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VISION

A Company providing quality textile
Products and maintaining

An excellent Level of ethical and

Professional standards

MISSION STATEMENT

To become a leader of textile products
In the local and
International markets
And to achieve

The highest level of success
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NOTICE OF THE ANNUAL GENERAL MEETING

NOTICE is hereby given that the 23° Annual General Meeting of the members of Faisal Spinning Mills
Limited will be held on Wednesday 24" October 2007 at 3:30 PM., at the registered office of the company i.e.
Umer Chambers, 10/2, Bilmoria Street, Off: I. I. Chundrigar Road, Karachi, to transact the following business:

1.

2.

To confirm the minutes of the Extra Ordinary General Meeting held on 29" December 2006.

To receive, consider and adopt the audited financial statements of the company for the year ended June
30, 2007 together with the Auditors' and Directors' Report thereon.

To approve the cash dividend @ 10% (i.e. PKR 1 per share) for the year ended 30" June, 2007, as
recommended by the Board of Directors.

To appoint the auditors for the next term i.e. year 2007-2008 and fix their remuneration. The retiring
auditors M/S Mushtag and Company, Chartered Accountants, being eligible, offer themselves for
reappointment.

To transact any other business with the permission of the chairman.

(by the order of the Board)

KARACHI: Syed Asshraf Ali
Dated: 27" September, 2007 ACA, AAIM (Aus)

Company Secretary

NOTES:

1.

The Shares Transfer Books of the Company will remain closed from 17" October 2007 to 24" October, 2007
(both days inclusive). Transfers received in order at the registered office of the company i.e. Umer Chambers
10/2 Bilmoria Street, Off: I. |. Chundrigar Road, Karachi by 16" October 2007 will be treated in time for the
purpose of entitlement of dividend in respect of the period ended 30" June, 2007.

A member entitled to attend and vote at the General Meeting is entitled to appoint a proxy to attend and vote
instead of him/ her. No person other than a member shall act as proxy.

An instrument appointing a proxy and the power of attorney or other Authority (if any) under which itis signed or a
notarially certified copy of such power or authority, in order to be valid, must be deposited at the registered office
of the company at least 48 hours before the time of the meeting and must be duly stamped, signed and
witnessed.

Any individual Beneficial Owner of CDC, entitled to attend and vote at this meeting, must bring his/her original
CNIC or Passport, Account and participant's I.D. numbers, to prove his/her identity, and in case of proxy must
enclose an attested copy of his/her CNIC or Passport. Representatives of corporate members should bring the
usual documents required for such purpose. The account/ sub account holders of CDC will further have to follow
the guidelines as laid down in Circular No. 1 of 2000 dated January 26, 2000 issued by Securities & Exchange
Commission of Pakistan.

Members are requested to immediately inform of any change in their addresses to our share Registrar, Hameed
Majeed Associates (Private) Limited.
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DIRECTORS' REPORT TO THE SHAREHOLDERS

The directors' of your company have a pleasure to present before you annual report of the company with annual audited
financial statements for the year ended 30" June 2007.

Overview

By the grace of Al-Mighty Allah your company remained among dominant in the Pakistan Textile Industries during the
financial year ended 30" June 2007 and maintained the position among the market leaders both in domestic and
international markets.

Current crisis and economic challenge

Textile is the lifeline of our economy. The textile industry invested around USD 6.0 billion between 2001-06 to modernise
and expand its capacity in the hope of substantially increasing its share in the world markets after removal of quota
restrictions from January 2005. Half of the above mentioned amount was invested in the spinning sector and the
remainder in the value added sector, but the industry found itself in deep trouble when the State Bank of Pakistan started to
tighten monetary expansion by hiking the interest rates from early 2005. Moreover, the government is not supporting
textile industry as itis being supported by the Indian, Chinese and Bangladesh governments. The Pakistan textile industry
is facing tough competition from the Indian, Bangladeshi and Chinese textile industries.

The growth in the textile exports of Pakistan is gradually declining. Textile exports in Pakistan grew from 8.92 billion USD in
2004-05 to 10.11 billion USD in 2005-06, reflecting a growth rate of 18%. As against this, in the current year, export growth
has been only 5%. This growing rate is to be an issue of concern for the Pakistani government.

According to the Pakistan Ministry of Textiles, an export target of 13 billion USD has been fixed for the year 2007-08. In the
absence of any government support to textile industry the export target of USD 13 billion does not seem to be achieved.

Operating Results

By the grace of Al-Mighty Allah your company continued to perform well and posted profit after taxation for the year ended
30" June 2007 PKR 87.357 Million (30" June 2006: PKR 88.839 Million). Financial results of the company for the year
ended 30" June 2007 is summarized as under;

2007 2006
Rupees Rupees

Profit before taxation 112,985,100 132,636,977
Taxation (25,627,533) (43,797,907)
Profit after taxation 87,357,567 88,839,070
Un-appropriated profit brought forward 108,057,732 166,718,662
Profit available for appropriation 195,415,299 255,557,732
Appropriations:

Dividend paid (7,500,000) (7,500,000)
Transferred to General Reserve (100,000,000) (140,000,000)
Un-appropriated profit carried forward 87,915,299 108,057,732
Basic and diluted earning per share 8.74 8.88

During the year under review, net sales revenue registered a growth of 5.03% over the last year. The increase in turnover is
mainly due to addition of new 20 air jet looms which started production in mid of the year.

The cost of production of your company increased during the year under review because of increase in cost of fuel and
power, salaries and wages and other consumables due to cost push inflation.

During the year company availed the State Bank of Pakistan Scheme of Long Term Finance for Export Oriented Project
(LTF-EOP) and converted its eligible loan under LTF-EOP. Under the scheme the rate of markup is 7% per annum.
Dividend

The board of directors is pleased to recommend a final cash dividend of 10% i.e PKR 1 per share (June 2006: 7.5% i.e.
PKR 0.75 per share) for the approval of shareholders at the forthcoming annul general meeting.
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Breakup Value and Earning per Share

The breakup value of your share as on 30" June 2007 is PKR 92.79 (30" June 2006: PKR 84.80). The Earning per Share (EPS) of
your company for the year ended 30" June 2007 is PKR 8.74 (30" June 2006: PKR 8.88).
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Statement on Corporate and Financial Reporting Framework

The Directors of your Company are aware of their responsibilities under the Code of Corporate Governance incorporated
in the Listing Rules of the Stock Exchanges in the country under instructions from the Securities & Exchange Commission
of Pakistan. We are taking all the necessary steps to ensure Good Corporate Governance in your Company as required by
the Code. As a part of the compliance of the Code, we confirm the following:

° These 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.

° Proper books of account of the company have been maintained.

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

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

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

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

° There has been no material departure from the best practices of corporate governance, as detailed in the listing
regulations.

° We have prepared and circulated a Statement of Ethics and business strategy among directors and employees.

° The Board of Directors has adopted a vision and mission statement and a statement of overall corporate strategy.

° As required by the Code of Corporate Governance, we have included the following information in this report:
o Statement of pattern of shareholding has been given separately.
° Statement of shares held by associated undertakings and related persons.
° Statement of the Board meetings held during the year and attendance by each director has been given

separately.

° Key operating and financial statistics for last six years.

. Information about taxes and levies is given in the notes to the financial statements.
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Election of Directors

Election of Directors was held on 29th December 2006 and all eight retiring directors, were elected unopposed
whose term of office will expire on 29th December 2009.

Related Party transaction and Transfer Pricing

It is the policy of the company to ensure that all transactions entered with related parties must be at arms length.
The company has adopted comparable uncontrolled price method for pricing of transaction with related parties.

Audit Committee

The audit committee of the company is working as required by the code of corporate governance. The audit
committee has established internal audit system to monitor and review the adequacy and implementation of
internal control at each level. The meetings of audit committee were held in compliance of the requirements of Code
of Corporate Governance. Interim and annual financial statements were reviewed by the audit committee before
the approval of board of directors.

Financial statements

The financial statements of the company have been duly audited and approved without qualification by the auditors
of the company, Mushtaq and Company, Chartered Accountants and their report is attached with the financial
statements.

No material changes in contingencies and commitments, affecting the financial position of your company, have
occurred between the end of the financial year to which this balance sheet relates and the date of the directors'
report.

Pattern of Shareholding
The pattern of shareholding and additional information regarding pattern of shareholding is attached separately.

No trade in the shares of the company was carried out by CEO, CFO and Company Secretary and their spouses
and minor children except those that have been duly reported as per the law.

Auditors

The present auditors M/s Mushtag and Company, Chartered Accountants shall retire on the conclusion of the 23
annual general meeting. Being eligible, they offer themselves for re-appointment as auditor of the company to hold
office from the conclusion of 23" annual general meeting until the conclusion of 24" annual general meeting. The
audit committee has recommended the appointment of aforesaid M/s Mushtaq and Company, Chartered
Accountants, as external auditor for the year ended 30" June 2008. The external auditors, M/s Mushtaq and
Company, Chartered Accountants have been given satisfactory rating under the quality review program of the
Institute of Chartered Accountants of Pakistan and the firm and all its partner are in compliance with the
International Federation of Accountants' Guidelines on the Code of Ethics as adopted by Institute of Chartered
Accountants of Pakistan.

Safety, Health and Environment

We maintain our commitment to higher standard of Safety, Health and Environment. All our employees undergo
continuous training on all aspects of safety especially with regards to the safe production, delivery, storage and
handling of the materials. In addition we have initiated a rotation exercise at the mill whereby our aim is to ensure
that all supervisors are also safety managers and are fully cognizant of all aspects of safety training. Due these
controls and with the blessing of Al-Mighty Allah no major accidents or incidents took place at the mill.

Expansion Plan

In view of the current economic scenario where the cost of financing and production is rapidly increasing and recent
expansion of the company, no further expansion is under consideration in near future.

However, normal BMR will continue as and when required.
Cotton Expectation

It is expected that in the coming year 2007-2008 the prices of cotton would be high based on negative trend of
ending world stock. Government has set the cotton target for the year 2007-2008 as 14.1 million bales. Due to
supportive weather and the growth of BT cotton in some areas, it is expected that the production will be close to this
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target. But on the other hand the consumption is estimated as around 16.0 million bales. Pakistan is facing 2.0
million shortfall of cotton even if the target is achieved. International cotton market is also at high tune. The New
York future has touched to 70 US cent per pound. Due to lower estimated production in USA this year and negative
trend of ending world stock, it is expected that New York will remain high. We are fully cognizant of the possible
shortage of cotton with high prices and are prepared to do everything possible to mitigate the adverse impact of
such an event. But your management is not hopeful to have goods results until the attitude of government is not
changed for textile sector.

Acknowledgement

Your directors' record with appreciation, the efforts of the company's executives, managers, technicians and
workers who have worked vigorously to meet the targets set before them. Your directors also extended their
appreciation to the company's bankers, valued customers, suppliers, shareholders and government authorities for
the cooperation extended by them during this period.

By the Order of the Board

Karachi: September 27 2007 Mohammad Sharif
Chief Executive / Director
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YEAR WISE OPERATING DATA
June 30 September 30
SPINNING UNIT 2007 2006 2005 2004 2003 2002
Spindles Installed 30,720 30,720 30,720 20,640 20,640 20,640
Spindles Worked 30,720 30,720 24,000 20,640 20,640 20,640
No. Of Shifts worked per day. 3 3 3 3 3 3
Installed Capacity after conversion 11,434,172 | 11,434,172 | 5,866,157 | 6,143,971 6,143,971 6,143,971
into 20/s Count. (Kgs.)
Actual Production after conversion 11,551,967 | 11,419,194 | 6,792,313 | 7,590,239 7,636,180| 7,511,214
into 20/s Count (Kgs.)
WEAVING UNIT
Air Jet Looms Installed 243 223 223 199 199 114
Air Jet Looms Worked 243 223 223 199 199 114
No. of shifts worked per day 3 3 3 3 3 3
Installed Capacity after conversion | 41,107,384 | 38,406,182 | 31,233,657 | 35,614,875 | 35,614,87523,071,453
into 50 picks - sq. Meter
Actual Production after conversion | 44,583,051 | 48,423,203 | 36,986,910 | 35,458,290 | 24,268,949 1,505,309
into 50 picks - sq. Meter
June 30 September 30
2007 2006 2005 2004 2003 2002
YEAR WISE FINANCIAL DATA
Rupees In Thousands

Fixed Assets 1,725,274 | 1,671,963 1,722,893 1,590,732| 1,084,774 | 719,160
Investments Long Term Loans & Deposits 138,766 119,084 93,729 17,263 17,531 17,506
Current Assets 1,105,826 851,288 1,020,306 667,574 630,923 | 297,042
Share Holders Equity 927,915 848,058 766,719 582,472 542,222 | 474,194
Long Term Liabilities 638,184 971,302 740,615 879,773 524,664 | 328,822
Deferred Liabilities 35,643 26,085 24,494 20,438 16,887 12,565
Current Liabilities 1,268,123 796,890 1,301,024 792,888 649,459 | 218,127
Turnover (Net) 3,361,109 | 3,199,877 | 2,339,080 2,860,233| 1,842,713 | 1,665,327
Gross Profit 356,212 393,309 303,250 207,846 254,954 | 200,160
Operating Profit 274,265 297,917 223,836 124,058 184,046 147,931
Financial Charges 180,938 189,281 82,960 51,527 57,627 70,639
Share of profit of associate 19,658 24,001 16,182 - - -
Profit Before Taxation 112,985 132,637 157,058 73,252 122,415 76,675
Profit After Taxation 87,357 88,839 130,718 40,249 103,028 58,816
Cash Dividend 7,500 7,500 7,500 - 15,000 20,000
Transfer To Reserves 100,000 140,000 70,000 75,900 - 38,800
Profit C/F 87,915 108,058 166,719 52,472 88,122 94
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NUMBER OF MEETINGS OF BOARD OF DIRECTORS ATTENDED BY
CHIEF EXECUTIVE, DIRECTORS, CHIEF FINANCIAL OFFICER AND COMPANY Y

SECRETARY:
2006 2007
Directors 07" Oct|30"™ Oct.|18" Nov|6" Jan|26" Feb|27" Apr
Mr. Mohammad Salim v v v v v v 6/6
Mr. Mohammad Sharif v v v v v v 6/6
Mr. Mohammad Shaheen v v v v v v 6/6
Mr. Mohammad Shakeel v v v v v v 6/6
Mr. Khurram Salim X v v v v 4 5/6
Mr. Bilal Sharif X v v v v v 5/6
Mr. Mohammad Amin X v v v v v 5/6
Mr. Adil Shakeel X v v v v % 5/6
CHIEF FINANCIAL OFFICER:
Mr. Anwar Hussain v v v v 4 v 6/6
COMPANY SECRETARY:
Mr. .Asif Mahmood v v v v v v 6/6
10/10 10/10 10/10 | 10/10 10/10 10/10 56/60
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407-Commerce Centre, Branch Office:
M l I I I I A O. Hasrat Mohani Road, 19-B, Block-G,

° Karachi-74200, Gulberg-1I1
Pakistan Lahore.
CHARTERED ACCOUNTS
Tel; 2638521-4 Fax: Tel: 850834, 5865618
2639843

Email: hmi@cyber.net.pk

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

We have reviewed the statement of compliance with the best practice contained in the Code of
Corporate Governance as applicable to the company for the year ended June 30, 2007 prepared by the
Board of Directors of Faisal Spinning Mills Limited to comply with the Listing Regulation No. 37 and
Chapter XIlll Section No. 36 of the Karachi, Lahore and Islamabad Stock Exchange (Guarantee) Limited
respectively where the Company is listed.

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

As part of our audit of financial statements we are required to obtain an understanding of the
accounting and internal control system sufficient to plan the audit and develop an effective audit

KARACHI: MUSHTAQ & COMPANY
Dated : 27th September 2007 CHARTERED ACCOUNTANTS
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407-Commerce Centre, Branch Office:
M l l I I I ° Hasrat Mohani Road, 19-B, Block-G,

Karachi-74200, Gulberg-I1I1

Pakistan Lahore.
CHARTERED ACCOUNTS

Tel; 2638521-4 Fax: Tel: 850834, 5865618

2639843

Email: hmi@cyber.net.pk

AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of Faisal Spinning Mills Limited as at June 30, 2007 and the related
profit and loss account, cash flow statement and statement of changes in equity together with the notes forming

part thereof, for the year then ended and we state that we have obtained all the information and explanations
which, to the best of our knowledge and belief, were necessary for the purposes of our audit.

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

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

(@) in our opinion, proper books of accounts have been kept by the company as required by the Companies
Ordinance, 1984, and are in agreement with the books of account and are further in accordance with
accounting policies consistently applied;

(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 furtherin accordance with accounting policies consistently applied,

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

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

KARACHI: MUSHTAQ & COMPANY
Dated : 27th September 2007 CHARTERED ACCOUNTANTS
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STATEMENT OF COMPLIANCE WITH THE BEST PRACTICE
OF CORPORATE GOVERNANCE PERIOD 30TH JUNE, 2007

This statement is being presented to comply with the code of corporate governance contained in listing
regulation No. 37 of the Karachi Stock Exchange, Chapter XlIII of the listing regulation of the Lahore
Stock Exchange and Chapter Xl of the listing regulation of the Islamabad Stock Exchange for purpose of
establishing a framework of good corporate governance, whereby a listed company is managed in
compliance with best practices of corporate governance.

The company applies the principles contained in the Code in the following manner.

1.  The company encourages representation of independent non executive directors and directors
representing minority interest on its Board of Directors. The Board of directors of the Company
has always supported implementation of the highest standards of Corporate Governance at all
times.

2.  The directors have confirmed that none of the directors of the company are serving as a director
in more than ten listed companies, including this company.

3. The Company has prepared a “Statement of Ethics and Business Practices”, which has been signed
by all the directors, non workmen employees and has been communicated formally to workmen
employees of the Company.

4. 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 oramended has been maintained.

5. Therewas no casual vacancy occurred during the year.

6. The meeting of the Board were presided over by the Chairman and, in his absence, by a director
elected by the Board for this purpose and the Board met once in every quarter. Written notices of
the Board meetings, along with agenda and working papers, were circulated at least seven days
before the meetings. The minutes of the meeting were appropriately recorded and circulated.

7. All the directors of the company are registered as taxpayers and none of them has defaulted in
payments of any loan to a banking company, a DFI or an NBFl. No director in the board is a

member of any Stock exchange in Pakistan.

8. TheBoard arranged one orientation course for its directors during the year apprised them of their

12
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10.

11.

12.

13.

14.

duties and responsibilities and briefed them regarding amendment in the Companies Ordinance
1984 and other corporate laws, including the changes made in income tax ordinance 2001
through Finance Act.

The CEO and CFO duly endorsed the financial statements of the company before approval of the
board.

The director's report has been prepared in compliance with the requirements of the code and fully
describes the salient matters required to be disclosed.

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

The Board has formed an audit committee. It comprises three members, of whom two are non-
executive directors.

All the powers of the Board have been duly exercised and the Board has taken decisions on
material transactions, including appointment and determination of remuneration and terms and
conditions of employment of the Chief Executive Officer and other executive directors have been

taken by the Board.

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

A ol

Mohammad Sharif

Chief Executive / Director
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BALANCE SHEET

June 30, June 30,
NOTE 2007 2006
Rupees Rupees
ASSETS
NON-CURRENT ASSETS
Property, plant and equipment 3 1,725,274,198 1,671,963,088
. 4
Long-term investment 130,085,811 111,319,339
5
Long-term loans 6 4,302,784 5,069,144
Long-term deposits 4,377,095 2,695,725
7
8
CURRENT ASSETS 13
Stores, spare parts and loose tools :;

. 35,437,734 28,895,504
Stock=in-trade 13 685,830,829 88,086,858
Trade debts 14 > ’ >88, ,85

293,439,063 160,238,276
Loans and advances
. 37,476,160 17,990,927
Trade deposits
. 9,108,000 4,814,165
Other receivables
. 2,751,572 269,852
Taxation
17,631,115 21,502,569
Bank balances
=etos o =L -200 024

e s

Mohammad Sharif

Chief Executive / Director

2,969,866,200

from 1 to 41 form an integral part of these financial statements.

2,642,335,330
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AS AT JUNE 30, 2007

June 30, June 30,
NOTE 2007 2006
Rupees Rupees
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Authorized share capital
12,000,000 (June 30, 2006: 12,000,000) ordinary shares of Rs.10 eacH-22:000,000 120,000,000
15
Issued, subscribed and paid up share capital 100,000,000 100,000,000
740,000,000 640,000,000
Reserves
. ) 87,915,299 108,057,732
Unappropriated profit
16 927,915,299 848,057,732
100,000,000 -
Loan from sponsors
17
NON-CURRENT LIABILITIES }g
. . 20
Long term financing 618,133,345 967,012,984
Obligation under finance lease 13,255,413 _
Infrastructure fee payable 6,795,302 4,289,495
Deferred liabilities 21 35,643,365 26,085,350
gg 673,827,425 997,387,829
24
CURRENT LIABILITIES
Trade and other payables 25
Mark-up accrued on loans 149,653,142 158,997,461
Short term borrowings 30,188,947 31,433,072
Current portion of long term financing 794,000,000 360,000,000
294,281,387 246,459,236
1,268,123,476 796,889,769
CONTINGENCIES AND COMMITMENTS
2,969,866,200 2,642,335,330
[ Zal—

Mohammad Salim

Director
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PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2007

June 30, June 30,

NOTE Rupees Rupeas
Sales - net 26 3,361,109,697 3,199,876,653
Cost of sales 27 (3,004.897.618)  (2.806.567.784)
Gross profit 28 356,212,079 393,308,869
Other operating income 771,352 1,078,566
22 356,983,431 394,387,435
Distribution cost 31 (52,509,6438) (59,463,691)
Administrative expenses 32 (25,259,248) (31,243,770)
Other operating expenses (4,949,256) (5,762,659)
Finance expenses 4 (180,938,521) (189,281,477)
33 93,326,758 108,635,838
Share of profit of associated undertaking 19,658,342 24,001,139
Profit before taxation =H=2-885708 =

34

Provision for taxation

Profit after tax

Earnings per share - basic and diluted

A el

Mohammad Sharif

Fhiefahirexbdenobiestdim 1 to 41 form an integral part of these financial statements.

(25,627,533)

(43,797,907)

87,357,567

8.74

88,839,070

8.88

Szt

Mohammad Salim

Director

e
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ANNUAL REPORT 2007

CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2007

June 30, June 30,
Rupees Rupeas
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation 112,985,100 132,636,977
Adjustments for:
Depreciation on property, plant and equipment 179,010,614 180,395,243
Provision for employee benefits 14,687,204 7,950,299
Provision for doubtful debts and other receivables - 6,215,392
Share of profit of associated undertaking (19,658,342) (24,001,139)
Infrastructure fee 2,505,807 212,439
Gain on disposal of property, plant and equipment (389,878) (973,596)
Finance cost (186,938,521 189,281,477
Cash flows before changes in working capital 108,201,984 491,717,092
Decrease/(increase) in stores, spare parts and loose tools
Decrease/(increase) in stock-in-trade (6,542,230) 1,906,149
Decrease/(increase) in trade debts (97,743,971) 79,475,152
Decrease/(increase) in loans and advances (133,200,787) 8,218,725
Decrease/(increase) in trade deposits (1,581,796) 47,403,879
Decrease/(increase) in other receivables (4,293,835) 137,360
Decrease in trade and other payables (381,720 3,988,131
(9,385,589) (7,867,374)
Cash generated from/(used in) operations (255,229,928) 133,262,022
(147,027,944) 624,979,114
Financial expenses paid
Employee benefits paid 179,694,396 (181,338,124)
Income taxes paid (5,129,189) (6,358,754)
Decrease/(increase) in taxation (43,147,158) (43,807,847)
Long-term loans 3,871,454 33,516,120
Long-term deposits 382,548 1,202,787
(1,681,370) (1,638,910)
Net cash from / (used in) operating activities 133,990,681 (198,424,728)
(17} 435037263 426,554,386



FAISAL SPINNING MILLS LIMITED of Conghnies

ANNUAL REPORT 2007

CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2007

June 30, June 30,
2007 2006
Rupees Rupees
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from disposal of property, plant and equipment 16,965,000 20,777,406
Purchase of property, plant and equipment (248,896,846) (149,268,863)
Dividend received 891,870 891,870

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from long-term financing

Proceeds from finance lease

Loan from sponsor and relatives

Payment of long-term financing

(Decrease) / increase in short-term bank borrowings

Dividend paid

Net cash (used in)/from financing activities

NET INCREASE / (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS AT END OF YEAR

(231,039,976)

(127,599,587)

The annexed notes from 1 to 41 form an integral part of these financial statements.

A ol

Mohammad Sharif

Chief Executive / Director

60,592,224 430,000,000
19,883,120 -
100,000,000 -
(368,277,419) (190,744,950)
434.000.000 (517.089.808)
(7,458,730) (7,477,768)
238,739,195 (285,312,526)
(5,338,044) 13,642,273
29,489,883 15,847,610
24,151,839 29,489,883
Va2 e

Mohammad Salim

Director
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FAISAL SPINNING MILLS LIMITED of Complinies ANNUAL REPORT 2007

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2007

RESERVE
SHARE > > 248

— _ TOU5L UN-APPROPRIATED
AP T AL femian] reserve |RESERVES| ~PROFIT | TOTAL

RUPEES

Balance as at June 30, 2005 - as restatpgh 000,000 24,150,000 475,850,000 500,000,000 166,718,662 766,718,662

Profit for the year ended June 30, 2006
_ - - - 88,839,070 88,839,070

Transfer to general reserves
- - 140,000,000 140,000,000 (140,000,000) -

Final dividend paid for nine months ended
June 30, 2005 @ PKR 0.75 per share

- - - - (7,500,000) (7,500,000)

Balance as at June 30, 2006
100,000,000 24,150,000 615,850,000 640,000,000 108,057,732 848,057,732
Profit for the year ended June 30, 2007

_ - - - 87,357,567 87,357,567
Transfer to general reserves

- - 100,000,000 100,000,000(100,000,000) -

Final dividend paid for the year ended
June 30, 2006 @ PKR 0.75 per share

_ - - - (7,500,000) (7,500,000)
Balance as at June 30, 2007

100,000,000 24,150,000 715,850,000 740,000,000 87,915,299 927,915,299

The annexed notes from 1 to 41 form
an integral part of these financial statements.

A ol =

Mohammad Sharif Mohammad Salim
Chief Executive / Director Director

=



FAISAL SPINNING MILLS LIMITED of Comglinies ANNUAL REPORT 2007

1.1

1.2

2.1

2.2

2.3

2.3.1

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

STATUS AND ACTIVITIES

Faisal Spinning Mills Limited ("the Company") was incorporated in Pakistan on January 31, 1985 as a Public
limited company under the Companies Ordinance, 1984. The Company is currently listed on Karachi Stock
Exchange (Guarantee) Limited, Islamabad Stock Exchange (Guarantee) Limited and Lahore Stock Exchange
(Guarantee) Limited. The company is principally engaged in manufacturing and sale of yarn and
fabrics.

These financial statements are presented in Pakistani Rupees, which is the company's functional and
presentation currency.

SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as
applicable in Pakistan and the requirements of the Companies Ordinance, 1984. Approved accounting
standards comprise of such International Accounting Standards as notified under the provisions of the
Companies Ordinance, 1984. Wherever, the requirements of the Companies Ordinance, 1984 or directives
issued by the Securities and Exchange Commission of Pakistan differ with the requirements of these
standards, the requirements of the Companies Ordinance, 1984 or the requirements of the said directives
take precedence.

Accounting convention

These financial statements have been prepared under the historical cost convention, except for financial
instruments that are stated at fair value or where specifically stated

Significant estimates

The preparation of financial statements in conformity with |AS requires management to make judgments,
estimates and assumption that affect the application of policies and reported amount of assets and
liabilities, income and expenses. The estimates and associated assumptions are based on historical
experience and various other factors that are believed to be reasonable under the circumstances, results of
which form the basis of making judgment about carrying value of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates. The estimates and
underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which estimates are revised if the revision affects only that period of the
revision and future periods if the revision affects both current and future periods. Judgments made by the
management in the application of IAS that have significant effect on the financial statements and estimates
with a significant risk of material adjustments in the next year are discussed in the ensuing paragraphs.

Employee retirement benefits

g




FAISAL SPINNING MILLS LIMITED of Comglinies ANNUAL REPORT 2007

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

2.3.2

2.3.3

2.3.4

2.3.5

2.3.6

2.4

The Company operates an unfunded gratuity scheme (defined benefit plan) for all its permanent employees
who have completed minimum qualifying period of service as defined under the respective scheme.
Provisions are made annually to cover the obligation under the scheme on the basis of actuarial valuation
and are charged to income. The calculation require assumptions to be made of future outcomes, the
principal ones being in respect of increases in remuneration and discount rate used to derive present value
of defined benefit obligation. The assumptions are reviewed by the management each year.

Property, plantand equipment

The company reviews the useful lives of property, plant and equipment on regular basis. Any change in the
estimates in the future years might affect the carrying amount of the respective items of property, plant

and equipment with a corresponding affect on the depreciation charge and impairment.
Taxation

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

Trade debts and other receivables

The company considers recoverability of its trade debts and other receivables on regular basis and
determines whether any provision is required for doubtful debts and receivables. Any change in the
estimates in the future years might affect the carrying amount of respective items of trade debts and other
receivables with a corresponding affect on the provision for doubtful debts and receivables.

Future estimation of export sales

Deferred tax calculation has been made based on estimate of future ratio of export and local
sales.

Interest rate and cross currency swap
The Company has entered into various interest rates and cross currency swap over the last year. The

calculation involves use of estimates with regard to interest and foreign currency rates which fluctuate with
the market forces.

Employee benefits

The Company operates an unfunded gratuity scheme (defined benefit plan) for all its permanent employees
who have completed minimum qualifying period of service as defined under the respective scheme.
Contributions are made annually to cover the obligation as determined by the management internally
under the schemes on the basis of actuarial valuation and are charged to income. The most recent
valuation was carried out as atJune 30, 2007 using the "Project Unit Credit Method".

1)
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

IAS - 1 Presentation of Financial
Statements - amendments relating to
capital disclosures

IAS - 23 (Revised) Borrowing Costs

IAS - 41 Agriculture

IFRS - 2 Share based Payment

effective from accounting period beginning on or
afterJanuary 01, 2007

effective from accounting period beginning on or
afterJanuary 01, 2009

effective from accounting period beginning on or
after May 2 2, 2007

effective from accounting period beginning on or

ANNUAL REPORT 2007

2.6

IFRS - 3 Business Combinations

after December 06,2006

effective for business combinations for which
agreement date is on or after December 06, 2006

In addition, interpretations in relation to certain IFRSs have been issued by the International Accounting
Standards Board that are not yet affective.

The Company expects that the adoption of the above standards, amendments and interpretations will have
no impact on the Company's financial statements in the period of initial application.

Property, plant and equipment

Property, plant and equipment except freehold land are stated at cost less accumulated depreciation and
impairment in value , if any. Freehold land is stated at cost. Cost also includes borrowing cost wherever
applicable..

Depreciation is charged to profit and loss account applying the reducing balance method over its estimated
useful life at the rates specified in property, plant and equipment note. Depreciation on additions to
property, plant and equipment is charged from the month in which property, plant and equipment is
available for use while no depreciation is charged for the month in which property, plant and equipment is
disposed off.. However, major additions or extensions to production facilities, affected by capitalization
out of capital work in progress, are depreciated on a pro rata-basis.

Maintenance and repairs are charged to profit and loss as and when incurred. Major renewals and
improvements are capitalized and the assets so replaced, if any, are retired.

The carrying values of property, plant and equipment are reviewed for impairment when events or changes
in circumstances indicate that the carrying value may not be recoverable. If such indication exists and
where the carrying value exceeds the estimated recoverable amount, the assets are written down to the
recoverable amount.

Gain or loss on disposal of property, plant and equipment are taken to profit and loss account.

Iryy
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FAISAL SPINNING MILLS LIMITED of Comglinies ANNUAL REPORT 2007

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

2.7

2.8

2.9

2.10

Accounting for finance lease

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks
and rewards of ownership to the lessee. Assets subject to finance lease recognized as assets of the
Company at lower of the present value of minimum lease payments, each determined at the inception of
the lease and the fair value of leased assets at the date of acquisition. These are stated at cost less
accumulated depreciation.

Depreciation is charged at the rates specified in the property, plant and equipment note. The
corresponding liabilities to the lessor is included in the balance sheet as liabilities against assets subject to
finance lease. Lease payments are apportioned between finance charges and reduction of the liabilities
against assets subject to finance lease so as to achieve a constant rate of interest on the remaining balance
of the liability. Finance charges are charged directly againstincome, unless they are directly attributable to
qualifying assets, in which case they are capitalized in accordance with the Company's general policy on
borrowing costs.

Capital work in progress

Capital work in progress and stores held for capital expenditure are stated at cost and represents
expenditure incurred on property, plant and equipment during construction and installation. Costincludes
borrowing costs as referred in accounting policy of borrowing cost. Transfers are made to relevant
property, plant and equipment category as and when assets are available for wuse.

Foreign currency transactions

Transactions in currencies other than Pakistani rupees are recorded at the rates of exchange prevailing on
the dates of the transactions. At each balance sheet date, monetary assets and liabilities that are
denominated in foreign currencies are retranslated at the rates prevailing on the balance sheet date except
where forward exchange contracts have been entered into for repayment of liabilities in that case, the rates
contracted for are used.

Gains and losses arising on retranslation are included in net profit or loss for the period.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying asset,
which are assets that necessarily take a substantial period of time to get ready for their intended use or
sale, are added to the cost of those assets, until such time as the assets are substantially ready for their
intended use or sale. Investment income earned on the temporary investment of specific borrowings
pending their expenditure on qualifying asset is deducted from the borrowing costs eligible for
capitalization.

g



FAISAL SPINNING MILLS LIMITED of Conghnies ANNUAL REPORT 2007

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

2.12

2.13

2.16

All other borrowing cost are recognized in profit or loss in the period in which they are incurred.

Investments

Regular way purchase or sale of investments

All purchases and sales of investments are recognised using trade date accounting. Trade date is the date
the Company commits to purchase or sell the investment.

Investments in equity instruments of associated companies

These investments are initially recognized at cost and subsequently accounted for using equity method of
accounting

Derecognition

All investments are de - recognized when the rights to receive cash flows from the investments have
expired or have been transferred and the Company has tansferred substantially all risks and rewards of
ownership

Trade debts and other receivables

Trade debts and other receivables are carried at original invoice amount less an estimate made for doubtful
receivables based on review of outstanding amounts at the year end. Balances considered bad and
irrecoverable are written off when identified.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of cash flow statement,
cash and cash equivalents consists of cash in hand, cash in transit and balances with banks.

Borrowings

Loans and borrowings are recorded at the proceeds received. Finance costs are accounted for on an accrual
basis and are included in mark-up accrued on loans and other payables to the extent of amount remaining
unpaid, if any.

Trade and other payables

Liabilities for trade and other payables are carried at their cost which is the fair value of the consideration to
be paid in the future for goods and services received whether billed to the Company or not.

Financial instruments




FAISAL SPINNING MILLS LIMITED of Comglinies ANNUAL REPORT 2007

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

2.18

Financial assets and liabilities are recognised when the Company becomes a party to the contractual
provisions of the instrument and de-recognised when the Company loose control of the contractual rights
that comprise the financial assets and in case of financial liability when obligation specified in the contract
is discharged, cancelled or expired. A financial asset and financial liability is offset and the net amount
reported in the balance sheet, if the company has a legally enforceable right to set off the transaction and
alsointends either to settle on a net basis or to realize the asset and settle the liability simultaneously.

The particular recognition methods adopted by the Company are disclosed in the individual policy
statements associated with each item of financial instruments.

Derivative financial instruments

The Company enters into derivative financial instruments, which include future contracts. Derivatives are
initially recorded at cost and are re-measured to fair value on subsequent reporting dates. The fair value of
a derivative is the equivalent of the unrealized gain or loss from marking to market the derivative using
prevailing market rates. Derivatives with positive market values (unrealized gains) are included in other
receivables and derivatives with negative market values (unrealized losses) are included in other liabilities
in the balance sheet. The resultant gains and losses from derivatives are included in income currently. No
derivative is designated as hedging instrument by the Company.

Stores, spares and loose tools

These are valued at lower of cost and net realisable value. Cost is determined on weighted average basis.
Items in transit are valued at cost comprising invoice value plus other charges paid there on. Items
considered obsolete are carried at nil value.

Stock intrade

These are valued at the lower of cost and net realizable value applying the following basis:

Raw material Atweighted average cost

Work in progress Average manufacturing cost
Finished goods Average manufacturing cost
Waste Net realizable value

Raw material in transit is stated at invoice price plus other charges paid thereon up to the balance sheet
date.

b



Capital work in progress
Building and other civil work
Plant and machinery

FAISAL SPINNING MILLS LIMITED of Comglinies ANNUAL REPORT 2007
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007
3 PROPERTY, PLANT AND EQUIPMENT
COSsT DEPRECIATION Annual
DESCRIPTION ; Charge for the yeayr Boozll(s ;illue rg}e
As at 01-07-0RAMUnNS/)  Transfer |As at300607 {257h | GSumulated fasat 300607 | 30-06-07 | dep.
on disposals) °
RUPEES
Freehold land 9,454,028 - - 9,454,028 - - - 9,454,028 -
Leasehold land 2,994,885 - - 2,994,885 - - - 2,994,885 -
Factory building on freehold land 212,662,228 12,523,839 - 225,186,067 72,696,452 14,973,821 87,670,273 137,515,794 10
Factory building on leasehold land 81,785,248 - - 81,785,248 46,013,230 3,577,202 49,590,432 32,194,816 10
factory building on Leasehold extension 45,883,296 1,651,657 - 47,534,953 5,620,703 4,026,698 9,647,401 37,887,552 10
Non factory building on freehold land 73,713,394 957,042 - 74,670,436 13,128,388 3,077,102 16,205,490 58,464,946 5
Non factory building on leasehold land 26,956,055 - - 26,956,055 10,739,931 810,806 11,550,737 15,405,318 5
Non factory building on Leasehold extension  9+169,108 290,731 - 9,459,839 567,339 444,625 1,011,964 8,447,875 5
Plant and machinery 1,790,145,641 182,533,149 -1,953,365,182 506,262,136 139,206,082 642,392,515 1,310,972,667 10
(19,313,608) (3,075,703)
Electric equipment and fitting 49,482,833 21,248,607 - 70,731,440 14,753,438 4,575,158 19,328,596 51,402,844 10
Gas line and pipe fitting 3,892,577 4,050,602 - 7,943,179 1,122,626 577,193 1,699,819 6,243,360 10
Factory equipment 11,693,380 276,500 - 11,969,880 6,335,221 553,137 6,888,358 5,081,522 10
Office equipment 2,164,707 153,500 - 2,318,207 1,096,271 113,423 1,209,694 1,108,513 10
Furniture and fixtures 6,651,890 175,804 - 6,827,694 2,569,553 421,419 2,990,972 3,836,722 10
Equipment and other assets 18087004 7156 802 - 26143 806 Q809 742 4601 618 14411360 11,732 446 35
Vehicles 22,262,509 1,055,300 - 21,830,904 14,861,083 1,408,860 15,120,255 6,710,649 20
II’AQR’D(\E\ /1,1/I0'LI§Q\
2,367,898,783 232,073,533 -2,579,171,803 705,576,113 178,367,144 879,717,866 1,699,453,937
(20,800,513) - (4,225,391)
ASSETS SUBJECT TO FINANCE LEASE:
Plant and machinery - 21,240,332 - 21,240,332 - 643,470 643,470 20,596,862 10

;367,8987783

25373137865

=2;60074127135

7057576113

79010614

8807361336

1572070507799

(20,800,5T3)

(4,225,397)

375,000

6,778,927 (6,403,927) 375,000 - - -

Unallocated capital expenditure 417.717 (417,717 _ _ _ _ _
2007 (R 9,640,418 (4,417,019) - 5,223,399 - Year ended June Year eRddad99
(Rupees) 2,377,539,201 248,896,846 - 2,605,635,534 705,576,113 179,0103042007 # 880,361,3p6rie730,220068
306 T(RuPgereciation charge for the year has bé&&h8orated as follows: - - (4,225, Rupees Rupees -
2,264,895,849 149,268,864 -2,377,539,201 542,002,572 180,395,243 705,576,113 1,671,963,088

(36,625,512) 27 (16,8217702)80,097 178,042,733

Cost of sales 30
1,930,517 2,352,510

Administrative expenses

179010614 180,395 243

3.2 Disposal of property, plant and equipment

Proceeds from Gain on disposal

Accumulated

Description Cost Depreciation Book value disposal of property, of property, Mode of disposal Particular of buyer
plant and equipment plant and equipment
RUPEES

Plant and machinery 19,313,608 3,075,703 16,237,905 16,500,000 262,095 Negotiation Blessed Textiles Limited

Gas Generator Umer Chamber 10/2 Bilmoria Street,
Off I.I Chundrigar Road, Karachi.
(Related party)

Vehicles

Suzuki Mehran (LXR-8398) 334 3,4 273,777 65,523 165,000 99,477 Negotiation Mr. Muhammad Aamir
2-A, Sanda Road, Lahore

Honda Civic (AB-=7114) 4 147 605 875,911 271,694 300,000 28,306 Negotiation Mr. Atiq ur Rehman
Plot # SA-17, 11, C/2 North Karachi.
Karachi.

2007 (Rupees)

2006 (Rupees) 20,800,513 4,225,391 16,575,122 16,965,000 389,878

36,625,512 16,821,702 19,803,810 20,777,406 973,596

e )
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

4

4.1

5

6

LONG-TERM INVESTMENT

Investment in associates

Investment in shares of Blessed Textiles Limited
(1,189,160 ordinary shares of Rs. 10 each)

Cost of investment

Accumulated share of post acquisition profit — net of dividends relcei9@et27,739

Share of profit for the year
Dividend received during the year

Summarized financial information of
Blessed Textiles Limited is set out below:

Total assets

Total liabilities

Net assets

Company's share of associate's net assets

Sales- net
Profit for the year
Company's share of associate's profit for the year

Market value per share
Percentage of holding

LONG-TERM LOANS
Un-secured; considered good
Loan to:

- employees

Current portion shown in current assets

2007 2006
Rupees Rupees
130,085,811 111,319,339
11,891,600 11,891,600
76,318,470
10658242

24 001 12320
[=aN FACA~ e = g

(891,670) (89T1,670)

T8, 194,211 99,427,739
130,085,811 111,319,339
1.§81PSMatd? 1838 2 hadd”
JURS %0,52967F Jua02 310, 2GA6
13RuPRe 81 1 1 RUB$ES339

June 30 2007

June 30 2006

Rupees Rupees
2,676,741,739 2,927,425,775
106,329,218 129,818,803
19,658,342 24,001,139
71 77
18.49% 18.49%
7,307,157 7,689,705

(3004 373)

(2 620 561)

LONG-TERM DEPOSITS

Security deposits

4,302,784

5,069,144
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

7 STORES, SPARE PARTS AND LOOSE TOOLS

Stores
Chemicals and lubricants
Spare parts and loose tools

STOCK-IN-TRADE

Raw material 8.1
Work in process
Finished goods

2007
Rupees

29,356,325
2,989,102
—3;692367
=35437,73%

415,378,136
—47, 162,665

2006
Rupees

14,690,323
6,019,116
—8;186;665
=28,895,50%

322,626,992
—48;498;636

218,590,617

215,054,597

8.1 Wathfshed goods costing PKR 8,614,907 (June 30, 2006 : PKR 550,410) arg gaysigghat net realizapppalgs pf

TRADE DEBTS

Foreign secured through letters of credit
Local; unsecured, considered good
Considered doubtful:

10
Export

Local

Provision for doubtful debts

LOANS AND ADVANCES

Current portion of long term loans to;
- employees

5

685,830,829 588,086,858
34,830,532 17,823,236
258,608,531 T#2415040
13,087,779 13,087,779
870,000 870,000
307,396,842 174,196,055
(13,957,779) (13,957,779)
293,439,063 160,238,276

10.1AdVameaeroun s ol ance ingeste ke has hsrieredvge atiafter netting off the provision for taxation amounting

Letters of credit
Advance income tax
Others

10.1

3,004,373 2,620,561

13,200,892 13,605,933
2,850,828 485,054

18,195,775 676,150
224,292 603,229

27 A7 160

17 Q00 Q)72

11.1 Effective mark up rate on these deposits range from 3% to 7% (June 30, 2006: 1.57% to 3%) per annum.

11TRADE DEPOSITS

Deposit against infrastructure fee payable 1.1
Trade deposits

3

7,500,000
1,608,000

9,108,000

4,750,000
64,165

4,814,165
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2007 2006
Rupees Rupees
12 OTHER RECEIVABLES
Interest receivable from related party-considered doubtfal.1 6,215,392 6,215,392
Other receivables 2,751,572 269 852
8,966,964 6,485,244
Provision for interest receivable from related party (6,2 5,3925 ~(6,275,392)

572 269,852
12.1 This represents interest receivable from related party, M/S. Synergy Synthetlc Limited. The maximum

aggregate amount outstanding at the end of any month during the year was Rs. 6,215,392 (June 30, 2006:

13
TAXATION
f)ales _taxfref:r'slable 13.1 17.631.115 20.712.519
]3_|I ctroi ri un :; ed y - = 125681
ncome tax rerundabnple
14 X ret - 664,369
17,631,115 21,502,569

These represents accumulated difference of input tax and sales tax payable.

BANK BALANCES

14.1 14.1
14.2Balances with banks on: 14.2
Current accounts
15 Deposit accounts 20,673,498 26,202,612
3,478,341 3,287,271
ISSUED, SUBSCRIBED AND PAID UP SHARE CAPITAL
24,3539 29,4550%53
TM;M@EQEEQ%O-@LMO, 2006 : PKR 89,671) in foreign curRamsgesccounts. Rupees
Effdeitee302RQh ralting RQQ06 thesg balances ranges from 3% fo 7% (une 30, 2006: 1.50% to 3.0%) per annum.
Ordinary shares of Rs. 10 eac
6,300,000 6,300,000 ~ fully paid in cash 63,000,000 63,000,000
3,700,000 3,700,000 —issued as bonus shares 37,000,000 37,000,000
16

This represents loan received from sponsors and their relatives. It is interest free and unsecured loan. The

Loan from Sponsors and Relatives
100,000,000 -

g
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17 LONG TERM FINANCING
From financial institutions - secured
LT F - (EOP) NON-LTF June 2007  June 2006
loans loans Rupees Rupees
Term Finance Loan 17.1 - - - 11,250,000
Term Finance Loan };g 49,999,996 - 49,999,996 72,222,220
Term Finance Loan A 90,909,091 - 90,909,091 109,090,911
Term Finance Loan 17.5 59,090,909 - 59,090,909 82,727,272
Term Finance Loan };;5 - 40,909,089 40,909,089 68,181,817
Term Finance Loan 178 - 100,000,000 100,000,000 140,000,000
Term Finance Loan 17.9 71,428,572 71,428,572 100,000,000
Term Finance Loan };}? 71,428,572 71,428,572 100,000,000
Term Finance Loan 17.12 30,451,378 40,977,194 71,428,572 100,000,000
Term Finance Loan N N B H46,666,000
Term Finance Loan 87,588,448 202,411,552 290,000,000 290,000,000
Term Finance Loan 17.1 60,592,224 - 60,592,224 -
172 378,632,046 527,154,979 905,787,025/ 1,213,472,220
17.3
17.4
Less: Current Maturity 17.5 - - - 11,250,000
Term Finance Loan 17.6 16,666,668 - 16,666,668 22,222,224
Term Finance Loan };;; 36,363,636 - 36,363,636] 36,363,636
Term Finance Loan 17.9 23,636,364 - 23,636,364 23,636,364
Term Finance Loan 17.11 - 27,272,728 27,272,728 27,272,728
Term Finance Loan = 40,000,000 40,000,000 40,000,000
Term Finance Loan 28,571,428 28,571,428 28,571,428
Term Finance Loan 28,571,428 28,571,428 28,571,428
Term Finance Loan 12,180,552 16,390,876 28,571,428 28,571,428
Term Finance Loan 17,517,690 40,482,310 58,000,000 -
Term Finance Loan 106,364,910 181,288,770 287,653,680 246,459,236
272,267,136 345,866,209 618,133,345 967,012,984

¢
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17 LONG TERM FINANCING

Security Repayment Markup up LTF Markup up Non-LTF

17.1  First equitable mortgage charge over entire The loan has been repaid in - Six months T-Bill cutoff
present and future immovable property , sixteen equal quarterly rate plus 2% (2006:Six
hypothecation of plant and machinery Unit-1l installments, commenced from months T-Bill cutoff

17.2 amounting to Rs. 430 million. September04,2003. rate plus 2%)

The loan is repayable in eighteen 6.00% (2006: Three month
First equitable mortgage charge over entire equal quarterly installments KIBOR plus one

17.3 Ppresent and future immovable property , commencing from June 01, percent)
hypothecation of plant and machinery Unit-1l  2005.
amounting to Rs. 430 million.

6.00%
First pari passu charge over plant and The loan is repayable in eleven (2006:Six months T-

17.4 machinery of Nooriabad Spinning Unit to the equal semi annual installments, Bill cutoff rate plus
extent of Rs. 419 million and first pari passu commencing from June 30, 2.50%)
charge over plant and machinery of Weaving 2004.

Unit (Sheikhupura) to the extent of Rs. 236

17.5 million. 6.00%

(2006:Six months T-
First pari passu charge over plant and The loan is repayable in eleven Bill cutoff rate plus
machinery of Nooriabad Spinning Unit to the equal semi annual installments 2.50%)

17.6 extent of Rs. 419 million and first pari passu commencing fromJuly 16,2003.
charge over plant and machinery of Weaving
Unit (Sheikhupura) to the extent of Rs. 236 -
million. Six months T-Bill cutoff

The loan is repayable in eleven rate plus 2.50% (2006:
First pari passu charge over plant and equal semi annual installments Six months T-Bill cutoff

17.7 machinery of Nooriabad Spinning Unit to the commencing from August 11, rate plus 2.50%)
extent of Rs. 419 million and first pari passu 2004.
charge over plant and machinery of Weaving -

17.8 Unit (Sheikhupura) to the extent of Rs. 236 Six months T-Bill cutoff
million. rate plus 1.5% (2006:

The loan is repayable in twenty Six months T-Bill cutoff

17.9 First Equitable mortgage of property by way of equal quarterly installments, rate plus 1.5%)

Memorandum of Deposit of Title for bearing commencing from March 29,

No. A/150 i.e. spinning unit at Nooriabad, 2005.
17.10 _. .

Sindh along with present and future -

construction, fixture, fittings therein Six months KIBOR plus
17.11 machinery installed thereon to Rs. 707 million. 1% (2006: Six month

KIBOR plus 1%)

First equitable mortgage charge over present The loan is repayable in seven -

17.12 and future plant and machinery and immovable equal semi annual installments, Six months KIBOR plus
assets of the Company amounting to Rs. 707 commencing from August 26, 1% (2006: Six month
million. 2006. KIBOR plus 1%)

6.00%

Covered under securities for term finance 17.7.

The loan is repayable in seven

Six months KIBOR plus
1% (2006: Six month

1)
31
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17.13 The company has entered into four interest rate swap agreements with various banks for a notional amount of

PKR 500.0 Million (2006: 500 Million), maturing upto October 22, 2010. The outstanding balance of these
arrangements is PKR 314.286 Million (2006: 500.0 Million) as at the balance sheet date. Under the swap
arrangements, the company would receive six months T-Bill (cut off) and six months KIBOR rates and pay fixed
rates of mark-up ranging between 8.27%to 10.35% as per the respective arrangements, which will be settled
quarterly and semi-annually. As at the balance sheet date, the net fair value of these interest rate swaps was
PKR 64,194 (2006: PKR (788,454) in favour / (contrary) to the company.

17.14 The Company has entered into a cross currency swaps against long term finances for a notional amount of PKR

18

19

400.0 million, maturing upto April 15, 2010. The outstanding balance of this arrangement is PKR 400.0 million
(2006: Nil) as at the balance sheet date. Under the swap arrangement the principal payable amount of Rs. 400.0
million is swapped with USD component at PKR 60.69 per USD making the loan amount to USD 6.593 million

2007 2006
Rupees Rupees
LIABILITIES AGAINST ASSETS SUBJECT TO
FINANCE LEASE

Minimum lease payments

Up to one year 8,410,500 -

More than one year but less than five years 4910256 =
23,320,756 -

Financial charges not yet due

Up to one year Ao

More than one year but less than five years (1,654,843) -
(3,437,636) -

Present value of minimum lease payments

Up to one year 6,627,707 -

More than one year but less than five years 13,255,413 -
19,883,120 -

Current portion shown under current liabilities (6,627,707) =

Phisseapraasnie braoealsataisntarefeinde WP darking institution for lease of plant and machinery and is
W%h&tﬂééhﬁhﬂﬂﬂl&@ﬁlﬂbuk spoylatesrly rental basis for a period of 3 years commencing from July 01,
than 5 years

13,255,413 -

This represents amount payable to Excise and Taxation Department, Government of Sindh in respect of
NNFRASERUVCEU R EEEMABEE filed appeal before the Honorable Sindh High Court ("SHC") against levy of
said fee on imports by the Company. Pending the decision on appeal, SHC has directed that imports of the
Company be released against furnishing of bank guarantees. The Cogpamy3fas provided, gusgandees

35
32
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20 DEFERRED LIABILITIES 2007 2006
Rupees Rupees
Employee benefits 20.2 35,643,365 26,085,350

20.1 The Company operates an unfunded gratuity scheme (defined benefit plan) for all its permanent employees
who have completed minimum qualifying period of service as defined under the respective scheme. Provisions

20.2
Movement in liability recognized in the balance sheet

Balance at beginning of year

26 085 350 24 493 805

Charged to profit and loss account 1A LoT 2o S arna saa
20.2.l:e|nef|ts pals durldngfth: year (5.129.189) (6,358,754)
alance at the end of the year 35,643,365 26,085,350

The following amounts have been charged to the
profit and loss account during the year

Current service cost
Interest cost

20.2.2 \Aqiyarigl r@éga/t ?gﬁ‘ah?)sljé%%ﬁ?ié'ﬂdd%‘ﬁdatﬁ‘i@a\}@al?y the management of. t’hesgoglggany as atJ 39 3%)7
NEE I B TR RIGEE SO KoTpraTMRIR g5 st @ discount rate of 9% Uyne' 30, 2006 - 9%> \Pep afnsin,

20.2.3 There is no unrecognised actuarial loss / gain. 14,687,204 7,950,299
2007 2006 2005 2004 2003
20.2.4 Rupees Rupees Rupees Rupees Rupees

Historical information

35,643,365 26,085,350 24,493,805 20,437,595 16,887,760
Present value of defined benefits obligatien

C’DI\C,EO') 1,DOD,E")7 (1 /I,E/In) QD'),ﬂQf\ 1. 012 Q10
Experience adjustments on plan liabilities
2007 2006
21 TRADE AND OTHER PAYABLES Rupees Rupees
Creditors 86,765,038 95,658,162
Accrued liabilities 48,606,180 42,869,186
Payable to contractors 21.1 1,236,861 3,922,169
Workers' profit participation fund 9,961,409 10,677,793
Unclaimed dividend 1,964,505 1,923,235
Others 1’110,1/I0 Q,O/IL:’Q'IR
21.1 149,653,142 158,997,461
Workers' profit participation fund 21.2
Balance at l:;eglnnln(_-:jl-of ye-ar ) ' . 10,677,793 9,605,592
Interest on funds utilized in the Company's business 709.096 854.677
—H-386:889 —10,460,269-
Paid during the year
. P 5,012,153 4,915,134
Allocation / expense for the year _ 4,949,256 5.762.659
L3 9,961,409 10,677,793

Interest on workers' profit participation fund has been provided @ 11.5% (June 30, 2006: 11.5%) per annum.
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22 MARK-UP ACCRUED ON LOANS

Mark-up accrued on :
- long-term financing
- short-term borrowings

- interest rate swapping arrangements

23
SHORT TERM BORROWINGS

From banking companies-secured
Short term money market loan

23.1 The aggregate approved short term borrowing facilities amounted to PK7R 1,460.0 m

million).

2007
Rupees

18,724,389
11,464,558

2006
Rupees

20,459,893
10,253,875
— 7197304

30,188,947

31,433,072

794,000,000

360,000,000

il
94,000,000

lion (2006: PKR 1,260.0

360,000,000

23.2 These facilities are subject to mark-up ranging from 1 to 3 month KIBOR + spread between 0.25% to 1.5 %

24 CURRENT PORTION OF LONG TERM FINANCING

Long term loans
Obligations under finance lease

25 CONTINGENCIES AND COMMITMENTS

Contingencies

287,653,680

6627 707

246,459,236

=228 3I/E 245450236

25.1 In normal course of business, the Company has issued indemnity bonds amountingtoRs. 52.71 (June 30, 2006
:52.71) million in favour of collectors of custom and sales tax department in lieu of custom and sales tax levies
against various statutory notification and the indemnity bond furnished by the Company are likely to be
released after fulfillment of the terms of related SRO's.

Commitments

Letters of credit for:
Civil works

26 SALES - NET

Gross sales:
Yarn

Fabric
Waste

Add: Export rebate

Commission

102,135,343 65,010,831
= — 6,000,000
102 120 D40 Z1l 010 Q21

Year ended June 30, 2007

Year ended

June 30,
LOCAL EXPORT TOTAL 2006
RUPEES
119,869,131| 11278,275,767| 1,398,144,898| 1,259,202,780
1/321,649,187 595,238,532| 1,916,887,719| 1,908,286,884
Q1 4290 QLD Q1 420 QLD &0 126 00

O 1,934,002

1,522,951,180

1,873,514,299

O 1,934,002

3,396,465,479

OU; 100,707

3,227,676,633

1,522,951,180

567,948
1,874,082,247

567,948
3,397,033,427

8,845,429
3,236,522,062

(7,341,581)

(28,582,149)

(35,923,730)

(36,645,409)

1)
1.515,609,599 1,845,500,098

3,361,109,697

3,199,876,653
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Year ended Year ended
27 COST OF SALES Note June 2007 June 2006
Rupees Rupees

Raw material 27.1 2,290,629,681 2,189,998,745

Packing material 39,577,173 32,417,693

Yarn and fabric processing charges 27.2 11,198,193 5,967,276

Salaries, wages and benefits 142,339,815 122,936,968

Stores and spare parts 85,527,269 82,755,118

Fuel, power and water 214,599,469 225,499,612

Insurance 3.1 6,762,567 5,597,609

Repair and maintenance 2,967,329 5,650,119

Depreciation 177,080,097 178,042,733

Others

Work in process
Opening stock
Closing stock

Cost of goods manufactured
Finished stocks

27.1 Opening stock
Finished goods purchased for export
Yarn purchased
Closing stock

Raw material consumed

L Qo 10—
5,000,107

2,976,549,780

Q 20004
0,090,792

2,857,256,797

2,977,886,411

48,498,636 39,840,577
(#7,762,005) (48,498,636)
1,336,631 (8,658,059)

2,848,598,738

28,466,545 22 453 728
4,874,120 46,276,334
(223,290,683) Z16,96T,230)
27,011,207 (42,030,954)

3,004,897,618

2,806,567,784

27.2 Gplatieg, swages and benefits includes employees retirement beu%%lg to P%%%g%#

PUh¢hasE3, 2006: PKR 6,328,875).

28 Raw material sold
Closing stock

OTHER OPERATING INCOME

Income from financial assets
Interest on bank deposits

2,388,302,864
2,710,929,856

(4,922,039)
(415,378,136)
2,290,629,681

2,155,535,015
2,677,056,234

(164,430,497)
(322,626,992)
2,189,998,745

Income from assets other than financial assets 381,474 29,165
Gain on disposal of property, plant and equipment
Doubtful debts recovered 389,878 973,596
- 75,805
2z )
1357 77T.352 1,078,566
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year ended year ended
29 DISTRIBUTION COST Note June 2007 June 2006
Rupees Rupees
Export
Steamer freight 27,377,236 26,907,287
Trailer freight 8,538,389 7,138,200
Clearing and forwarding 5,458,230 5,753,999
Export development surcharge 3,165,670 3,418,228
Sales promotion expenses 296,212 1,441,166
Adhesive stamps 3,677,289 3,604,960
Testing charges 6,190 84,418
Claim settlement - 6,005,000
Other export expenses 2483456 3,048,052
51,002,672 57,401,310
Local
Freight on local sales 213,365 1,315,570
Sales office expenses 210-946 303-505
Letters of credit discounting charges i 4\_4:35/ 343:334
30 Advertisement expenses = 73,680
Quality claim 452,678 50,092
36 1,506,976 2,062,381
30.1 52,509,648 59,463,691
ADMINISTRATIVE EXPENSES
Directors' remuneration
Staff salaries and benefits 30.2 2,880,000 2,880,000
Traveling, conveyance and entertainment 12,096,842 13,590,335
Printing and stationery 1,856,226 1,516,685
Communication expenses 3.1 402,876 391,021
Vehicles running and maintenance 1,066,596 1,114,389
Legal and professional 1,665,956 1,330,402
Auditors' remuneration 419,700 350,400
30.1 Fee and subscription 340,000 310,000
Repair and maintenance 741,741 441,752
30.2 Office expenses 491,047 70,240
Depreciation 262,476 379,842
Provision for doubtful debts 1,930,517 2,352,510
Others - 6,215,392
1,105,271 300,802
31 25,259,248 31,243,770
Staff salaries and benefits includes employee retirement benefits
amounting to PKR 726,900 (June 30, 2006: PKR 1,621,424) .
Auditors' remuneration
Annual statutory audit
Half vearly review 36
136 ] 275,000 195,000
Out of pocket expenses 80,000 80,000
35,000 35,000
OTHER OPERATING EXPENSES 340,000 310,000
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32

33

33.1

33.3

33.4

year ended year ended
FINANCE EXPENSES Note June 2007 June 2006
Rupees Rupees
Mark-up on:
- long term financing 95,330,275 97,560,075
- short term borrowings 69,826,722 76,309,551
- workers' profit participation fund 709,096 854,677
Bank charges and commission 14,500,394 10,976,466
17.13 180,366,487 185,700,769
Derivatives financial instrument 522034 35580708
180,938,521 189,281,477
PROVISION FOR TAXATION 33.1
Current
- for the year 25.627.533 43,779,786
Therseigsipaaiar Workers Welfare Fund is recognised as provided under sectlon 4(Q1) of Workers, \gellga{e Fund
Ordiance 1971. 25,627,533 43,797,907

Numerical reconciliation between the average tax rate and the applicable tax rate

Applicable tax rate

35.00
Tax effect of amounts that are:

TheommeRapgetenfdléatiorrbetween the average tax rate and the applicable taIx rgtg)of previous year has not been
essepdgckircthese financial statements as provision for taxation was calculatecl7ug er Section 169 of the Income
idRrdIpne & siHsRelationship between tax expense and accounting proﬁé %)5 the year ended 30 June 2006
has not been presented as the Company was taxed under the Final Tax Regime in re;gect of the said year.

Effective tax rate 11.12)

Deferred 23.88

No provision for deferred tax has been made in these financial statements based on the Technical Release "TR-27"
issued by the Institute of Chartered Accountants of Pakistan which prescribe that deferred tax accounting does not
apply to those companies whose entire sales are covered under section 169 of the Income Tax Ordinance, 2001 as
there will be no major timing differences. In previous years the assessment of the company has been finalised
under Final Tax Regime, therefore no deferred taxation was provided based on the Technical Release "TR-27"
issued by the Institute of Chartered Accountants of Pakistan. However, in current year tax liability of the company

=7
37
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Year ended Year ended
34 EARNINGS PER SHARE - BASIC AND DILUTED Jun§u3;)ee25007 Jun§u3gee25006

The calculation of the basic earnings per share is based on the following data:

Earnings
. . . 87,357,567 88,839,070
Earnings for the purpose of basic earnings per share
(After tax profit for the year)
Number of shares
Weighted average number of ordinary shares 10,000,000 10,000,000

Basic earnings per share have been computed by dividing earnings as stated above with weighted average number of
ordinary shares.

Neasigueafointkipereshanegs per share has been presented as the Company has r7#sued any instrumeh&8carrying
options which would have an impact on ernings per share when exercised.

35 NONADJUSTING EVENTS AFTER BALANCE SHEET DATE

26 REMUNERATION OF CHIEF EXECUTIVE OFFICER AND DIRECTORS

CHIEF EXECUTIVE OFFICER DIRECTOR
Year ended Year ended Year ended Year ended Year ended Year ended
June 30,2007June 30,2006 June 30,2007June 30,2006 June 30,2007jJune 30,2006
R UPETES
Remuneration 662,064 662,064 1,324,128 1,324,128 1,986,192 1,986,192
Allowances 297 936 297 936 595 872 595 872 893,808 893,808
Number of persons T T 2 2 3 3

36.1 In addition to the above, the Chief Executive Officer and all directors are provided with free use of Company
maintained cars and telephone for business use amounting to PKR 761,627 (June 30, 2006: PKR 633,116).

37 FINANCIALINSTRUMENTS AND RELATED DISCLOSURES
Fair value of financial instruments

Fair value is the amount for which an asset could be exchanged, or a liability settled between knowledgeable willing
parties in an arms length transaction. As at June 30, 2007 the net fair value of all financial instruments has been
based on the valuation methodology outlined below:-

Long-term deposits

3
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Non-current liabilities

For all non-current liabilities the fair values have been taken at book values as these are not considered materially
different based on the current market rates of return and repricing profiles of similar non-current
liabilities.

Other financial instruments

The fair values of all other financial instruments are considered to approximate their book values as they are short
termin nature.

The analysis of yield / mark-up rate risk is as under:

37 FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

Fair value of financial instruments

Fair value is the amount for which an asset could be exchanged, or a liability settled between knowledgeable willing
parties in an arms length transaction. As at June 30, 2007 the net fair value of all financial instruments has been
based on the valuation methodology outlined below:-

Long-term deposits

Long term deposits does not carry any rate of return. The fair value of it has been taken at book value as it is not
considered materially different and readily exchangeable.

Non-current liabilities

For all non-current liabilities the fair values have been taken at book values as these are not considered materially

2007
Interest / Markup bearing | Non Interest / Markup bearing
Maturity Maturity Maturity , Maturity Effective
o Upto After Subtotal Upto After Subtotal Total Interest
. . ne year | Qpe year One year | One year Rate
Financial assets Rupees Rupees ! Rupees Rupees Rupees Rupees Rupees %
S mee e o
Toags :n e . B - 16,276,012 " 1608000 9,108,000
rade deposits 7,500,000 - 7,500,000 1,608,000 o Lous 198, 3t07
Other receivables _ ~ _ 2751572 2,751,572 2,751,572
fa“k bta'a”cles 3,478,341 3,478,341 20,673,498 - 23(35(7;??? 2;‘;3;?;3
L°”9' erm d°a”5 , - 3,004,373 4,302,784 '7° St
ong—term. eposits - _ 437700c 3377095 4,377,095
i~ o
10,978,341 - 10,978,341 337,752,518138,765,690 ’ ’ ’ ’
Financial liabilities
Long-term financing
905,787,025
Trade and other payables287,653,680618,133,345 905,787,025 - - ’ ’ 7 and KIBOR + 1
Mark-up accrued on loans - - -137,727,228 _1>nreresd 13, Ter,ee0
Short-term borrowings - - - 30,188,947 _ U IesIas 20,186,947
39) _ 794000000
794,000,000 = 794,000,000 22J KIBOR + .25 to 1.5

167,916,175 1,867,703,200

On balance sheet gap 1,081,653,680618,133,345,699,787,025 167,916,175
308,602,033(1,380,206,651)

(1,070,675,339%18,133,345)688,808,684) 169,836,343138,765,690
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2006
Interest / Markup bearing | Non Interest / Markup bearing
Maturity Maturity Maturity Maturity Effective
Or?ep)tlgar After | Subtotal Upto Upto TSLtBI RTotaI Interest
- : One year Oneyear  One year ota upees  Rate
Financial assets Rupees Rupees Rupees Rupees Rupees %
I'ade deztsd - - -160,238,276 - 160,238,276 160,238,276
Toa;\s Z” a_t"a”ces . . - 17,314,777 - 17,314,777 17,314,777
orti € ep9s|;| 4,750,000 = 4,750,000 64,165 . 64,165 4,814,165 1.5
; Erbrelce“’a & - - 269,852 - 269,852 269,852
La" ta ancles 3,287,271 3,287,271 26,202,612 - 26,202,612 29,489,883
Long_ erm doans , - 2.620,561 5,069,144 7,689,705 7,689,705
ong—term. eposits - 2,695 725 2 695725 2,695,725

Long term investments - . . 111,319,339 111,319,339111,319,339

8,037,271 - 8,037,271 206,710,243 119,084,208 325,794,451 333,831,722
Financial liabilities
Long-term financing
Trade and other payables246,459,236967,012,984%,213,472,220 },213,472,220 KIBOR + 1
Mark-up accrued on loans - 146,396,433 146,396,433 146,396,433
Sﬁ'?f‘i_tefmglgérsot\'\"'gge rlsk ana ement - 31,433,072 31,433,072 31,433,072

0,000,000 360,000,000 -360,000,000 KIBOR + .25to 1.5
On balance sheet ga 2 7,01 1,573,472 22 177 2 177,82 751,301,72

Interest r%tg rlg G’asgé 3 6 0t 5 5 3|b||2t t t agris%ré in |nter st ratégs 9\K/5|HB f? 30the 5value of financial

37.2

373

37.4

1,96%967,012 98 )565 434 38 119,084,208 147,964,946417,47
instruments. ({Zhan mslnterest rates can afl ect the rates charged on interest bearing |Iabl?ltles. This can resultin

an increase in interest expense relative to financial borrowings or vice versa. The Company manages its risk by
interest rate swapping, maintaining a fair balance between interest rates and financial assets and financial
liabilities. The effective interest rates for the monetary financial assets and liabilities are mentioned in respective
notes to the financial statements.

Credit risk and concentration of credit risk

Credit risk represents the accounting loss that would be recognized at the reporting date if counter parties fail to
perform as contracted. Out of the total financial assets of PKR 487,208,524 (June 30, 2006: PKR 333,831,722),
unsecured long term loans to employees, local trade debts, advances to suppliers, and other receivables
amounting in aggregate to PKR 312,466,647 (June 30, 2006: PKR 177,822,905) are subject to credit risk. The
Company manages its credit risk by; limiting significant exposure to any individual customers and obtaining
advance against sales.

Liquidity risk

Liquidity risk reflects the Company's inability in raising funds to meet commitments. The management closely
monitors the Company's liquidity and cash flow position. This includes maintenance of balance sheet liquidity
ratios, debtors and creditors concentration both in terms of the overall funding mix and avoidance of undue
reliance on large individual customer.

Foreign exchange risk management

Foreign currency risk arises mainly where receivables and payables exist due to transactions in foreign currencies.
As at June 30, 2007, the total foreign currency risk exposure was PKR 34,830,532 (June 30, 2006: PKR

(40 L
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OFF BALANCE SHEET ITEMS June 30 2007 June 30 2006
Contingencies - Rupees Rupees
Indemnity bond issued 52,710,000 52,710,000
Guarantees 49,732,000 41,800,000
Commitments

Letters of credit 102,135,343 65,010,831

Civil work _ 0
38 The related parties comprise holding company, subsidiaries and associated undertakings, othepr%PaREQogroup

companies, directors of the Company, key management personnel and post employment benefit plans. The
Company in the normal course of business carries out sale and purchase of goods and services transactions with

Year Ended Year Ended
June 30 2007 June 30 2006
Nature of relationship Nature of transactions Rupees Rupees
Associated undertaking Sales of raw material 8,762,240 131,753,340
Sales of fabric 104,852,749 387,726,395
Sales of stores, spare parts and loose tools 489,713 613,093
Sales of property, plant and equipment 16,500,000 20,427,406
Purchase of raw material 263,411,009 318,072,020
Purchase of fabrics 3,488,700 5,954,448
Services rendered 2,498,650 -
Services received 4,553,000 1,910,500
Dividend received 891,870 891,870
Electricity purchased 33,303,828 144,133,479
Retirement benefits Provision for gratuity 14,687,204 7,950,299
39 Key management Remuneration 2,880,000 2,880,000
39.1
PLANT CAPACITY AND ACTUAL PRODUCTION
Spinning unit
Number of spindles installed
Number of spindles worked (Average) 30,720 30,720
Number of working days 30,720 30,720
Number of shifts per day 365 365
3 3
39.2  |nstalled capacity in kilograms, after conversion into 20/s count
(based on actual number of working days)
11,434,172 11,434,172

Actual production of yarn in kilograms, after conversion into 20/s count
(based on actual number of working days)

11,551,967 11,419,194
Weaving unit
Number of looms installed
Number of looms worked 39.2.1 543 523
Number of working days
. 243 223
Number of shifts per day
365 365
Installed capacity in sq. meters, after conversion into 50 picks
(based on number of actual working days)
41,107,384 38,406,182

Actual production of fabric in sq. meters, after conversion into 50 picks
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39.2.1Additional twenty looms worked only for six months.

39.3 It is difficult to precisely describe production capacity and the resultant production in the textile
industry since it fluctuates widely depending on various factors such as count of yarn spun, raw
material used, spindle speed, twist etc in case of spinning. In case of weaving fluctuation depends on
factors such as loom width, width of fabric produced, type of yarn used etc. It would vary accordingly
to the pattern of production adopted in a particular year.

39.4 The difference between installed capacity and actual production is in normal course of business.

40 DATE OF AUTHORIZATION FOR ISSUE

These financial statements have been approved by the board of directors of the Company and
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PATTERN OF SHAREHOLDING AS AT 30-06-2007

NUMBER OF SHARE HOLDING TOTAL
SHAREHOLDERS FROM TO SHARES HELD

112 1 - 100 10,860
440 101 - 500 209,840
37 501 - 1000 36,200
42 1001 - 5000 113,800
11 5001 - 10000 74,700
2 10001 - 15000 24,200

2 25001 - 30000 57,692

1 30001 - 35000 32,692

2 45001 - 50000 98,077

2 95001 - 100000 194,923

1 105001 - 110000 109,500

1 125001 - 130000 129,231

1 135001 - 140000 136,919

1 180001 - 185000 184,200

1 195001 - 200000 199,055

1 200001 - 205000 200,380

1 205001 - 210000 206,400

1 210001 - 215000 211,500

1 220001 - 225000 222,700

1 230001 - 235000 235,000

1 235001 - 240000 237,577

2 270001 - 275000 546,500

1 275001 - 280000 280,500

1 310001 - 315000 312,688

2 330001 - 335000 669,910

1 395001 - 400000 395,216

1 450001 - 455000 451,000

1 460001 - 465000 460,923

1 530001 - 535000 533,960

1 660001 - 665000 661,500

2 735001 - 740000 1,479,457

1 1280001 - 1285000 1,282,900
676 10,000,000

=
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CATEGORYWISE SUMMARY OF
SHAREHOLDERS AS AT 30-06-2007

CATEGORIES OF NUMBER OF SHARE HELD PERCENTAGE

SHAREHOLDERS SHAREHOLDERS %
1 Individuals 667 8,273,200 82.73
2 Investment Companies - - -
3 Insurance Companies 1 222,700 2.23
4 Joint Stock Companies 3 1,489,800 14.90
5 Financial Institutions 4 11,700 0.12
6 Modaraba Companies 1 2,600 0.02
7 Foreign Investors - - -
8 Co-Operative Society - - -
9 Charitable Institutions - - -
10 Others - - -

TOTAL 676 10,000,000 100.00

The above two statements include 213 shareholders holding 2,120,100 shares through the
Central Depository Company of Pakistan Limited (CDC)
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PATTERN OF SHAREHOLDINGS
AS AT 30-06-2007
PERCENTAGE  NO. OF SHARES

1 Associated companies undertaking and related parties - -
2 NIT / ICP - -
National Bank of Pakistan Trustee Department 3,100
Investment Corporation of Pakistan 1,000
3 CEO, Directors and their spouse and minor children
Mr. Muhammad Sharif 28,846
Mr. Muhammad Salim 28,846
Mr. Muhammad Shaheen 32,692
Mr. Muhammad Shakeel 48,077
Mr. Khurram Salim 200,380
Mr. Bilal Sharif 334,995
Mr. Muhammad Amin 460,923
Mr. Adil Shakeel 661,500
Mrs. Yasmeen Begum 237,577
Mrs. Anjum Begum 739,480
Mrs. Seema Begum 334,915
Mrs. Nazli Begum 129,231
Mrs Amna Khurram 109,500
Mrs. Samia Bilal 533,960
Mrs. Fatima Amin 451,000
Master Abdullah Bilal 272,500
Master Umer Khurram 97,000
Master Hamza Shakeel 280,500
Miss Noor Shakeel 50,000
4 Banks, Development Financial Institutions, Non Banking Financial Institutions,

Insurance Companies, Modarabas and Mutual Funds

National Bank of Pakistan 3,600
State Life Insurance Corporation of Pakistan 222,700
First Tri Star Modaraba 2,600
SME Bank Limited 4,000

5 Details of Trading in the Shares by the Directors, CEO, CFO, Company Secretary -
and their spouse and minor children

6 Shareholders Holding Ten Percent or more Voting Interest

Admiral (Private) Limited 12.83% 1,282,900

&
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PROXY FORM

I/We

of

being a member of FAISAL SPINNING MILLS LIMITED and holder of

ordinary shares as per Share Register Folio No. and/or CDC Participant
ID No. —_—and-Sub-Account No—— hereby appoint
Mr./Mrs./Miss of or failing
him/her of as my / our

proxy to act on my/our behalf at the 23rd Annual General Meeting of the Company to be held on

Wednesday October 24th,2007 at 3:30 a.m. at Umer Chambers, 10/2, Bilmoria Street Off.
WITNESS Affix
I.I. Chundrigar Road, Karachi and/or at any adjournment therepf.
Signature Rs. 5/-
Revenue
Name Stamp
Address

(Signature should agree with the

specimen signature registered

CNIC/Passport # with the Company)

Signed this day of 2007

Notes:
If amemberis unable to attend the meeting, they may complete and sign this form and sent it to
t h e

Company Secretary, Faisal Spinning Mills Limited, Umer Chambers, 10/2, Bilmoria Street, Off
I.I. Chundrigar Road, Karachi so as to reach not less than 48 hours before the time scheduled for
h o I d i n g
the meeting.

(i) The Proxy form shall be witnessed by a person whose name, address and CNIC/Passport
number should be stated on the form.

(ii) Attested copy of CNIC or the Passport of the beneficial owner alongwith the proxy form
should also be submitted.
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