DIRECTORS' REPORT

Tha Direciors ans pleaged o present the Annual Report with The audited financial statements of the Company for Ihe year ended June
30. 2005
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Pakistan Econony

The economic enviranment improved significantly during fiscal year 2005, Real GOP grew by 84 %, the fastest in 20 years

Govarnment policies were busingss fandly. the counlry's public and axtamal debt declined and private soctor credit experlenced a largs
axpansion. Pak rupees remained stable against tho doliar and the country saw an overall surge in business activity  However, inflation
was the highestin 8 years al 9.3%. Interest rates rose during the year to approximately 9.5%, part of which was the Government's effort
b curk inflation,

Company Performanca

Colgate-Palmolive (Pakistan) Limited has completed anolher successful year. Overall company volume increased by 16.5%, gross sales
increased by 16.4% to Rs.4.B8 bn, gross profil increased by 10.0% 1o Rs. 1.05 bn, operaling prafit by 6.9% to Re. 462 mn and net profil
after tax by 5.6% 1o Rs. 303 mn,  Nel carnings per share increased by 5.6% lo reach Rs.24.77 reflecting the consistent underlying
strangth of the business

The cosl of sales a5 3 percentage of gross $ales increased during the year. This was pnmanty due to inchease in raw matanial prices as
a result of ising prices of petroleum based products. However, this increase was miligated by managing tighier conlrols on olher vanable
costs as well as fined cosls including selling and administration expenses.

Thesa resuits reflect tha continuad transformation of Colgate Palmalive, Pakistan, inta a butiness that can drive suslainaed brand growth
and improved eamings, The strangth of our eare brands’ perfarmance is 2 reflecton of the continued investmeant in brand building over
the past few years,

Consolidated Results

2004-05 2003-04 Increase By
Rz, In million Rs. in milllon
Gross Revenues 4,583 4,195 16.4%
Qperating Profit 482 459 B.9%
Profit Afler Tax 303 2587 5.6%
Eamings per Share-Rupees 24.77 2346 5.6%
Profit and Appropriations
Rupees in Thousand

Profit After Tax 302,974
Un-appropriated profit brough! fonwacd 2,380
Prafit available for appropriation 305,854
Appropriations:
Proposed Cash Dividend & 125 % |2, Rs. 12,50 per shars
{2004; @100% i.a. Re. 10 per shara) 152,879
Transfer to General Reserva 150,000
Lin-appropriated profil carried forward 2875
Cash Flows

Your company had a strong liquidity position at the end of fiscal year 200405, Net cash at year-snd was Rs. 211 mn. During the year,
cash generated from operatipns was Rs. 413 mn.  Capital expenditure for the year was Rs. 129 mn, mainly spent on plant replacsmant,
increasing capacities, and technology imprevements for gaining eficiencies and cost savings in production.

Contributian to Economy and Soclety
Caring is one of the core values of Colgate. Your company conltinued to provide quality goods to its customers, adapting to changing

naeds and dynamic markel condiions. The company mada its confribution in job creation in the local community, and remained a source
of revenue ganeration for the treasury in the form of taxes, During 2004-05, Colgate contrbuled Rs 1,11 bn ta the national exchaguer in




the form of different taxos and duties. We have continued aur efforts for community development by sponsoring community enhancing
events like the 'Palmolive Sindh Womeng' Swimming Champioaship’, which aims 1o provide a platform for young women athiates. Oral
heaith programs including 'Bright Smiles. Bright Fulwres program’. 'Dental Week and “Annual Dental Conferonce’, all form important paris
of & crucial long term ol hygiena map. which raises awareness about th imporiance of dental care.

Focus on Human Assots

The dimclors fully appreciate the dedication and hard work of our employees which has enabled the Company to achieve iis goals and
objectives over the years, The changing market anvironman] and needs of the customers roguires updating and Dling any akill gaps by
caontinuous training and dovelopment of the Company's human assats, The steady progress of tha company In multiple aroas directly
reflects Ihe valuable contnbution made by of the employess at Colgate Palmalive.

Information Technology

In the nighly competiive and rapidly changing business weld teday, timely and accurate transfar of information is of utmast importance.
our cempany is determined o ostay currant with the fatest information solitions avalabla. Wa have integrated cur systeme at head affics,
factary al Kotd and seven 2onal sales offices throughoul Pakistan so thal real-time information i available at 8!l locations.
Management Award

Al Colgate, our commitment to excellence plays a significant role in our oulture of canng. This enables us 1o create and sustaln the Kind
of workplacse that helps Celgate become tho Best Place fo Work, Our effons are rechgnized and we hawe been awarded “Corporate
Exceligncs Cerlificales™ by “Management Association of Pakistan” for the third year in a3 0w,

Future Qutlook

Incraaging competition, upward trend |n rw material prices due to increasing eruds bl prces. and high inflation rate in the economy, shall
pul pressune on marging in the next year Howeve!, company’s efforts would be directed iowards not only consolidating the cument
busingss bul also exploring cost redudcing alematives and sirategies. We intend lo continue benafiting from Ihe deversity that our broad
gaographic distributicon brings and from the strangth of our brands and aur sales and markating capabilities, The portfolio will alsa benafit
from Innavation with the introduction af naw brands and brand extensions, In this regard, expanslon plans are in prograss for our high
growih detergents and Soa0s

Corporate and Financial Reporting Framowork

The direclors are pleased 1o state that you! Company is compliant with the provisions of Ihe Code of Comporate Govamance as reguired
Dy Socurities & Exchango Commission of Pakistan (SECP)

Following are the statemenis on Corpoinld and Financial Repoding Frame Wer:

+  The financial stalernents, prepared by the mansgement of the Company, present fairly s state of aflaiss, the rosults of its
aperations, cagh flows and changes in aguity.

+  The Company has mainlained proger books of aocounts.

«  Appropriate sccounting policies hove been consistentiy appied in preparation of financial 2iatements and accounting estimates
are based on reagonable and prodent judgment.

*  In preparation of these financial staiemeants Inlamational Accounting Standards, as applicable in Pakistan, have boaan fallowed.

+  The system af inlrmal control i $ound in design. Tha sysleni i@ beng contimaously monitored by Intemal Avdit and threugh other
such monitanng precedures, The process of monitoring Intemal Contrals will confinue as an ongoing process with he objective
o furthier strengtihen the contrals and bring in impravarsanis n e sysiem.

+  There are no dewbits upon the Company's ability to confinue as a going cancenmn

«  There has been no material gepadure from the bast practcas of corparate govarnance, as datalled In the lsting reguiations.
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«  The summary of key operating and financial data of the Company of last six years ks annexed in this report.
+  Infarmation about taxes and lovies k= given in tha notes to the accounts,

= Thevaluation of invasiment mads by the siaff retirement benefit furds based an their respective audited acoounts is as follaws:
{R&. in million)
Provident Fund 50.35
Gratuity Fund 18,38

The alection for the seven Directers for the three year term commancing fram March 10, 2005 was held on 09 March, 2006 and the
following persons were electad unpposed:

M lgbat All Lakhari

. Zulfigar Al Lakhanl

KA Amin Monammed Lakhand

br. Tasleemuddin Ahmed Batlay

hir A Aziz Ebrahim

Mr, Fabian T. Garcia Momines of Colgate-Palmalive Comapny-USA
s, Pater Jabn Graylin Maminea of Calgate-Palmolive Comapny-LISA

The Chairman welcomed the elected directors on tha Board, Mr. Ramzan Al Halan: who sarvad ur"l the Board since February 2004 did
not offer himeall far re-alaction. The Board nighly appreciates the senices renderad by hirm during his tenure on the Board,

The board had four (4) regular mestings and one (1) 1o appaint the Chisf Executive during the year, Altendancs by each Direclor was as
fallows:

Atlandad
Mr Igbal Ali Lakhani 03
b Zullrgar Ali Lakhani L3
Mr, Amin Mohammed Lakhani 03
Kir. Taglermuddin Abmed Batlay 03
Mr, Ramzan All Halan: 03
M. &, Aziz Ebrahbim Q2
Mr. Fabian T.Garcia HNaminea af Colgate-Palmolive Comapny-LUSA, az By Proxy
Mr Peter dobn Graylin Mamines of Colgate-Palmalive Comapny-LISA 03 By Proxy

Leave of absance was granted 1o directors who could not attend samea af the Board meatings

FATTERN OF SHAREHOLDINGS

A statemant showing patiern of sharehalding of the Company and addilional information as a1 June 30, 2005 i ncluded in the report,
The Directors, CEQ, CFO. Company Secretary and their spouses and minos children did net carmy sut any fransaction in the shares ol
the Company during he year

ACKNOWLEDGMENTS

Finally, wa wauld like 1o thank members of the management team and staff for their undiminished commitment 1o the success of the

Campany. We are very proud of the team and feel highly privileged 1o be asked to fead this group of very lalented professionals, We
valug the support and cooperation of our customers, suppliers. bankers and all slakeholéars and wish o recard our thanks and gratitude.

On behalf of Board of Direcly
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Karachi: August 24, 2005 IQBAL ALI LAKHANI
Chairman




