1,481 (1,333) 148 667
Naeem Shah 667 (463) 204 274 Akhtar Tahir 1,481 (1,333) 148 667
Obaid Khan 667 (463) 204 300 Faisal Igbal 1,481 (1,333) 148 667
Ali Sulaiman 1,586 (1,398) 188 714 Syed Ali Akbar Shah 1,423 (1,282) 141 760
Muhammad Shahzad 1,586 (1,398) 188 714 M.Asad Malik 612 (470) 142 204
Kamran Chishti 1,495 (1,317) 178 706 Kamran Abbasi 612 (470) 142 153
Muhammad Zubair 1,699 (1,529) 170 340 Muhammad Pervaz Rafiq 666 (633) 133 133
Mubashir Tahir 676 (607) 169 270 Farhan Shokat 671 (542) 129 134
Syed Imran Haider 1,625 (1,462) 163 325 Shahid Saleem 671 (542) 129 215
Imran Aslam 1,586 (1,428) 158 714 Babar Mughal 612 (482) 130 199
Muhammad Rafig Shah 1,586 (1,428) 158 724 Noman Ali 595 (476) 119 178
Irfan Al 1,586 (1,428) 158 714 Muhamamd Akram 612 (493) 119 178
Bakshal Shah Bukhari 1,586 (1,428) 158 714 Ali Mumtaz Khan 581 (464) 117 116
Zain Ul Abidin 1,586 (1,428) 158 714 Syed Ghazanfar Al 574 (459) 115 115
Tarig Mehmood 1,569 (1,412) 157 706 Abid Anwar 554 (443) 111 111
Muhammad Yousif Noori 1,569 (1,412) 157 707 Zeeshan Akram 554 (443) 111 111
Fayyaz Ahmed 1,569 (1,412) 157 706 Muhammad Yahya 549 (439) 110 110
Amin Khalique 1,569 (1,412) 157 706 Muhammad Imran 537 (430) 107 107
Khurram Shehzad 1,555 (1,399) 156 700 Irshad Hussain 586 (483) 103 340
Awais Ahmed Bhatti 1,555 (1,399) 156 700 Muhammad Khubaib 586 (494) 92 117
Saud Farooq 1,534 (1,381) 153 690 Raheel Ahmed Siddiqui 612 (539) 73 122
Imran Ali Sheikh 657 (505) 152 202 Masood Ageel 610 (538) 72 214
Mohsin Al 1,499 (1,349) 150 674 Babar Ahmed Khan 586 (515) 71 117
Kashif Nisar 1,495 (1,346) 149 673 Abid Jalal 586 (515) 71 17
Shaharyar Jehangir 1,495 (1,345) 150 400 Jahangir Shah 586 (515) 71 127
Nabeel Gilani 1,495 (1,345) 150 673 Saif Ullah Jamali 612 (651) 61 122
Rashid Saeed Kunwar 1,495 (1,345) 150 673 Kashif Liaquat 612 (651) 61 122
Ameerzada Mumtaz 1,495 (1,345) 150 673 Kazim Hussain 612 (651) 61 122
Usman Ali Dogar 1,495 (1,345) 150 673 Junaid Khalid 612 (651) 61 134
Usman Faiq 1,495 (1,345) 150 747 Khalid Rehman 612 (651) 61 122
Muhammad Imran 1,495 (1,345) 150 673 Mairaj Mughal 610 (549) 61 122
Muhammad Atig Chishty 1,495 (1,345) 150 673 Muhammad Noman 610 (549) 61 122
Armughan Ishrat 1,495 (1,345) 150 673 Ather Abbas 610 (549) 61 122
Babar Igbal Khan 1,495 (1,345) 150 908 Imran Qasim Malik 586 (526) 60 117
Raja Ali Ahsan 1,495 (1,345) 150 673 Muhammad Aslam Javaid 1,394 (1,334) 60 349
Tehseen Ullah 1,485 (1,337) 148 668 Ali Rafique 586 (528) 58 17
Ismail Shah 1,485 (1,337) 148 668 Irfan Qadir 586 (528) 58 17
Siraj Ur Rehman 1,485 (1,337) 148 668 Taugeer Ahmed 586 (528) 58 17
Faheem Khan 1,482 (1,333) 149 667 Dr Noor 586 (528) 58 137
Imran Haider Klasoon 1,482 (1,333) 149 667 Dr. Zubair 586 (528) 58 117
Raja Masood Akhtar 1,482 (1,333) 149 667 Usman Amin 586 (627) 59 143
Muhammad Igbal 1,482 (1,333) 149 667 Dr Liaquat Ali 586 (627) 59 117
60,825 (54,127) 6,698 26,505 Dr Rameez 586 (5627) 59 117
29,976 (26,049) 3,927 8,415
Balance carried forward 131,803 (104,504) 27,299 55,279 Balance carried forward 161,779 (130,553) 31,226 63,694

91 92



ENGRO FOODS ANNUAL REPORT 2016

ENGRO FOODS ANNUAL REPORT 2016

(Amounts in thousand)

Description and method
of disposal

Balance Brought forward
By Company policy to existing /
separating executives

By Company policy to existing /
separating executives having

net book value of less than Rs. 50

To employees and others
through auction

Insurance claims

Assets having net book value
of less than Rs. 50

93

Sold to

Muhammad Yasir
Dr Faseh
Mehboob Alam
Jawad Saleem
Saeed Ahmed

Umer Ayaz Khan
Waseem Mirza

Syed Riaz Ahmed
Waseem Mirza

Khalid Anwar

Adam Khan Afridi
Muhammad Amir Khan
Muhammad Idrees
Muhammad Javed
Abrar Khan

Khalid Anwar
Muhammad Amir Khan
Sheikh Waheed
Muhammad Amir Khan
Sheikh Waheed

Syed Adil Ali

Syed Riaz Ahmed
Adam Khan Afridi

EFU General Insurance Limited
Adamijee Insurance
Company Limited

Balance carried forward

Cost Accumulated Net book Sale
depreciation/ value proceeds
impairment
(Rupees)

161,779 (130,553) 31,226 63,694
583 (525) 58 17
583 (525) 58 17
583 (525) 58 17
572 (515) 57 114
554 (499) 55 111

2,875 (2,589) 286 576
718 (503) 215 293
1,398 (1,048) 350 897
1,956 (1,760) 196 888
1,268 (1,141) 127 735
596 (525) 71 347
680 612) 68 951
630 (567) 63 321
622 (560) 62 299
598 (538) 60 379
597 (637) 60 344
597 (637) 60 348
597 (637) 60 305
586 (528) 58 275
586 (528) 58 190
586 (528) 58 273
586 (528) 58 195
586 (528) 58 189
528 (475) 53 296
528 (475) 53 371
13,525 (11,952) 1,573 7,603
2,374 (294) 2,080 2,155
691 (104) 587 562
3,065 (398) 2,667 2,717
9,965 (7,589) 2,376 2,400
191,927 (153,584) 38,343 77,283

Description and method Sold to
of disposal

Balance brought forward

Plant, machinery and related
equipment

Sold to Third Party under
Company Policy

MAZ Consolidation
Smart Power Systems

M/s Shafig
M/s Shama Engineering

Sold through auction

Pak Kuwait Takaful Company Ltd.
EFU General Insurance Limited

Insurance Claims

Assets having net book value
of less than Rs. 50

Office equipment

Sold to Third Party

under Company Policy Agility Logistics

Assets having net book value
of less than Rs. 50

Computer equipment

Insurance claims EFU General Insurance Limited

Assets having net book value
of less than Rs. 50

December 31, 2016

December 31, 2015

Cost Accumulated Net book Sale
depreciation/ value proceeds
impairment
(Rupees)

191,927 (153,584) 38,343 77,283
69,866 (51,911) 17,955 35,543
875 612) 263 158
70,741 (62,523) 18,218 35,701
873 (784) 89 20
1,483 (602) 881 33
2,356 (1,386) 970 53
114 (10) 104 77
57 @) 52 57
171 (15) 156 134
124,029 (118,204) 5,825 7,431
197,297 (172,128) 25,169 43,319
214 (98) 116 116
1,875 (1,751) 124 291
2,089 (1,849) 240 407
214 (105) 109 113
13,819 (13,625) 194 440
14,033 (18,730) 303 553
405,346 (841,291) 64,055 121,562
245,272 (121,001) 124,271 133,046
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(Amounts in thousand)

4.5

4.6

95

Capital work-in-progress

Land Building on Plant, IS and milk Office Vehicles Total
freehold land machinery automation equipment/
and related projects Furniture &
equipment Fitting/Computer
equipment
(Rupees)
Year ended December 31, 2015
Balance as at January 1, 2015 - 108,005 471,927 4126 6,017 15,843 605,918
Additions during the year 1,108 106,101 677,539 5,792 30,621 151,862 973,023
Transferred to:
- operating assets (note 4.1) (1,108) (141,974)  (855,459) - (27,028) (131,183)  (1,156,752)
- intangible assets (note 6) - - - (2,434) - - (2,434)
Balance as at December 31, 2015 - 72,132 294,007 7,484 9,610 36,522 419,755
Year ended December 31, 2016
Balance as at January 1, 2016 72132 294,007 7,484 9,610 36,522 419,755
Additions during the year - 114,424 944,321 31,342 61,668 228,347 1,380,102
Transferred to:
- operating assets (note 4.1) - (141,628) (631,309) - (59,645)  (226,960) (1,059,542)
- intangible assets (note 6) - - - (7,904) - - (7,904)
Balance as at December 31, 2016 - 44,928 607,019 30,922 11,633 37,909 732,411

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 segment exceed their estimated recoverable amounts. These assets were deemed as idle
primarily due to discontinuation of certain SKUs to rationalize product portfolio of the Company. Accordingly, provision for
impairment was recognized thereagainst. The recoverable amount of these assets amounted to Rs. 79,045,
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.

2016 2015
————————————— (Rupees)--------------
Biological Assets
Dairy livestock (note 5.1)
- mature 567,873 606,622
- immature 370,279 427,473
938,152 1,034,095
Provision for culling (notes 5.2 and 29) (26,067) (24,748)
912,085 1,009,347
Crops - feed stock 20,641 14,904
932,726 1,024,251

(Amounts in thousand)

51

5.2

5.3

5.4

5.5

2016 2015
(Rupees)
Reconciliation of carrying amounts of livestock
Carrying amount at the beginning of the year 1,009,347 845,123
Add:
Changes in fair value due to biological transformation:
- Gain due to new births [inclusive of cost of feeding
immature herd of Rs. 180,862 (2015: Rs. 168,657)] 228,197 250,179
- Loss due to increase in age of livestock (46,173) (14,244)
182,024 235,935
Changes in fair value due to price changes:
- Gain due to currency devaluation 494 36,287
- Loss due to decrease in international market prices (174,403) (28,619)
(173,909) 7,668
Total gain (note 29) 8,115 243,603
Less:
- Decrease due to deaths / disposals (79,310) (54,631)
- Provision for culling (note 5.2) (26,067) (24,748)
Carrying amount at the end of the year, which approximates the fair value 912,085 1,009,347

Represents provision in respect of low yielding animals and / or animals having poor health.

As at December 31, 2016, the Company held 2,895 (2015: 2,739) mature assets able to produce milk and 2,356 (2015: 2,129)
immature assets that are being raised to produce milk in the future. During the year, the Company produced approximately
16,326,526 (2015: 12,809,590) gross litres of milk from these biological assets with a fair value less estimated point-of-sale
costs of Rs. 929,965 (2015: Rs.782,234), determined at the time of milking.

As at December 31, 2016, the Company held 375 (2015: 561) immature male calves.

The valuation of dairy livestock as at December 31, 2016 has been carried out by an independent valuer. In this regard, 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, 2016. Further, in the absence of an active market of the Company’s dairy livestock in
Pakistan, market and replacement values of similar live stock from active markets in USA, EU and Australia, have been used
by the independent valuer as a basis of his 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.
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(Amounts in thousand)

6. Intangible - Computer software

Net carrying value

Balance at beginning of the year
Add: Additions at cost (note 4.5)
Less: Amortization charge for the year (notes 6.1 and 27)
Less: Write-off
- Cost
- Accumulated amortization
- Accumulated impairment

Balance at end of the year
Gross carrying value

Cost

Less: Accumulated amortization

Net book value

6.1  The cost is being amortized over a period of 5 years.

7. Long-term Advances and Deposits
- Unsecured, considered good

Advances to Executives (notes 7.1, 7.2 and 7.3)
Less: Recoverable within one year shown
under current assets (note 12)

Deposits

71 Reconciliation of the carrying amount of
advances to executives

Balance as at January 1
Add: Disbursements

Less:

- Repayments

- Amortization

Balance as at December 31
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2016 2015
------------- (Rupees)-------------
63,923 112,208
7,904 2,434
(27,449) (50,719)
= (7,712)
= 858
= 6,854
44,378 63,923
336,876 328,972
(292,498) (265,049)
44,378 63,923
67,931 64,694
(25,627) (19,965)
42,304 44,729
51,680 89,722
93,984 134,451
64,694 64,371
43,921 46,144
(16,478) (21,770)
(24,206) (24,051)
67,931 64,694

(Amounts in thousand)

7.2

7.3

7.4

This includes interest free advances to executives for vehicles given in accordance with the terms of employment under the vehicle
earn-out scheme. These advances are amortized over a period of 48 months, unless repaid as a result of change in
employee classification level or leaving the Company. This also includes investment loan 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.

The maximum aggregate amount due from executives at the end of any month during the year was Rs. 73,073 (2015: Rs. 75,098).

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.

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 16.9 million new ordinary shares, to be determined by the Board Compensation Committee.

Under the Scheme, options were to be 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. During the year, 8,437,500 share options were granted to some employees, however, few
of the employees left the Company during the year which resulted 737,500 options lapsing during the year. The details of share
options granted to date under the Scheme, which remained outstanding as at December 31, 2016 are as follows:

- number of options 12,900,000

-range of exercise price Rs. 182.85-Rs. 305.18
- weighted average remaining contractual life 3.37 years

The weighted average fair value of options granted to date, as estimated at the date of grant using the Black-Scholes model was

Rs. 28.31 per option, whereas weighted average fair value of options to be granted has been estimated as Rs. 35.25 per option.

The following weighted average assumptions have been used in calculating the fair values of the options:

Options Options Options Options Options
granted in granted in granted in to be to be
2013 2015 2016 granted in 2017 granted in 2018
number of options 4,400,000 800,000 7,700,000 425,000 1,525,000
share price Rs. 133.58 Rs. 107.67 Rs. 156.85 Rs. 191.94 Rs. 191.94
exercise price Rs. 191.89 Rs. 182.85 Rs. 230.76 Rs. 291.92 Rs. 291.92
expected volatility 32.54% 30.32% 34.86% 28.41% 28.41%
expected life 3years 3.5 years 3.5 years 3.75 years 4.75 years
annual risk free interest rate 0.42% 7.93% 6.15% 5.95% 5.95%

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 Mesting held on April 27, 2015.

The approval from SECP for aforementioned modification in the Scheme and the related vesting period has also been received
through letter dated August 31, 2015.

As of December 31, 2016, 4,000,000 options remained ungranted. Out of the remaining options, management estimates that
425,000 will be granted in 2017 and 1,525,000 will be granted in 2018. The remaining 2,050,000 options will lapse in option year
2018 with the expiry of scheme.

In respect of the Scheme, Employee share option compensation reserve and the related deferred expense amounting to Rs. 433,982
has been recognized, out of which Rs. 325,040 has been amortized to date, including Rs. 35,816 reversal of charge in current
period owing to change in fair value of options to be granted and expected lapse of options, net of charge in respect oFemployees
services received to the balance sheet date.
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(Amounts in thousand)
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10.

101

10.2

10.3

11.

1141

1.2

99

2016 2015
------------- (Rupees)-------------
Stores, Spares and Loose Tools
Stores 124,083 130,374
Spares and loose tools, including in-transit Nil (2015: Rs. 592) (note 9.1) 871,217 821,659
LLess: Major spare parts and stand by equipment - shown under
Property, plant and equipment (note 4) (153,9006) (159,104)
841,394 792,929

These are net of provision against slow moving items amounting to Rs. 51,373 (2015: Rs. 24,700).

2016 2015
————————————— (Rupees)-------------
Stock-in-trade
Raw and packaging material (notes 10.1 and 10.3) 2,668,770 2,103,805
Work-in-process 429,762 169,194
Finished goods (notes 10.2 and 10.3) 665,366 798,380
3,763,898 3,071,379

Includes Rs. 378,869 (2015: Rs. 15,187)in respect of stock held by third parties.

Includes Rs. 169,082 (2015: Rs. 65,752) in respect of finished goods carried at net realizable value and Rs. 162,111 (2015:
Rs. 163,084)in respect of stock held by third parties.

These are net of provision against expired / obsolete stock amounting to Rs. 48,088 (2015: Rs. 47,092). Stock amounting to
Rs. 57,734 (2015: Rs. 80,380) has been written off against the provision during the year.

2016 2015
------------- (Rupees)-------------
Trade Debts - Unsecured
Considered good (notes 11.1 and 11.2) 69,654 117,568
Considered doubtful (note 11.3) 228 282
69,882 117,850
Less: Provision for impairment (note 11.3) (228) (282)
69,654 117,568

As at December 31, 2016, trade debts aggregating to Rs. 4,943 (2015: Rs. 5,900) were past due but not impaired. These relate to
various customers and have either been confirmed / acknowledged by the customer or cleared subsequent to the year end. These

debts are less than 6 months old.

As at December 31, 2016, trade debts aggregating to Rs. 64,711 (2015: Rs. 111,668) were neither past due norimpaired. The credit

quality of these receivables can be assessed with reference to their historical performance with no defaults ever.

(Amounts in thousand)

11.3  As at December 31, 2016, trade debts aggregating to Rs. 228 (2015: Rs. 282) were deemed to have been impaired and provided

12.

121

12.2

12.3 This represents advances for incurring expenses for the Company’s business.

for. The movement in provision during the year is as follows:

Balance as at January 1
Provision (reversed)/ made during the year (note 27)
Receivables written back / (written-off) against provision

Balance as at December 31

Advances, Deposits and Prepayments
- Unsecured, considered good

Advances to:
- Executives (notes 12.1 and 12.2)
- Other employees (note 12.3)

Add: Current portion of long term advances
to executives (note 7)

Advances to suppliers
Deposits
Prepayments

2016 2015
————————————— (Rupees)-------------

282 4,959
(70) 902
16 (5,579)
228 282
8,541 9,958
24,551 28,977
33,092 38,935
25,627 19,965
58,719 58,900
16,750 33,213
36,061 10,945
33,349 30,941
144,879 133,999

This represents interest free advances to executives for house rent, given in accordance with the Company’s policy.

The maximum aggregate amount due from executives at the end of any month during the year was Rs. 13,900 (2015 Rs. 13,029).

12.4 The carrying values of these financial assets are neither past due nor impaired. The credit quality of these financial assets can be

13.

assessed with reference to no defaults ever.

Other Receivables

Receivable from Tetra Pak Pakistan Limited (note 13.1)
Receivable from Ecolean AB (note 13.1)
Others

2016 2015
————————————— (Rupees)-------------
= 462,509
112,709 132,474
1,952 3,572
114,661 598,565
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131

13.2

14.

141

14.2

15.

16.

161

101

Represents reimbursement of expenses and other receivable under cost sharing agreements.

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 their historical performance with no defaults ever.

Sales Tax Recoverable

Till June 2016, the Company's supplies of dairy products were zero rated against the Company's claimed input adjustment of sales
tax paid on raw materials, components and assemblies. However, through Finance Act 2016, zero rated supplies of dairy products
have been categorized as exempt supplies, resulting in no input tax available for adjustment / recoupment on such supplies of
Company's dairy products.

During the year, the Deputy Commissioner Inland Revenue after conducting sales tax audit for the year ended December
2013 raised sales tax demand amounting to Rs. 143,125 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 (i)
alleged non-withholding of sales tax on certain supplies. The Company has filed an appeal against the order and based on
the opinion of its tax consultant, is confident of a favourable outcome of the appeal, and, accordingly sales tax recoverable
has not been reduced by the effect of aforementioned order.

2016 2015
------------- (Rupees)-------------
Cash and Bank Balances
Cash at bank on:
- current accounts [including foreign currency account of Rs. 98,449
(2015: Rs. 107,172)] 308,015 110,336
- savings accounts [including foreign currency account of Rs.
221,668 (2015: Rs. 178,713)] 394,929 178,713
702,944 289,049
2016 2015
------------- (Rupees)-------------
Share Capital
Authorized capital
850,000,000 (2015: 850,000,000) Ordinary shares of Rs. 10 each 8,500,000 8,500,000
Issued, subscribed and paid-up capital 766,596,075 (2015: 766,596,075)
Ordinary shares of Rs. 10 each fully paid in cash (note 16.1) 7,665,961 7,665,961

As at December 31, 2016, FrieslandCampina Pakistan Holdings B.V. (the Holding Company) holds 390,963,999 (2015: Nil) ordinary
shares of Rs. 10 each and Engro Corporation Liimited holds 306,075,939 (2015: 66,37,991) ordinary shares of Rs. 10 each.

(Amounts in thousand)

17.

171

17.2

17.3

18.

Long Term Finances, Secured (Non-participatory)

Long term finances utilized under mark-up arrangements:

Instalments 2016 2015
Number Commencing from Interest Rate Rupees

Long-term finances

Syndicated Finance | 4 half yearly February 20, 2015 6 months KIBOR + 0.69% - 1,275,000
Habib Bank Limited 6 half yearly November 2, 2014 6 months KIBOR + 0.65% 129,606 388,817
NIB Bank Limited 6 half yearly June 5, 2015 6 months KIBOR + 0.60% 496,437 992,604
The Bank of Punjab 6 half yearly April 3, 2015 6 months KIBOR + 0.70% 166,195 332,234
United Bank Limited 6 half yearly May 12, 2016 6 months KIBOR + 0.65% 1,000,000 1,500,000

1,792,238 4,488,655

Certificate

Sukuk Certificates 4 half yearly July 13,2015 6 month KIBOR + 0.69% 408,750 878,750
2,195,988 5,367,405

Less: Current portion shown under current liabilities (1,695,988)  (3,171,417)

500,000 2,195,988

The proceeds from these finances are carried net of unamortized portion of transaction costs amounting to Rs. 4,034 (2015: Rs. 8,595).

The above finances and ljarah arrangements (note 23.5) are secured by registered floating charges / mortgages over the present
and future fixed assets of the Company upto a maximum of Rs. 10,604,500 (2015: Rs. 10,562,500).

In view of the substance of the transactions, the sale and repurchase of assets under long term finances have not been recorded
as such in these financial statements.

2016 2015
------------- (Rupees)-------------
Deferred Taxation
Credit balances arising due to:
- Accelerated tax depreciation / amortization 1,360,735 1,525,906
- Gain on biological assets 273,626 310,290
- Long term finances 1,210 1,291
- Others 12,210 15,806
1,647,781 1,853,293
Debit balances arising due to:
- Provisions for stock-in-trade, store & spares
and receivables (29,907) (23,064)
- Derivative financial instruments, net to equity - (834)
- Share issuance cost, net to equity (11,234) (13,106)
- Others (816) =
(41,957) (37,004)
1,605,824 1,816,289
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(Amounts in thousand) (Amounts in thousand)

21.  Derivative Financial Instruments

2016 2015
_____________ (Rupees)------------- The Company entered into various foreign currency forward contracts with banks to manage its foreign currency exposure. These
19. Deferred Income contracts have maturity dates approximately matching with the anticipated payment dates for commitments with respect to import
of plant and machinery and stock-in-trade. The fair value of the outstanding forward contracts as at December 31, 2016 amounts
Deferred income under ljarah arrangement: to aliability of Nil (2015: Rs. 2,604).
Balance as at January 1 3,690 9,410
Less: Amortization for the year (3,168) (5,720) 22.  Short Term Finances - secured
522 3,690
Less: Current portion (622) (3,122) 221 The facilities for short term running finance available from various banks, which represent the aggregate sale price of all mark-up
Balance as at December 31 - 568 arrangements, amounts to Rs. 7,467,073 (2015: Rs. 8,000,000). The unutilized balance against these facilities as at year end was
Rs. 7,401,953 (2015: Rs. 7,590,243). The rates of mark-up on these finances are KIBOR based and range from 6.04% to 6.24%
(2015: 7.26% to 8.10%) per annum. These facilities are secured by way of hypothecation upon all the present and future current
20. Trade and Other Payables assets of the Company.
Trade payables 1349 846 1482176 22.2 The facilities for opening letters of credit and bank guarantees as at December 31, 2016 amounts to Rs. 6,547,927
Accrued liabilities (note 20.2) 1,166,742 1,297,894 (2015: Rs. 6,015,000, of which the amount remaining unutilized as at year end was Rs. 5,138,457 (2015: Rs. 3,871,198).
Advances from customers 512,117 457,618
Retention money 7994 18 361 23. Contingencies and Commitments
Security deposits 285 1,485
Withholding tax payable 95,704 71,157 231 The Company has provided bank guarantees to:
Payable to provident fund 25,753 23,086
Payable to gratuity fund (note 35.4) 139 776 51 664 - SuiSouthern Gas Company Limited amounting to Rs. 74,828 (2015: Rs. 62,842) under the contract for supply of gas;
Workers' profits participation fund (note 20.3) (4,069) (4,478)
Workers' welfare fund 311.030 230.052 - SuiNorthern Gas Company Limited amounting to Rs. 34,350 (2015: Rs. 34,350) under the contract for supply of gas;
Others (note 20.1) 59,056 37,912
3.664.034 3.666.927 - Collector of Sales Tax, Large Tax Payers Unit (LTU), Karachi amounting to Rs. 258,712 (2015: Rs. 258,712) under Sales Tax
— = Rules 2006, against refund claim of input sales tax. Against these guarantees, sales tax refunds amounting to Rs. 172,000
201 Includes amount due to following related parties: (2015: Rs. 172,000) have been received to-date;
- Engro Corporation Limited - 2,937 - Controller Military Accounts, Rawalpindi amounting to Rs. 4,675 (2015: Rs. 4,675), as collateral against supplies;
- FrieslandCampina Nederland B.V. 20,642 -
20,642 2,937 - Parco Pearl Gas Co. (Private) Limited amounting to Rs. 1,000 (2015: Rs. 1,000) as collateral against supplies;

- Officer Commanding PAF Faisal Base amounting to Nil (2015: Rs. 4,745) as collateral against supplies; and

20.2 Includes Rs. 64,997 (2015: Rs. 60,840) on account of Gas Infrastructure Development Cess (GIDC).
- Collector of Customs MCC (Model Customs Collectorate) Port Qasim amounting to Rs. 11,125 (2015: Nil)as collateral

20.3 Workers' profits participation fund against clearance of imported goods.
(4,478) 26,539
Balance as at January 1 189,409 230,818 23.2 Subsequent to the balance sheet date, the Company received an order from Competition Commission of Pakistan, imposing a
Add: Allocation for the year (note 28) 184,931 257,357 penalty of Rs. 62,293 in respect of Company’s marketing activities relating to one of its products. The Company is in the process
(189,000) (261,835) of filing an appeal against the aforementioned order. The Company, based on the opinion of its legal advisor, is confident of a favorable
Less: Amount paid to the Fund (4,069) (4,478) outcome of the appeal, and accordingly no provision has been recognized in these financial statements in this respect.

Balance as at December 31
23.3 Asat December 31, 2016 post-dated cheques amounting to Nil (2015: 467) have been provided as collateral to customs authorities,

in accordance with the procedures prescribed by the Government of Pakistan through notifications dated July 8, 2011 and
August 1, 2011.

23.4 Commitments in respect of capital expenditure contracted for but not incurred as at December 31, 2016 amounts to Rs. 578,767
(2015: Rs. 791,590).

23.5 Commitments in respect of purchase of certain commaodities as at December 31, 2016 amounts to Rs. 631,248 (2015: Rs. 1,090,580).

103 104



ENGRO FOODS ANNUAL REPORT 2016

ENGRO FOODS ANNUAL REPORT 2016

(Amounts in thousand)

23.6  Commitments for rentals payable under the ljarah agreement as at December 31, 2016 amounts to Rs. 119,825 (2015: Rs. 214,005)

as follows:

Not later than one year
Later than one year but not later than five years

24. Net Sales
Manufactured goods
Less:
- Sales tax

- Trade and other discounts

Raw milk

241 Includes export sales amounting to Rs. 862,772 (2015: Rs. 993,848).

25. Cost of Sales

Raw and packaging material consumed (note 25.1)
Salaries, wages, and staff welfare (note 25.2)

Fuel and power (note 25.3)

Repair and maintenance

Freight inwards

Depreciation (note 4.3)

Impairment of operating assets

Travelling

Communication and other office expenses
Insurance

Rent and utilities

Research and business development

Fee for technical assistance

Legal and professional

Purchased services

Provision against:

- stock-in-trade

- slow moving spares

Manufacturing cost

Add: Opening stock of work-in-process

Less: Closing stock of work-in-process

Cost of goods manufactured

Add: Opening stock of finished goods manufactured
Less: Closing stock of finished goods manufactured

Add: Cost of Raw milk sold directly (note 25.1)

105

2016 2015
------------- (Rupees)-------------
64,364 93,111
55,461 120,894
119,825 214,005
47,097,632 52,015,858
(965,985) (858,778)
(1,817,183) (1,354,435)
44,314,464 49,802,645
31,567 31,444
44,346,031 49,834,089
2016 2015
------------- (Rupees)-------------
27,532,090 30,776,179
1,339,138 1,378,792
917,164 1,159,798
662,540 591,287
588,891 618,053
1,686,249 1,722,663
101,942 17197
108,030 121,142
101,119 165,859
126,841 130,339
552,919 577,937
8,351 16,630
27,805 -
8,269 9,424
556,302 492,847
58,730 46,069
26,673 17,919
34,403,053 37,842,135
169,194 529,977
(429,762) (169,194)
34,142,485 38,202,918
798,380 867,020
(665,366) (798,380)
34,275,499 38,271,558
31,567 31,444
34,307,066 38,303,002

(Amounts in thousand)

251 Raw and packaging material consumed

Opening stock of raw and packaging material

Add: Purchases

Less:
- Fair value of milk produced from biological assets (note 5.3)
- Raw milk sold directly
- Closing stock of raw and packaging material

Raw and packaging material consumed

2016 2015
------------- (Rupees)-----------

2,103,805 2,300,790
29,058,587 31,392,872
(929,965) (782,234)
(31,567) (31,444)
(2,668,770) (2,103,805)
27,532,090 30,776,179

25.2 Includes Rs. 131,725 (2015: Rs. 103,701) in respect of staff retirement benefits referred to in notes 35 and 45.

25.3 Thisis net of reversal of accrual of Gas Infrastructure Development Cess of prior periods amounting to Nil (2015: Rs. 37,778).

26. Distribution and Marketing Expenses

Salaries, wages, and staff welfare (note 26.1)
Advertising

Freight outward

Travelling

Communication and other office expenses
Depreciation (note 4.3)

Impairment of operating assets

Fuel and power

Repairs and maintenance

Rent, rates and taxes

Insurance

Research and business development
Legal and professional

ljarah rentals

Purchased services

26.1 Includes Rs. 78,457 (2015: Rs. 58,874) in respect of staff retirement benefits referred to in notes 35 and 45.

27.  Administrative Expenses

Salaries, wages and staff welfare (notes 27.1 and 27.2)
Training and development

Communication and other office expenses

Rent, rates and taxes

Travelling

Depreciation (note 4.3)

Amortization (note 6)

Fuel and power

Repairs and maintenance

Insurance

Research and business development

Legal and professional

Auditors' remuneration (note 27.3)

Software maintenance and license cost

Provision for / (Reversal of)impairment of trade debts (note 11.3)
Purchased services

2016 2015
————————————— (Rupees)-----------

797,610 782,774
2,514,615 2,419,328
1,122,390 1,117,467
96,488 107,539
59,042 79,158
212,659 214,966
4,446 5,622
3,303 3,102
87,027 82,780
42,694 27,658
13,014 13,373
325 113
15,070 10,743
91,569 86,658
8,266 862
5,068,408 4,952,143

2016 2015

————————————— (Rupees)-----------

410,738 636,386
80,605 108,100
109,866 214,282
103,290 84,769
27178 42,437
30,909 39,665
27,449 50,719
11,125 10,434
18,732 15,678
3,785 3,889
5 67
39,172 111,097
2,653 3,575
16,805 19,264
(70) 902
38,756 44,248
920,998 1,385,412
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271

272

27.3

28.

281

29.

30.

31.
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Includes Rs. 40,402 (2015: Rs. 50,743) in respect of staff retirement benefits referred to in notes 35 and 45.

Includes reversal of Rs. 35,816 (2015: charge of Rs. 157,973)in respect of Employees' share option compensation expense.

2016 2015

Auditors' remuneraton ~~ ==mmesoeoee- (Rupees)-------------
Fee for:
- audit of annual financial statements 1,500 1,100
- review of half yearly financial information 315 225
- review of compliance with the Code of Corporate Governance 40 40
- audit of retirement benefit funds 85 325
- special certifications and other assurance services 344 1,430

2,284 3,120
Reimbursement of expenses 369 455

2,653 3,575
Other Operating Expenses
Workers' profits participation fund (note 20.3) 189,409 230,818
Workers' welfare fund 80,978 85,881
Donations (note 28.1) 26,239 23,086
Loss on death / disposals of biological assets 3,130 3,327
Provision for culling of biological assets (note 5) 26,067 24,748
Operating assets written-off (note 4.1) 6,320 549
Others 101 239

332,244 368,648

Includes donation to Engro Foundation, a related party, amounting to Rs. 18,000 (2015: Rs. 16,000). The Directors including the
Chief Executive and their spouses do not have any interest in the donee, except that one of the Director - Mr. Ghiasuddin Khan and
CEQO - Mr. Babur Sultan are trustees on the Board of Trustees of Engro Foundation.

2016 2015
Other Income . TTmmmmmmm (Rupees)-------------
From financial assets
Interest on bank deposits / saving accounts 6,421 2,430
Gain realized on disposal of short term investments 8,772 1,014
15,193 3,444
From other than financial assets
Gain arising from changes in fair value of biological assets (note 5.1) 8,115 243,603
Gain on disposal of operating assets 57,507 8,775
Exchange gain 1,002 11,381
Scrap sales 46,211 47,331
Others 20,481 10,986
133,316 322,076
148,509 325,520
Flinance Cost
Mark-up on
- short-term finances 44,682 243,754
-long-term finances 274,980 585,071
319,662 828,825
Bank charges 28,376 27,594
348,038 856,419
Taxation
Current
- for the year 1,195,642 1,324,834
- for prior year (note 31.1) 146,731 -
1,342,373 1,324,834
Deferred (211,299) (193,304)
1,131,074 1,131,530

(Amounts in thousand)

311

312

31.2.1

Represents 'Super Tax for rehabilitation of temporary displaced persons' at the rate of 3% on specified income for the tax year 2016
(i.e. for the year ended December 31, 2015) levied through Finance Act 2016.

Following is the position of the Company's open tax assessments:

The Company in accordance with section 59 B (Group Relief) of the Income Tax Ordinance (ITO), 2001 has surrendered to ECL,
the associated company (previously 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 years ended December 31, 2006, 2007 and 2008 (Tax years 2007, 2008 and 2009) for cash consideration
aggregating Rs. 1,500,847, being equivalent to tax benefit/effect thereof.

The Company had been designated as part of the Group of Engro Corporation Limited 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 59 B(2)(g) of the Ordinance and a requirement under the Group Companies Registration Regulations, 2008 (the Regulations)
notified by the SECP on December 31, 2008.

Further, the Appellate Tribunal, in respect of surrender of aforementioned tax losses by the Company to ECL for the years ended
December 31, 2006 and 2007, decided the appeals in 2010 in favour of ECL, whereby, allowing the surrender of tax losses by the
Company to ECL. The tax department has filed reference application there against before the Sindh High Court, which are under
the process of hearings. However, in any event, should the reference application be upheld and the losses are returned to the
Company, it will only culminate into recognition of deferred income tax asset thereon with a corresponding liability to ECL for refund
of the consideration received. As such there will be no effect on the results of the Company.

In 2013, the Appellate Tribunal also decided similar appeal filed by ECL for the year ended December 31, 2008 in favour of ECL.

The Company’s appeal against the order of Commissioner Inland Revenue (CIR) for reduction of tax loss from Rs. 1,224,964
to Rs. 1,106,498 for the tax year 2007, is currently in the process of being heard. However, the Company, based on the opinion of
its tax consultant, is confident of a favourable outcome of the appeal, and hence the balance of taxes recoverable has not been
reduced by the effect of the aforementioned disallowance.

In 2013, the Commissioner Inland Revenue 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. During 2015, in response
to the appeal filed against the audit proceedings, the Commissioner Appeals issued an appellate order in favour of the Company
holding the selection of case for audit to be illegal and without jurisdiction. The tax department has filed an appeal against the order
with the Appellate Tribunal Inland Revenue, however, no hearing has been conducted to date. The Company, based on the opinion
of its tax consultant, is confident of a favourable outcome of the appeal, and, accordingly taxes recoverable have not been reduced
by the effect of the aforementioned disallowances.

In 2013, the Sindh High Court, in respect of another company, has overturned the interpretation of the Appellate Tribunal on Section
113 (2) (c) of the Income Tax Ordinance, 2001 and has decided that the minimum tax paid cannot be carried forward in respect of
the year where no tax has been paid on account of loss for the year. Further, during the year Deputy Commissioner Inland Revenue
has disallowed minimum turnover tax credit for tax years 2008, 2010 and 2011 claimed in tax year 2013 on the basis of aforementioned
judgement of Sindh High Court. The Company’s management, based on the opinion of its legal advisor, is of the view that the above
order is not correct and would not be maintained by the Supreme Court, which they intend to approach, if required. Therefore, the
Company has maintained the adjustment of carried forward minimum turnover tax amounting to Rs. 1,026,701 made in prior years.

In 2014, the Additional Commissioner Inland Revenue raised a demand of Rs. 713,341 for tax year 2012 by disallowing the initial
allowance and depreciation on certain additions to property, plant and equipment, provision for retirement and other service benefits,
purchase expenses, sales promotion and advertisement and other expenses etc. The Company has obtained a stay order from
the Sindh High Court against the recovery proceedings and has also filed an appeal there against before the Commissioner Appeals.
The Company, based on the opinion of its tax consultant, is confident of a favourable outcome of the appeal, and, accordingly taxes
recoverable have not been reduced by the effect of the aforementioned disallowances.

In 2015, the Additional Commissioner Inland Revenue 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. The Company has filed an appeal against the order and based on the opinion of its tax consultant, is confident of a
favourable outcome of the appeal, and, accordingly taxes recoverable have not been reduced by the effect of the aforementioned
disallowances.
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312.9

31.3

32.

109

During the year, the Deputy Commissioner Inland Revenue 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 against advance for purchase of Engro Foods
Netherlands and certain other items, 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. The Company has filed an appeal against the order and based on the
opinion of its tax consultant, is confident of a favourable outcome of the appeal, and, accordingly taxes recoverable have not been
reduced by the effect of the aforementioned disallowances.

During the year, the Additional Commissioner Inland Revenue raised a demand of Rs. 59,772 for tax year 2010, primarily on account
of disallowance of sales promotion and freight expenses. The Company has filed an appeal against the order and based on the
opinion of its tax consultant, is confident of a favourable outcome of the appeal, and, accordingly taxes recoverable have not been
reduced by the effect of the aforementioned disallowances.

During the year, the Additional Commissioner Inland Revenue 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. The Company has filed an appeal against the order and based on the opinion of its tax
consultant, is confident of a favourable outcome of the appeal, and, accordingly taxes recoverable have not been reduced by the
effect of the aforementioned disallowances.

2016 2015
————————————— (Rupees)-------------
Relationship between tax expense and
accounting profit
Profit before taxation 3,517,786 4,293,985
Tax at the applicable tax rate of 31% (2015: 32%) 1,090,514 1,374,075
Tax effect of:
- differential of reduction in tax rate (18,149) (153,974)
- lower tax rate on exports and gain on short-term investments (52,862) (36,115)
-inadmissible expenses - 7,387
- super tax charge 146,731 -
- tax credits under section 65B of [TO, 2001 (35,154) (57,150)
- others (6) (2,693)
40,560 (242,545)
1,131,074 1,131,530
Earnings Per Share - Basic and diluted
There is no dilutive effect on the basic earmings per share of the Company, which is based on:
2016 2015
————————————— (Rupees)-------------
Profit for the year 2,386,712 3,162,455
Numbers of shares
in thousands
Weighted average number of ordinary shares in issue during the year 766,596 766,596

(Amounts in thousand)

33.

331

34.

Cash Generated from Operations

Profit before taxation

Adjustment for non-cash charges and other items:

- Depreciation

- Impairment of operating assets

- Exchange gain

- Operating assets written off, net

- Amortization of intangibles

- Amortization of deferred income

- Amortization of arrangement fees on long term finances

- (Reversal of amortization) / Amortization of deferred
employee share option compensation reserve

- Loss on death / disposal of biological assets

- Gain on disposal of operating assets

- Gain arising from changes in fair value of biological assets

- Provision for culling of biological assets

- Provision for retirement and other service benefits

- Provision for stock-in-trade

- Provision for slow moving spares

- (Reversal of provision) / Provision for impairment of trade debt

- Finance costs

- Working capital changes (note 33.1)

Working capital changes

Decrease/ (Increase) in current assets
- Stores, spares and loose tools

- Stock-in-trade

- Trade debts

- Advances, deposits and prepayments
- Other receivables

- Sales tax recoverable

(Decrease)/ Increase in current liabilities
- Trade and other payables - net
Cash and Cash Equivalents

Cash and bank balances (note 15)
Short term finances (note 22)

2016 2015
------------- (Rupees)-----------

3,517,786 4,293,985
1,929,817 1,977,294
106,388 22,819
(1,002) (9,208)
6,320 549
27,449 50,719
(3,168) (6,720)
4,461 6,685
(29,662) 157,973
3,130 3,327
(57,507) (8,775)
(8,115) (243,603)
26,067 24,748
103,737 86,336
58,730 46,069
26,673 17,919
(70) 902
348,038 856,419
597,196 (536,365)
6,656,268 6,742,073
(69,940) (15,805)
(751,249) 580,339
47,984 (22,508)
(10,880) (20,498)
483,894 (544,8206)
988,192 (912,563)
688,001 (935,861)
(90,805) 399,496
597,196 (536,365)
702,944 289,049
(65,120) (409,757)
637,824 (120,708)
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35. Staff Retirement and Other Service Benefits

351 As stated in note 2.13.1, the Company operates an approved funded gratuity scheme (the Fund), for all its permanent employees
subjected to minimum prescribed period of service. Actuarial valuation of the Fund is carried out every year and the latest actuarial
valuation was carried out as at December 31, 2016.

35.2 Plan assets held in trust are governed by local regulations which mainly includes Trust Act, 1882, Companies Ordinance, 1984,
Income Tax Rules, 2002 and Rules under the Trust deed of the Fund. Responsibility for governance of the plan, including investment
decisions and contribution schedules, lies with the Board of Trustees. The Board of Trustees must be composed of representatives
of the Company and plan participants in accordance with the Trust deed of the Fund.

35.3 The latest actuarial valuation of the Fund as at December 31, 2016 was carried out using the Projected Unit Credit Method. Details
of the Fund as per the actuarial valuation are as follows:

2016 2015
------------- (Rupees)-------------
35.4 Balance sheet reconciliation
Present value of defined benefit obligation (note 35.7) (610,231) (526,803)
Fair value of plan assets (note 35.8) 469,331 475,217
Deficit (140,900) (561,586)
Recoverable / (payable) to group companies 1,124 (78)
Net liability at end of the year (139,776) (51,664)
35.5 Movement in net liability in the balance sheet
Net liability at beginning of the year (51,664) =
Charge for the year (note 35.9) (108,737) (86,336)
Contribution made during the year to the Fund (note 35.8) 772 106,203
Remeasurements recognized in Other Comprehensive Income (OCI) (note 35.6) 14,853 (71,531)
Net liability at end of the year (139,776) (51,664)
35.6 Remeasurement recognized in Other comprehensive income
Loss from changes in financial assumptions (13,846) (12,729)
Experience gains / (loss) 21,945 (48,715)
Remeasurement of defined benefit obligation 8,099 (61,444)
Actual return on plan assets 57,885 40,462
Expected return on plan assets (61,131) (50,549)
Remeasurement of fair value of plan assets 6,754 (10,087)
14,853 (71,531)
35.7 Movement in present value of defined benefit obligations
Present value of defined benefit obligations at beginning of the year 526,803 382,274
Current service cost 98,885 86,336
Interest cost 55,983 50,549
Liability in respect of transfers - Inter Group 1,515 (73)
Benefits paid during the year (64,856) (63,727)
Remeasurement on obligation (note 35.6) (8,099) 61,444
Present value of defined benefit obligation at end of the year 610,231 526,803
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35.71

35.8

35.9

(Amounts in thousand)

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

Assets in respect of transfers - Inter Group
Assets in respect of transfers - Inter Fund
Benefits paid during the year

Remeasurement (note 35.6)

Fair value of plan assets at end of the year

Cost charged to profit and loss account:
Current service cost

Net interest cost
Cost for the year

35.10 Charge for the year has been allocated as follows:

Cost of sales
Distribution and marketing expenses
Administrative expenses

35.11 Principle acturial assumptions used are as follows:

Financial assumptions
- Discount rate - per annum compound
- Expected rate of increase in salaries - per annum
- First year
- Long-term
- Expected rate of return on plan assets - per annum

Demographic assumptions
- Expected mortality rate
- Withdrawal rates / Rate of employees turnover

2016 2015
------------- (Rupees)------------
606,207 524,023
4,024 2,780
610,231 526,803
285,129 219,784
325,102 307,019
610,231 526,803
475,217 383,822
51,131 50,549
772 106,203
Bl (1,543)
(64,856) (63,727)
6,754 (10,087)
469,331 475,217
98,885 86,336
4,852 -
103,737 86,336
54,981 41,971
32,158 23,828
16,598 20,537
108,737 86,336
9.00% 10.00%
8.00% 10.00%
8.00% 9.00%
9.00% 10.00%
SLIC (2001-05) SLIC (2001-05)
Moderate Moderate
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3512 The sensitivity of the defined benefit obligation to changes in the weighted principal assumptions is:

Impact on defined benefit obligation

Changein Increase in Decrease in

assumption assumption assumption

------------- (Rupees)-------------
Discount rate 1% 546,572 686,244
Expected rate of increase in salaries - long term 1% 686,244 545,483

35.13 The above sensitivity analysis 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.

35614 Plan assets comprise of following:

2016 2015
Quoted Un-Quoted Total % Quoted  Un-Quoted Total %
————————————— Rupees)---------- -------------(Rupees)----------
Equity Instruments (Rupees) (Rupees)
Quoted Shares 59,965 - 59,965 13% 50,521 - 50,521 1%
Mutual Funds 7,498 - 7,498 2% 5,412 - 5,412 1%
67,463 R 67,463 15% 55,933 - 55,933  12%
Debt Instruments
Government Bonds - 134,217 134,217 | | 28% - 241,148 241148 || 51%
Special Savings Certificates 58,880 58,880 || 13% 59,270 59,270 || 12%

17,664 - 17,664 4% 17,736

Engro Rupiya Certificates - 17,736 4%
Regular Income Certificates - 14,720 14,720 3% - 14,780 14,780 3%
17,664 207,817 225,481  48% 17,736 315198 332,934 70%

Cash and cash equivalents - 170,271 170,271 36% - 86,056 86,056  18%
Others - 6,116 6,116 1% - 294 294 0%
Total 85,127 384,204 469,331  100% 73,669 401,648 475,217 100%

3515 The expected return on plan assets has been determined by considering the expected returns available on the assets
underlying the current investment policy. Expected yields on fixed interest investments are based on gross redemption yields
as at the balance sheet date. Expected return on equity investments reflect the long-term real rates of return experienced in the
market.

35616 Expected contributions to the Fund for the year ending December 31, 2017 are Rs. 109,934.

35617 The weighted average duration of the defined benefit obligation is 10.43 years.
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3518

36.

36.1

36.2

37.

371

Historical information of staff retirement benefits:

2016 2015 2014 2013 2012 2011
(Rupees)
Present value of obligations (610,231) (526,803) (382,274) (812,434) (241,468) (171,407)
Fair value of plan assets 469,331 475,217 383,822 253,792 200,821 129,997
(Deficit) / Surplus (140,900) (51,586) 1,548 (58,642) (40,647) (41,410)

Remuneration Of Chief Executive, Directors And Executives

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

2016 2015
Directors Directors
Chief Others Executive Chief Others Executive
Executive Executive
(Rupees)
Managerial remuneration 32,065 - 1,289,544 37,788 = 1192,590
Contribution for staff
retirement benefits 2,336 - 172,496 918 = 154,817
Bonus paid 16,421 = 274,259 1,831 - 41,587
Fees = 33,650 - - 31,659 -
Total 50,822 33,650 1,736,299 40,537 31,659 1,388,994
Number of persons, including
those who worked part of the year 1 15 673 2 13 667

The Company also provides 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. 680 (2015: Rs. 627).

2016 2015
Financial Instruments by Category . (Rupees)-------------
Financial assets as per balance sheet
- Loans and receivables at amortized cost
Long term deposits 51,680 89,722
Trade debts 69,654 117,568
Advances and deposits 44,602 20,903
Other receivables 114,661 598,555
Cash and bank balances 702,944 289,049
983,541 1,115,797
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37.2 Financial liabilities as per balance sheet i) Other price risk
2016 2015
-Financial liabilities measured at amortizedcost ~ TTTTTTTTTTTOT (Rupees)------------- 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
Long term finances 2,195,988 5,367,405 caused by factors specific to the individual financial instrument or its issuer, or factors affecting all similar financial i
Trade and other payables 2,683,923 2,837,828 nstruments traded in the market. The Company is not exposed to price risk as it carries no price sensitive financial
Accrued interest / mark-up 31,565 105,913 instrument.
Short term finances 65,120 409,757
4,876,596 8,720,903 b)  Creditrisk
37.3 Fair values of financial assets and liabilities Credit risk represents the risk of financial loss being caused if counter parties fail to discharge their obligations.
Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable willing parties in Credit risk arises from deposits with banks and financial institutions, trade debts, loans, advances, deposits and other
an arms length transaction. The carrying values of all financial assets and liabilities reflected in the financial statements receivables. The maximum exposure to credit risk is equal to the carrying amount of financial assets.
approximate their fair values.
As at December 31, 2016, the Company has significant concentration of credit risk resulting from receivable from Tetra Pak
38. Financial Risk Management Objectives and Policies Pakistan Limited, Ecolean AB and deposits with banks and financial institutions amounting to Rs. 815,653 (2015: Rs. 884,032).
The credit risk on liquid funds is limited because the counter parties are banks with reasonably high credit ratings as follows:
38.1 Financial risk factors
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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

Banks / Investments

markets for having cost effective funding as well as to manage financial risk to minimize earnings volatility and provide maximum Rating 2016

return to the shareholders. Risk management is carried out by the Company’s finance department under the policies approved National Bank of Pakistan Agency Short term Long term
by the Company’s Board of Directors.

The Bank of Punjab PACRA A1+ AAA
a) Market risk Allied Bank Limited PACRA Al+ AA
Bank Alfalah Limited PACRA Al+ AA+
. . Bank Al-Habib Limited PACRA Al+ AA
i) Currency risk Faysal Bank Limited PACRA Al+ AA+
} . . ] o . Habib Metropolitan Bank Limited PACRA Al+ AA
Currency risk represents the risk that the fair values or future cash flows of financial instruments will fluctuate because MCB Bank Limited PACRA A+ AA+
of changes in foreign exchange rates. The Company’s exposure to currency risk is limited as all the foreign purchases NIB Bank Limited PACRA A+ AAA
are made against on sight letters of credit where the payment is made on the date of delivery with no credit period. The Soneri Bank Limited PACRA A+ AA-
Company imports plant and machinery and certain raw materials which exposes it to currency risk, primarily with respect Standard Chartered Bank (Pakistan) Limited PACRA A+ AA-
to liabilities denominated in US Dollars. The Company manages the currency risk relating to US Dollar and Euro through Albaraka Bank (Pakistan) Limited PACRA A+ AAA
forward exchange contracts. Askari Bank Limited PACRA Al A
. ) . ) Habib Bank Limited JCRVIS A1+ AA
At December 31, 2016, if the Pakistan Rupee had weakened/strengthened by 5% against the US Dollar with all other United Bank Limited JCRVIS A+ AAA
variables held constant, the effect on post-tax profit for the year would have been immaterial. Meezan Bank Limited JCRVIS A+ AAA
) . Samba Bank Limited JCRVIS A1+ AA
i) Interest rate risk Summit Bank Limited JCRVIS A AA
) . ) ] o ) Tameer Microfinance Bank Limited JCRVIS A1 A-
Interest rate risk represents the risk that the fair values or future cash flows of financial instruments will fluctuate because Gitibank N.A. JCRVIS A A+
of changes in market interest rates. The Company’s interest rate risk arises primarily from long and short term borrowings. Industrial and Commercial Bank of China Moody’s P-1 Al
Borrowings at variable rates expose the Company to cash flow interest rate risk. As there are no borrowings at fixed Deutsche Bank AG Moody’s P-1 Al
rates, the Company is not exposed to fair value interest rate risk. Moody’s ) Baa2

The Company analyses its interest rate exposure on a regular 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, 20186, 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. 4,475 (2015: Rs. 35,457) mainly as a
result of higher / lower interest exposure on variable rate borrowings.
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The Company attempts to control credit risk arising on receivable from Tetra Pak Pakistan Limited and Ecolean AB,
through legally binding agreements that are signed between the two parties. The Company is not materially exposed
to credit risk on trade debts as the Company has the policy of receiving the sales value prior to or at the time of supply
of the products and credit is only granted to few reputed customers with good credit standings, with whom the Company
has written terms of arrangement.

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’s strategy is to maintain the gearing and current ratio in accordance with the Prudential Regulations issued by
the State Bank of Pakistan and in accordance with agreements with financial institutions.

c) Liquidity risk The Company manages capital by maintaining gearing ratio at certain level. The ratio is calculated as long term finances (note
17) divided by total capital. Total capital is calculated as ‘equity’ in the balance sheet plus long term finances. The gearing ratio
Liquidity risk represents the risk that the Company will encounter difficulties in meeting obligations associated with its as at December 31 is as follows:

financial liabilities. The Company’s liquidity management involves projecting cash flows and considering the level of 2016 2015

liquid funds necessary to meet these, monitoring balance sheet liquidity ratios against external regulator requirements | S (Rupees)-------------
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. Long term finances 500,000 2,195,988
Total equity 17,150,519 14,912,801
The table below analyses the Company’s financial liabilities into relevant maturity groupings based on the remaining
period at the balance sheet date to contractual maturity dates. The amounts disclosed in the table are the contractual
undiscounted cash flows. Total capital 17,650,519 17,108,789
2016 2015
Debt to equity ratio 0.03 0.13
Maturity Maturity Total Maturity Maturity Total
upto one after upto one after 40. Transactions with Related Parties
year one year year one year
(Rupees)
Long term finances 1,695,988 500,000 2195,088 3,171,417 2195988 5,367,405 40.1 Transactions with related parties, other than those which have been disclosed elsewhere in these financial
Trade and other payables 2,683,923 - 2,583,923 2,837,828 - 2,837,828 statements, are as follows:
Accrued interest / mark-up 31,565 - 31,565 105,913 - 105,913 2016 2015
Short term finances 65120 = 65,120 409,757 - 409,757 Nature of relationship Nature of transactons ~ mm-mmmmm-ooe- (Rupees)-------------
4,376,596 500,000 4,876,596 6,524,915 2,195,988 8,720,903 Holding Company
Arrangement for sharing of premises,
utilities, personnel and assets 233,282 197,383
38.2 Fair value estimation Reimbursement of expense paid on behalf of 41,641 35,639
Fee for technical assistance 27,805 -
38.2.1  The Company analyzes assets carried at fair value by valuation method. The different levels have been defined as follows:
Subsidiary and associated Arrangement for sharing of premises,
- Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1) companies utilities, personnel and assets 14,266 12,338
Reimbursement of expense paid on behalf of 67,800 19,341
- Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly (i.e. Purchases of goods 40,765 55,302
as prices) or indirectly (i.e. derived from prices) (level 2) Sale of goods = 2,979
Purchases of services 1,481 75
- Inputs for the asset or liability that are not based on observable market data (level 3) Donations 18,000 16,000
38.2.2  There were no changes in valuation techniques during the year. Contribution for staff Managed and operated by the Company :
retirement funds - Gratuity fund 772 106,203
39. Capital Risk Management
Managed and operated by the Engro Corporation:
The objective of the Company when managing capital is to safeguard its ability to continue as a going concern and to - Pension fund = 358
provide expected returns to its shareholders by maintaining optimum capital structure to minimize the cost of capital. - Provident fund 293,695 253,964
- Gratuity fund 2,848 1,252
Key management personnel Managerial remuneration 178,628 152,615
Contribution for staff retirement benefits 13,931 10,946
Bonus payments 67,487 11,370
Other benefits 1,180 1127
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40.2

40.3

40.4

41.

411
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Related party transactions from Engro Corporation Limited and FrieslandCampina Pakistan (Holding) B.V. are shown in accordance
with the status of the relation at the time of the transaction.

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

The related party status of outstanding receivables and payables as at December 31, 2016 are included in respective notes to
the 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. Based on internal management reporting structure and products
produced and sold, the Company is organized into the following four operating segments:

- Dairy, beverages and others;
- Ice cream & frozen desserts; and
- Dairy farm.

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
orloss which in certain respects, as explained in table below, is measured differently from profit and loss in the 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 segment-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 sales of processed milk and powder are made by

Dairy, beverages and others to Ice cream and inter-segment sales of raw milk are made by Dairy farm to Dairy, at market value.

The following information presents operating results information regarding operating segments for the year ended December
31, 2016 and asset information regarding operating segments as at December 31, 2016:

2015

2016

Ice cream &

Dairy and

Ice cream &

Dairy and
Beverages

frozen Dairy farm Others Total

Dairy farm Others Total Beverages
desserts

frozen
desserts

(Rupees)

Results for the year
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49,802,645

46,323,766 3,478,879

44,314,464

3,657,790

40,656,674

31,444
49,834,089

31,444
46,355,210

31,567
44,346,031

31,567
40,688,241

Raw milk sales

3,478,879

3,657,790

Depreciation, impairment

2,050,832

1,627,768 354,289 68,775

342,880 74,358 2,063,654

1,646,416

and amortization

856,419

149,069

284,610

422,740

348,038

130,439

222,775

(5,176)

Finance costs

(2,325) 3,162,455

(75,228) 12,530

3,227,478

42,773 (129,864) 2,386,712

2,473,803

Net profit / (loss) after tax

Assets

18,823,339

14,453,470 2,278,947 2,090,922

2,079,166 2,030,254 18,792,509

14,683,089

- Segment assets

7,462,047
26,285,386

5,921,263
24,713,772

- Un-allocated assets

2,278,947 2,090,922

14,453,470

2,079,166 2,030,254

14,683,089
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42. Seasonality

The Company’s 'lce 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.
43. Production Capacity

Designed
Annual Capacity
(note 431) Actual Production Remarks
2016 2015 2016 2015
Litres in thousand
Dairy and Beverages 748,000 748,000 482,958 552,632 Production planned as per market
demand

Ice cream 39,000 39,000 19,518 19,364
43.1 Represents capacity as at balance sheet date.
44. Number of Employees

Number of employees as at Average number of employees
December 31, December 31, December 31, December 31,
2016 2015 2016 2015
Management employees 1,361 1,382 1,358 1,414
Non-management employees 195 200 200 199
1,556 1,582 1,558 1,613

45.  Provident Fund
451 The employees of the Company participate in provident fund maintained by Engro Corporation Limited (ECL). Monthly contributions

are made both by the Company and employees to the fund maintained by ECL at the rate of 10% of basic salary. Accordingly,
the following information is based upon the latest audited financial statements of provident fund as at June 30, 2016.

June 30, 2016 June 30, 2015

————————————— (Rupees)-------------
Size of the fund - Total assets 3,205,658 3,161,499
Cost of the investments made 2,800,793 2,333,996
Percentage of investments made 94% 87%
Fair value of investments 3,015,867 2,736,879

(Amounts in thousand)

The break-up of investments is as follows:

2016 2015
Rupees % Rupees %

National savings scheme 790,505 26% 223,037 8%
Government securities 702,336 23% 1,045,090 38%
Listed securities and unit trust 927,211 31% 1,164,311 43%
Balances with banks in savings
account 595,815 20% 304,441 11%

3,015,867 100% 2,736,879 100%

45.2 The investments out of the fund have been made in accordance with the provisions of section 227 of the Companies

Ordinance, 1984 and the rules formulated for the purpose.

45.3 An amount of Rs. 146,847 (2015: Rs. 126,982) has been charged during the year in respect of contribution to the

provident fund.
46. Supplementary Information
461 Details of expenses allocated to export business during the year are as follows:
Rupees
Salaries, wages and staff welfare 21,679
Freight outward 52,660
Rent and utilities 221
Communication and other office expenses 3,948
Travelling 7,398
Legal charges 4,006
Bank charges 1,769
91,681

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

47.  Non-adjusting Event After Balance Sheet Date

The Board of Directors in its meeting held on February 2, 2017 has proposed a final cash dividend of Rs. 10 (2015: Nil) per share
forthe year ended December 31, 2016, for approval of the members at the Annual General Meeting to be held on March 24, 2017.

The amount of total dividend is calculated at the number of shares outstanding as at December 31, 2016.

48. Corresponding Figures

Corresponding fiqures and balances have been rearranged and reclassified, wherever necessary, for the purpose of

comparison,the effects of which are not material.
49. Date of Authorization For Issue

These financial statements were authorized for issue on February 2, 2017 by the Board of Directors of the Company.

.7
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Abdul Samad Dawood ;f Hans Laarakker
Chairman Chief Executive Officer
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A S B A - Suite 17, 3"' Floor, Hilltop Arcade.
]. .S.B. & Associates Gizi Blvd. Phase 1V, DHA Karachi.

Fax: +92(21)35871034
Cmail: contact-dha@jasb-associates.com

Independent Assurance Report to the Members of Engro Foods Limited on the Shari’ah Compliance
of Sukuk-ul-Musharaka (Sukuk)

We have performed an independent reasonable assurance engagement of Engro Foods Limited (“the
Company”) to express an opinion on annexed Statement of Compliance with Sukuk Features and
Shari’ah Requirements for the year ended December 31, 2016 about whether the annexed statement
presents fairly the status of Compliance with Sukuk Features and Shari’ah Requirements as required
under Sukuk Regulations, 2015, Fatwa issued by Shariah Advisory Board and to the extent applicable,
the guidelines of Shari’ah Standards issued by Accounting and Auditing Organization for Islamic
Financial Institutions (AAOIFI), in all material respects.

Managements’ Responsibilities

The Management of the Company is responsible for preparation of the annexed statement and to
ensure that is free from material misstatement.

It is the responsibility of the Company’s Management to ensure that all Sukuk related financial
arrangements, contracts and transactions are in substance and their legal form are in compliance with
Sukuk Features and Shari’ah Requirements as specified above.

The Company’s Management is also responsible for overall compliance of the Sukuk Features and
Shari’ah Requirements, prevention and detection of fraud and for identifying and ensuring that the
Company complies with laws and regulations applicable to its Sukuk related activities and also to
design, implementation and maintenance of appropriate internal control procedures with respect to
such compliance and maintenance of relevant records and such risk management systems the
management determines is necessary to mitigate the risk of non-compliance of the Sukuk Features and
Shariah Requirements whether due to fraud or error. They are also responsible for ensuring that the
management, where appropriate, those charged with governance and personnel involved with the
Company’s compliance with Sukuk Features and Shari’ah Requirements are properly trained, systems
are properly updated and that any changes in reporting relevant to the Company’s compliance with
the Sukuk Features and Shari’ah Requirements encompass all significant business units.

Our Responsibilities

Our responsibility is to examine the annexed statement prepared by the Management and to report
thereon in the form of an independent reasonable assurance conclusion based on the evidence
obtained. We conducted our engagement in accordance with International Standard on Assurance
Engagements (ISAE) 3000, Assurance Engagement Other Than Audits or Reviews of Historical Financial
Information issued by the International Auditing and Assurance Standards Board. The standard requires
that we comply with the ethical requirements, implement the quality control procedures applicable to
individual engagement and plan and perform our procedures to obtain reasonable assurance about
whether the annexed statement presents fairly the status of compliance with Sukuk Features and
Shari’ah Requirements as required under Sukuk Regulations 2015, Fatwa issued by Shariah Advisory
Board and to extent applicable, the guidelines of Shari’ah Standards issued by Accounting and Auditing
Organization for Islamic Financial Institutions (AAOIFI), in all material respects.

X;,s\o

Morison KSi

independent member

Chartered Accountants Phane: +92(21)35833752 / +92 (21)35821478-79

The proceduies selected depend on our judgment including the assessment of the nisk of the
Company’s non-compliance with Sukuk Features and Shari’ah Requirement, whether due to fraud or
error. In making those risk assessments, we have considered Internal control relevant to ensure
compliance with Sukuk Features and Shari’ah Requirements, in order to design assurance procedures
that are appropriate in the circumstances, but not for the purpose of expressing a conclusion as to the
effectiveness of the Company’s Internal Control over ensuring compliance with Sukuk Features and
Shari’ah Requirements. The procedures performed included:

- Review of the Transaction Documents and Sharia’h Approval thereon by the Sharia’h Advisor;
Verification that the Sharia’h Advisor was not changed during the tenure;
- Verification that payments were made on time and there was no delay;

- Evaluation of the systems, procedures and practices in place with respect to Sukuk related
transactions against the Features and Shari’ah Requirements;

Conclusion

Based on our reasonable assurance engagement, in our opinion, the annexed statement prepared by
the Management, for the year ended December 31, 2016, presents fairly the status of compliance with
Sukuk Features and Shari’ah Requirements as required under Sukuk Regulations 2015, Fatwa and to the
extent applicable, the guidelines of Shari’ah Standards issued by Accounting and Auditing Organization
for Islamic Financial Institutions (AAOIF1), in all material respects.

Chartered Acco&ntants

Dated: March 1, 2017
Karachi

Annexure
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Statement of Compliance with the Issue of Sukuk Regulations, 2015

This statement is being presented to comply with the requirements under Issue of Sukuk Regulations 2015
issued by the Securities and Exchange Commission of Pakistan for a Shariah Compliance Audit for the year
ended 315t December 2016.

The financial arrangements, contracts and transaction, entered by Engro Foods Limited (the Company)
with Bank Al Habib Islamic Banking in respect of Rs.950 million Sukuk for the period from 13t January
2009 to 12th January 2017 are in compliance with the Sukuk features and Shariah requirements.

We also confirm that:

- The Company has established policies and procedures for all Sukuk related transactions to comply
with Sukuk features and Shariah requirements;

- The Company has implemented and maintained such internal control and risk management
systems, the management determines are necessary to mitigate the risk of non-compliances of the
Sukuk features and Shariah requirements, whether due to fraud or error; and

- The Company has a process to ensure that the management, where appropriate, those charged with
governance, and personnel responsible to ensure the Company’s compliance with the Sukuk related
features and Shariah requirements are properly trained and systems are properly updated.

The Sukuk features and Shariah requirements as per the Issue of Sukuk Regulations, 2015, shall mean the
following:

a) Transaction Documents as defined in the Shariah approval certificate of the Shariah Advisor, dated
28th October 2008, are as follows:

The Management Agreement
The Security Documents
The declaration of trust

1. Conditions Precedent Letter

2. The Investment Agency Agreement
3. The Musharaka Agreement

4. The Payment Agreement

5. The Asset Purchase Agreement

6. The Purchase Undertaking

7,

8.

9.

b) Compliance of Sukuk Regulations 2015 issued by the Securities and Exchange Commission of
Pakistan; and

c) Compliance of all the relevant standards, notified by the Accounting and Auditing Organization of

the Islamic Financial Institutions and the Islamic Financial Accounting Standard as notified by the
Commission for adoption relating to the financial reporting and accounting treatment of Sukuk.

| b~

Hans'.Laarakker Imran Husain
Chief Executive Officer Chief Financial Officer
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employee share option scheme 2013

The Company in the Extra Ordinary General Meeting held on March 22, 2013, has approved an Employee Share Option Scheme (ESOS) for
granting of options to its certain critical employees. As disclosed in note 8 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 April 27, 2015 and the Securities and Exchange Commission of Pakistan approval on
August 31, 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.

During the year 7,700,000 new options have been granted to certain critical employees, including 3 senior management personnel. Till date
12,900,000 options have been granted, out of which, 7,600,000 options have been granted to the following senior management personnel:

S.No. \ Name \ No. of Options
1 Ahsan Afzal Ahmed 800,000
2 Babur Sultan 1,000,000
3 Imran Anwer (Ex-employee) 1,000,000
4 Salman Goheer 800,000
5 Usman Zaheer 800,000
6 Imran Husain 800,000
7 Imran Ahmed 800,000
8 Syed Saud Ahmed Pasha 800,000
9 Zahid Mahmud 800,000

All of the above personnel were given more than 5% of total options issued during that year.

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

proxy form

I/ We
of being a member of ENGRO FOODS LIMITED

and holder of

(Number of Shares)

Ordinary shares as per share Register Folio No. and/or CDC
Participant I.D. No. and Sub Account No. , hereby appoint
of or failing him

of

as my proxy to vote for me and on my behalf at the annual general meeting of the Company to be held on the 24th day of March, 2017
and at any adjournment thereof.

Signed this day of 2017.

WITNESSES:

1) Signature
Name
Address

CNIC or
Passport No.:

Signature

Signature should agree with the specimen
registered with the Company

2) Signature
Name
Address

CNIC or
Passport No.:

Note:
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.



electronic transmission consent form

The Securities & Exchange Commission of Pakistan through SRO 787(1)/2014 of September 8, 2014 allowed the Company to circulate its
annual balance sheet and profit & loss accounts, auditor’s report and directors’ report etc. (Audited Financial Statements) along with the
Company’s Notice of Annual General Meeting to its shareholders through email. Those shareholders who wish to receive the Company’s
Annual Report through email are requested to complete the requisite form below.

CDC shareholders are requested to submit their Electronic Transmission Consent Form along with their CNIC directly to their broker
(participant)/CDC; while shareholders having physical shares are to send the forms and a copy of their CNIC to the Company’s Registrar,
FAMCO Associates (Pvt) Limited, 8-F, Block 6, P.E.C.H.S, next to Hotel Faran, Nursery, Shahrah-e-Faisal, Karachi.

Electronic Transmission Consent Form

Pursuant to the directions given by the Securities & Exchange Commission of Pakistan through its SRO 787(1)/2014 of September 8, 2014, 1,
Mr. /Ms. S/o, D/o, W/o

hereby consent to have the Engro Foods Limited’s Audited Financial Statements and Notice of Annual General Meeting delivered to me via

email on my email address provided below:

Name of Member/Shareholder

Folio/CDC Account Number

CNIC

Email Address

It is stated that the above mentioned information is true and correct and that | shall notify the Company and its Share Registrar in writing
of any change in my email address or withdrawal of my consent to email delivery of the Company’s Audited Financial Statements and
Notice of the Meeting.

Date:

Signature of Member/Shareholder



request for video conferencing facility form

Members can also avail video conference facility in Lahore and Islamabad. If the Company receives consent at least 10 days prior to date
of meeting, from members holding in aggregate 10% or more shareholding and residing at either Lahore and/or Islamabad to participate
in the meeting through video conference, the company may arrange video conference facility in that city.

In this regard please fill up the following form and submit it to registered address of the Company 10 days before holding of the annual
general meeting.

I/We, of being a member of Engro Foods Limited, holder of

Ordinary Share(s) as per Register Folio No/CDC A/c No. hereby opt for video

conference facility at

Date:

Signature of Member/Shareholder
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