AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of AHMAD HASSAN TEXTILE MILLS LIMITED as at
June 30, 2006 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 conduct our audit in accordance with the auditing standards as applicable in Pakistan. These
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the above said statements are free of any material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the above said
statements. An audit also includes assessing the accounting policies and significant estimates
made by management, as well as, evaluating the overall presentation of the above said
statements. We believe that our audit provides a reasonable basis for our opinion and, after due
verification, we report that:

I The Company capitalized Exchange Risk Coverage Fee starting from the accounting
year 1995 (note 14.2) contrary to IAS 23 . Had Exchange Risk Coverage Fee capitalised
in prior years been properly taken to the profit and loss account, unappropriated profit as on
June 30, 2006 would have been lower by Rs. 36,39,721 and profit for the year would have
been higher by Rs 414,413.

(a) in our opinion, proper books of account have been kept by the Company as required by the
Companies Ordinance, 1984;

(b) in our opinion ;

(i) the balance sheet and profit and loss account together with the notes thereon
have been drawn up in conformity with the Companies Ordinance, 1984, and are in
agreement with the books of account and are further in accordance with
accounting policies consistently applied except for the changes stated in the note 2.7
with which we concur;



(ii) the expenditure incurred during the year 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;

(c) in our opinion, except for the non compliance of IAS-23 and to the best of our information and
according to the explanations given to us, the balance sheet, profit and loss account, cash
flow statement and statement of changes in equity together with the notes forming part
thereof conform with approved accounting standards as applicable in Pakistan, and give the
information required by the Companies Ordinance, 1984, in the manner so required and
except to the extent to which the above mentioned reservation in para | above affect the
annexed financial statements, respectively give a true and fair view of the state of the
Company's affairs as at June 30, 2006 and of the profit, its cash flows and changes in equity
for the year then ended; and

(d) in our opinion, Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of
1980), was deducted by the company and deposited in the Central Zakat Fund established
under section 7 of that Ordinance.

Dated: M. YOUSUF ADIL SALEEM & CO.
Place: Multan CHARTERED ACCOUNTANTS



040 J0oLo3dIa d301440 IAILNDAXE 43IHD NVINAIVHO

"SJUBWA)e)S |eloueuly 8say) Jo Jed |eiBsjul Ue WIO) O 0} | WOJ) SB)OU paxauue ay |

90Z'8EY'Z6S L 812°8/€°299°L 90Z'8EY'Z6S L 812'8/€°T99°L

- - 7l SININLINNOD ANV SIIONIONILNOD
992°'€8.°10. 281°'82.'9..
169'199'629 G16'¥12°099 918608 - puny aJejjom SINIOAN
G6.°695 SY0'GLY'8 2z seoueleq yueq pue ysed 688°0vL°2Z 9£€169°L 1 el uonexe} Joj UOISINOId
80L'€€L'T) 06€£'865'6 1z s9|qeAlsoal Jayl0 8¥G'20€°12 81.'66G'62 ases| soueUl 0}
€29V - 0z sjuswAedald wua) j0alns sjasse jsuiebe sajpjiger
Hoys pue sysodap spei] 8v6'L1LL 6. 261'920°LLL Buroueuy wis) BuoT
vee'vLL'00L 686'G89°65 6l SOOUBAPE pue Sueo’] Jo uoiod juaun)
966'70€°96 €61'006°L L1 8l S}g8p spelL 160°€59°0LY ¥2z'108'02S cl sbuimoliog wuey Joys
¥85°080°'v.¢€ 006°8S¥'CEY Ll 9peJ}-ul-4o0lS 960°106°€Z G12'€69'0¢ L sueo| uo dnyuew fsalsiu|
192'€8.°0¥% 869'GS1 ‘8¢ 9l |00} 8S00| pue sa.eds ‘sa.I0}3 8/8'852'8. /68'G56°99 0] se|qeAed Jayjo pue epei]
S13SSV LNIHdND S3ALLITIGVIT INJHIND
¥1G'0ev'9€ €¥1°229'8S 6 sallliqel| pausyeq
000000091} vee'eee'eel 8 eyeqesow wia} Huo]
¥29'v12'69 78€'696° 201 L ases| soueUl 0}
109[gns sjosse jsuiebe sapijiqer
000°000°GZ 000°000°GZ 9 selned psjejes wolj sueo| wie) fuon
8G/‘eez'see 980°/6€'061 S Buroueuyy wusy Buo
S3ILITIGVIT LNJHHINO-NON
¥¥0'9.2'¥9¢€ 165'82€°0.€
vze'Le9'Gle 618'66%'c61 yold pajeudoiddeun
009°'6v€°€C 009°'61€°€C 14 ansesal |eyded
- 250'061'82 € Asuow ysodap aleys
0z2l°'682'szh 02l°'682'szh yoea -/Q| 'Sy jo saleys
Areuipio (21682521 :5002) Z16'825°C)
605'9./°996 €02'¥91°200°}L [eydeo dn pied pue paquosgns ‘panss|
16¥'28S'v 16¥'28S'Y syisodep Ajunoss wie) BuoT
ZL0'v61'296 90.'185'266 Gl juswdinbs pue jueid ‘Auadoid 000°000°002 000°000°002 yoes -/0L 'S 40
saseys Areulpio 00000002
|leydes pazuoyiny
S13SSV LNIHH¥ND-NON SIANYIASTY ANV TVLIdVI JHVHS
saadny saadny aJoN saadny saadny aJoN
§002 9002 G002 9002

900Z ‘0€ ANNC LV SV
133HS 3ONVIVE
A3LINIT STTIN 3TILX3L NVSSVH AVINHY



AHMAD HASSAN TEXTILE MILLS LIMITED
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2006

Sales
Cost of sales

Gross profit

Other operating income
Distribution cost
Administrative expenses
Other operating expenses

Profit from operations
Finance cost

Profit before taxation

Provision for taxation

(Loss) / Profit for the year/ period

EARNINGS PER SHARE

The annexed notes from 1 to 40 form an integral part of these financial statements.

Note

23
24

25
26
27
28

29

30

31

CHAIRMAN CHIEF EXECUTIVE OFFICER

For year

ended June 30,

2006
Rupees

2,032,595,077
(1,833,874,238)

For nine months
ended June 30,
2005
Rupees

1,305,251,112
(1,166,244,745)

198,720,839
2,858,266

(31,037,642)

(18,480,550)

139,006,367
631,604

(21,549,110)

(14,518,498)

(1,672,262) (3,201,932)
150,388,651 100,368,431
(121,619,474) (40,156,890)
28,769,177 60,211,541
(35,245,546) (7,442,637)
(6,476,369) 52,768,904

(0.52) 4.21

DIRECTOR

CFO



AHMAD HASSAN TEXTILE MILLS LIMITED
CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2006

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation
Adjustments for:
Depreciation of property, plant and equipment
Staff retirement benefits- gratuity
Gain on sale of property, plant and equipment
Write back of WWF
Finance cost
Cash flow from operating activities before working capital changes

(Increase)/ decrease in current assets
Stores, spares and loose tools
Stock in trade
Trade debtors
Loans and advances
Trade deposits and short term prepayments
Other receivables
(Decrease)/ increase in trade and other payables

Cash generated from/ (used in) operations

Staff retirement benefits- gratuity paid
Income taxes refunded/ paid

Net Cash from/ (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Fixed capital expenditure

Sale proceeds of property, plant and equipment
Long term security deposits

Net Cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Share deposit money

Long term finances obtained
Long term finances repaid
Long term loans from directors
Lease rentals-net

Long term morabaha

Short term borrowings
Dividend paid

Finance cost paid

Net Cash (used in)/ from financing activities
Net Increase in cash and bank balances during the year/ period

Cash and and bank balances at the beginning of the year/ period

Cash and bank balances at the end of the year/ period

For year For nine months
ended June 30, ended June 30,
2006 2005
Rupees Rupees
28,769,177 60,211,541
99,573,098 47,629,899
3,442,873 3,163,661
(161,236) (17,377)
(809,816) -
121,619,474 40,156,890
252,433,570 151,144,614
2,628,069 (8,796,002)
(58,378,316) (145,495,584)
(15,595,497) 1,105,864
13,183,465 (56,224,027)
474,623 14,633,474
(249,667) (3,618,463)
(11,509,803) 21,682,972

(69,447,126)

(176,711,765)

182,986,444 (25,567,151)
(4,845,454) (1,375,800)
4,088,869 (7,571,748)
182,229,859 (34,514,699)

(135,611,558)

(377,139,697)

The annexed notes from 1 to 40 form an integral part of these financial statements.

CHAIRMAN CHIEF EXECUTIVE OFFICER

812,000 35,000
- (550,672)
(134,799,558) (377,655,369)
28,190,052 -
31,137,009 159,027,991
(65,325,503) (26,553,577)
- 25,000,000
46,546,928 (15,178,457)
- 160,000,000
50,148,133 130,959,934
(15,454,315) -
(114,827,355) (20,756,845)
(39,585,051) 412,499,046
7,845,250 328,978
569,795 240,817
8,415,045 569,795
DIRECTOR CFO
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AHMAD HASSAN TEXTILE MILLS LIMITED
NOTES TO THE FINANCIALSTATEMENTS
FOR THE YEAR ENDED JUNE 30, 2006

1. STATUS AND ACTIVITIES

1.1 The Company was incorporated in Pakistan on 03 December, 1989 as a Public Limited Company under the
Companies Ordinance 1984. Its shares are quoted on all Stock Exchanges in Pakistan. It is principally engaged in the
manufacture and sale of yarn and fabric.The registered office of the company is situated in Multan.The mill is located
at District Muzaffargarh.

1.2 The financial statements are presented in Pak Rupees, which is the company's functional and presentation currency.

2. SIGNIFICANT ACCOUNTING POLICIES

2.1 Statement of compliance

These financial statements have been prepared in accordance with the requirements of the Companies Ordinance,
1984, and approved accounting standards as applicable in Pakistan, except for IAS-23- Borrowings Costs (note-15.2).
Approved accounting standards comprise of such International Accounting Standards as notified under the provisions
of the Companies Ordinance, 1984. Whenever 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.

Last year as per SRO 684 (1) 2004 dated August 10,2004 issued by Central Board of Revenue, the Company's tax
year/financial year was required to end on June 30, instead of September 30. In order to make the Company's
accounting period consistent with the aforementioned requirement the Company had prepared the financial statements
covering period of nine months ended on June 30, 2005. Since the audited comparative figures are available for the
nine months ended June 30 2005 the same have been disclosed as comparatives, hence, the comparative amounts
for the income statement, statement of changes in equity, cash flow statement and related notes are not entirely
comparable.

2.2 Adoption of revised International Accounting Standards
In the current year, the Company has adopted all of revised Standards and Interpretations issued by the International
Accounting Standards Board (the IASB) and the International Financial Reporting Interpretations Committee (IFRIC) of
the IASB that are relevant to its operations and effective for accounting period beginning on or after January 01, 2005.
The adoption of these revised Standards and Interpretations has however resulted in no changes to the Company's
accounting policies.

2.3 Basis of preparation

These financial statements have been prepared under the historical cost convention, except for:
- modification of foreign currency translation adjustments as stated in note 2.6
- recognition of employee retirement benefits which are carried at present value.

The preparation of financial statements in conformity with IASs requires management to make judgments, estimates
and assumptions that affect the application of policies and reported amounts of fixed assets, 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 circumstances, the results of which form the basis of making the judgment
about carrying values of assets and liabilities that are not readily apparent from other resources. Actual results may
differ from these estimates.

The estimates and underlying assumptions are reviewed on the ongoing basis. Revisions to accounting estimates are
recognized in the period in which estimates are revised.

Significant areas requiring the use of management estimates in these financial statements relate to the useful life of
depreciable assets, provision for doubtful receivables and slow moving inventory. However, assumptions and
judgments made by management in the application of accounting policies that have significant effect on the financial
statements are not expected to result in material adjustments to the carrying amounts of assets and liabilities in the
next year.



2.4 Taxation
Current

Provision for current taxation is based on taxable income at the current rates of taxation after taking into account tax
credits rebates and exemption available, if any, or minimum tax at the rate of 0.5 % of turnover, whichever is higher.
However, for income under final tax regime, taxation is based on applicable tax rates under such regime.

Deferred

The Company accounts for deferred taxation using the balance sheet liability method in respect of all major temporary
differences between the carrying amounts of assets and liabilities for the reporting purposes and the amounts used for
the taxation purposes. Deferred tax assets, if any, are recognized to the extent that it is probable that taxable profits
will be available against which the deductible temporary differences, unusual tax losses and tax credits can be utilized.
Deferred tax liability is based on the expected tax rates applicable at the time of reversal.

Deferred tax assets and liability are measured at the tax rates that are expected to apply to the period when the asset
is realized or liability is settled, based on the tax rates that have been enacted or substantively enacted at the balance
sheet date.

2.5 Staff retirement benefits (defined benefit plan)

The company operates an un-funded retirement gratuity scheme for those employees who have completed specified
period of service with the Company. Eligibility is determined subject to completion of a prescribed qualifying period of
service. Provision is made annually to cover obligation under the plan .The cost of providing benefits is determined by
using the projected unit method . The last actuarial valuation has been conducted on September 30, 2004.

The amount recognized in the balance sheet represents the present value of defined benefit obligations as adjusted
for unrecognized actuarial gains and losses and as reduced by the fair value of plan assets.

Cumulative net unrecognized actuarial gains and losses at the end of previous year which exceeds 10% of the greater
of the present value of the Company’s gratuity is amortised over the average expected remaining working lives of the
employees.

Details of the scheme are given in note 8.2 to these financial statements.

2.6 Foreign currency translations

Translations in foreign currencies are accounted for in Pak Rupees at the exchange rates prevailing on the date of
transactions. Monetary assets and liabilities denominated in foreign currencies are retranslated into Pak Rupees at the
exchange rates prevailing on the balance sheet date except for those covered by forward contracts, if any. All
exchange fluctuations are charged to profit and loss account.

2.7 Property, plant and equipment
Owned

Property, plant and equipment are stated at cost less accumulated depreciation except freehold land and capital work
in progress which are stated at cost. Cost of plant and machinery consists of historical cost, exchange risk coverage
fee and exchange fluctuations on foreign currency loans. Borrowings costs pertaining to erection/ construction are
capitalized as part of the historical cost.

Depreciation is charged to income applying reducing balance method to write-off the cost and capitalized exchange
fluctuations/ exchange risk coverage fee over estimated remaining useful life of the assets. The useful life and
depreciation method are consistent with the expected pattern to ensure that the method and period of depreciation are
consistent with the expected pattern of economic benefits from items of fixed assets. Rates of depreciation are stated
in note 15.1 Depriciation is charged on additions from the month in which an asset is acquired or capitalised and no
depriciation is charged for the month in which asset is disposed. Gains/ losses on disposal of fixed assets are taken to
profit and loss account.

Minor repairs and maintenance are charged to income, as and when incurred. Major renewals and replacements are
capitalized and the assets so replaced, if any, other than those kept as stand-by, are retired.



Leased

These are stated at the lower of present value of minimum lease payments under the lease agreements and the fair
value of the assets. The related obligation of leases is accounted for as liability. Financial charges are allocated to
accounting periods in a manner so as to provide a constant periodic rate of financial cost on the remaining balance of
principal for each period.

Depreciation is charged to income at the rates stated in note 15.1 applying reducing balance method to write-off the
cost of the assets over their estimated remaining useful life in view of certainty of ownership of assets at the end of
lease period.

Financial charges and depreciation on leased assets are charged to income currently.

2.8 Impairment of assets
The management assesses at each balance sheet date whether there is any indication that an asset except deferred
tax asset is impaired. If any such indication exists, the management estimates the recoverable amount of the asset. If

the recoverable amount of the asset is less than its carrying amount, the carrying amount of the asset is reduced to its
recoverable amount by charging the impairment loss against income for the year.

Where the impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised
recoverable amount but limited to the extent of initial cost of the asset. Reversal of impairment loss is recognised as
income.

The gain or loss on disposal or retirement of an asset represented by the difference between the sale proceeds and
the carrying amount of the asset is recognised as an income or expense.
2.9 Stores, spares and loose tools

These are valued at cost, determined on basis of moving average cost less allowance for obsolete and slow moving
items, except for items-in-transit which are valued at cost accumulated to the balance sheet date.

2.10 Stock in trade

Basis of valuation is as follows:

Raw material at ware house At lower of Annual average cost and net releasable value.
Work in process At manufacturing cost

Finished goods At lower of cost and net realizable value

Waste At net realizable value

- Cost in relation to work in process and finished goods represents the annual average cost which consists of
prime cost and appropriate manufacturing overheads. Cost of raw materials consumed is accounted for by
applying the annual average cost of both imported and local purchases.

- Net realizable value signifies the selling price in the ordinary course of business less cost of completion and
cost to be incurred to such sale.

2.11 Trade debtors

Known bad debts are written off and provision is made against debts considered doubtful.

2.12 Revenue Recognition

Revenue is measured at the fair value of the consideration received or receivable and represents amounts receivable
for goods and services provided in the normal course of business

- Direct local sales are recorded when goods are delivered to customers and invoices are raised.
- Local sales through agents are booked on intimation from the agents.
- Export sales are booked on shipment basis.

2.13 Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, 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 assets is deducted
from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.



2.14 Provisions

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

2.15 Financial assets and liabilities

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

All purchases and sales of financial assets are recognized on the trade date when the company become the party to
the contractual provision.

2.16 Off setting of financial instruments

Financial assets and liabilities are off-set and the net amount reported in the balance sheet when there is a legally
enforceable right to set-off the recognized amounts and there is an intention to settle on a net basis, or realize the
asset and settle the liability simultaneously.

2.17 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 consist of cash in hand, balances with banks, highly liquid short-term investments that are convertible
to known amount of cash and are subject to insignificant risk of change in value.

2.18 Related party transactions

Sales, purchases and other transactions with related parties are carried out on commercial terms and conditions.

3. SHARE DEPOSIT MONEY

The company, during the year offered 1,879,336.8 ordinary shares of Rs. 10 each at a premium of Rs. 5 per share as right
shares to its existing shareholders, which were fully subscribed, subsequent to balance sheet date.

4. CAPITAL RESERVE - Share premium

4.1 The company, during the financial year ended September 30, 2001, offered 5,040,000 ordinary shares of Rs. 10 each
at a premium of Rs. 4 per share as right shares to its existing shareholders, of which 2,989,920 shares were
subscribed for. The un-subscribed portion of right issue was cancelled as per decision of the Board of Directors'
meeting held on July 14, 2001.

4.2 The company, during the year September 30, 2004, offered 1,138,992 ordinary shares of Rs. 10 each at a premium of
Rs. 10 per share as right share to its existing shareholders, which were fully subscribed.
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6.

7.

LONG TERM LOANS FROM RELATED PARTIES- Unsecured.

The interest free loan was obtained from the directors of the company and management of the company has decided to pay
back the same in future when resources are available.

LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE- Secured

Up to one year From_ one year 2006 2005
to five years
---------------- L T I e —— RUPEES

Minimum lease payments 41,690,287 145,657,211 187,347,498 121,712,248
Less: Financial charges
allocated to future periods (12,090,569) (24,733,351) (36,823,920) 17,735,598

29,599,718 120,923,860 150,523,578 103,976,650
Less: Security deposits
adjustable on expiry of
lease terms - 12,954,478 12,954,478 12,954,478
Present value of minimum
lease payments 29,599,718 107,969,382 137,569,100 91,022,172
Less: Current portion
grouped under current
liabilities 29,599,718 21,307,548

107,969,382 69,714,624

The company has entered into lease agreement with Faisal Bank Ltd. to acquire plant and machinery in the year 2003. The
liabilities under the lease agreements are payable in quarterly installments by January, 2009 and are subject to finance charges
at the rates of KIBOR plus 2% and during the year markup was charged at the rates ranging from 7% to 11.75% ( 2005: 6.5% to
9.5%) per annum. The Company intends to exercise its option to purchase the leased assets upon completion of the leased
terms.The lease finance facility is secured against charge of Rs. 145 million over plant and machinery of the existing weaving
unit and personal guarantees of the working directors of the Company. Currently in year 2005 the company has entered into a
lease agreement with Meezan bank limited to acquire new looms.

The liabilities under the lease agreements are payable in bi-annualy by October, 2009 and are subject to finance charges at the
rates of KIBOR plus 2% and during the year markup was charged at the rates ranging from 11.25% to 11.75% per annum. The
Company intends to exercise its option to purchase the leased assets upon completion of the leased terms.The lease finance
facility is secured against charge of Rs. 45 million over plant and machinery of the weaving unit and personal guarantees of
the working directors of the Company.

2006 2005
NOTE Rupees Rupees
LONG TERM MORABAHA
Opening balance 160,000,000 -
Obtained during the year/ period - 160,000,000
160,000,000 160,000,000
Paid during the year/ period - -
160,000,000 160,000,000
Current portion grouped under current liabilities (26,666,666) -
133,333,334 160,000,000

The company during period ended June 30, 2005 obtained Morabaha term finance from Faysal Bank Limited to import textile
spinning machinery. The liability under agreement is payable in half yearly installments by February 2012 subject to finance
charge of 6 month KIBOR +2% per annum.The loan is secured against 1% pari passu charge over fixed assets of Rs. 215
million including land, building and plant and machinery and personal guarantee of directors.



2006 2005

NOTE Rupees Rupees
9. DEFERRED LIABILITIES
Deferred taxation 9.1 53,109,210 29,515,000
Provision for gratuity 9.2 5,512,933 6,915,514
58,622,143 36,430,514
9.1 Deferred taxation
The deferred taxation liability comprises of temporary
differences arising due to:
Credit balance arising in respect of
- accelerated tax depreciation allowances 73,629,842 28,689,000
- lease finances 968,118 1,630,000
Debit balances arising in respect of:
- staff retirement benefits-gratuity (970,577) (804,000)
- carry forward losses (20,518,173) -
53,109,210 29,515,000

9.2 Actuarial valuation was conducted on September 30, 2004 on the basis of the projected unit credit method by an
independent Actuary. Charge for the year has been calculated on the basis of actuarial assumptions as were for the

preceding year. The projected unit credit method is based on the following significant assumptions.

- Discount rate 8% 8%
- Expected rate of increase in salary 7% 7%
- Average expected remaining life time of employees 7 Years 7 Years

The amount recognized in the Balance Sheet
is determined as follows:

Present value of defined benefit obligation 6,618,437 8,070,756
Unrecognized actuarial losses (1,105,504) (1,155,242)
Balance sheet liability 5,512,933 6,915,514

Movement in the liability recognized in
the Balance Sheet is as follows:

Liability as at July 1, 2005/ October 1, 2004 6,915,514 5,127,653
Amount recognized during the year/ period 3,472,873 3,166,161
10,388,387 8,293,814
Benefit paid during the year/ period (4,845,454) (1,378,300)
5,542,933 6,915,514

Expense recognized in the profit and loss Account is as follows:

Current service cost 2,747,475 2,567,733
Interest cost 645,660 509,542
Actuarial loss recognized 79,738 86,386

3,472,873 3,163,661

The Company's policy with regard to actuarial gains / losses is to follow minimum recommended approach under IAS-
19 (Employee Benefits).

10. TRADE AND OTHER PAYABLES

Creditors 19,338,179 36,934,490
Accrued liabilities 34,493,463 30,441,660
Unclaimed dividend 2,589,232 2,382,411
Advance payments 8,518,452 4,718,712
Excise duty on bank borrowings 21,800 21,800
Tax deducted at source 471,709 589,773
Workers' profit participation fund 10.1 1,523,062 3,170,032

66,955,897 78,258,878




2006 2005

NOTE Rupees Rupees
10.1 WORKERS' PROFIT
PARTICIPATION FUND
Opening balance 3,170,032 825,991
Interest on amount utilized in company's business 168,993 19,067
3,339,025 845,058
Less:
Amount paid to the fund 3,339,025 845,058
Allocation for the year/ period 1,523,062 3,170,032
1,523,062 3,170,032
11. INTEREST/ MARKUP PAYABLE
Long term financing 15,577,568 12,667,364
Lease finance charges 3,863,363 1,418,302
Short term borrowing 11,252,284 9,815,430
30,693,215 23,901,096
12. SHORT TERM BORROWINGS
Secured 520,801,224 470,653,091

Short term finance facilities available from commercial banks under mark-up arrangements aggregate Rs. 1,375
million (2005: Rs. 1,289 million) and U.S$ 3.5 million (2005: US$ 0.5 million) of which facilities aggregating Rs. 854
million (2005: Rs. 264 million) remained unutilized at the year end. These facilities, during the year, carried mark up at
the rates ranging from 6.75% to 10.25% (2005: 3% to 9%) calculated on daily product basis. The aggregate facilities
are secured against pledge/ hypothecation of stocks in trade, on book debts, lien on export bills, lien on documents of
title to goods and the personal guarantees of all the working directors of the company.

Facilities available for opening letters of credit and guarantee aggregate Rs. 487million (2005: Rs. 80 million) and are
secured against shipping documents and personal guarantees of all the working directors of the Company.

13. PROVISION FOR TAXATION - NET

Opening balance 27,140,889 27,289,165
Add: Provision made during the year/ period 11,651,336 7,442,637
38,792,225 34,731,802
Payments/ adjustments against completed assessments (27,140,889) (7,590,913)
11,651,336 27,140,889

13.1 Income tax assessments of the Company have been completed upto the Transitional Tax Year 2005.

13.2 Provision for Corporate Assets Tax levied vide the Finance Act, 1991 amounting to Rs. 1.440 million including
Additional Tax of Rs. 0.440 million has not been made in the books of account as the Company has challenged the
validity of these levies through a writ petition with the Lahore High court, Multan Bench. However, demanded
Corporate Assets Tax has been paid under protest and grouped under other receivables (note 21).

13.3 The Company, in view of the Supreme Court of Pakistan's Judgment dated June 04, 1997, was not liable to pay
Minimum Tax under section 80- D of the Repealed Income Tax Ordinance, 1979 upto September 30, 1999.
Accordingly, Minimum Tax paid upto September 30, 1999 has been accounted for as refundable from the Income Tax
Department (note 21).Susequent to the balance sheet date the company has received refund order from the tax
authorities dated July 08, 2006.

13.4 Relationship between tax expense and accounting profit.

Accounting profit before tax 28,769,177 60,211,541
Tax at the applicable rate of 35% 10,069,212 21,074,039
Tax effect of profit subject to presumptive taxation 1,582,124 (13,631,402)
Tax charge for the current year/ period 11,651,336 7,442,637

14. CONTINGENCIES AND COMMITMENTS

141
14.2

Refer contents of note 13.2 & 13.3
Commitments for letters of credit outstanding at the year/ period end were as follows:

Capital expenditure 170,000,000 40,000,000
Foreign bills purchased - 50,000,000
170,000,000 90,000,000
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16.

17.

15.5 CAPITAL WORK IN PROGRESS
Building
- Material and expenses

Plant and machinery
Others

15.5.1 Unallocated capital expenditure
Trial run loss

Less: allocated to:
- buildings on freehold land
- plant and machinery

15.5.2  Trial run operations account

Sales - Net
Local
Export
Waste

Less: Sales Tax

Cost of sales
Raw materials consumed
Salaries, wages and benefits
Stores consumed
Packing material consumed
Power and fuel
Others

Adjustment of closing work-in-process
Cost of goods manufactured

Adjustment of finished goods
Closing stock

Trial run (gross loss)
Administrative and selling expenses

Financial charges

STORES, SPARES AND LOOSE TOOLS

Stores
Spares
Loose tools

STOCK IN TRADE

Raw material
Work in process
Finished goods

17.1  Work in process from ordinary activities
Work in process from trial run

17.2  Finished goods from ordinary activities
Finished goods from trial run

NOTE

15.5.2

171
17.2

2006
Rupees

2005
Rupees

25,738,285
359,666,297
8,000

385,412,582

23,176,998

1,547,786
21,629,212

23,176,998

55,877,864
23,679,437
950,141

80,507,442
(1,844,593)

78,662,849

72,621,134
13,565,793
6,224,423
761,772
17,510,894
83,248

110,767,264
(3,359,161)

107,408,103

(18,146,560)
|

89,261,543

(10,598,694)
(1,934,777)

(12,533,471)
(10,643,527)

(23,176,998)

21,016,123
17,078,292
61,283

17,044,081
23,679,250
60,436

38,155,698

40,783,767

297,688,068
20,382,220
114,388,612

246,204,100
16,077,132
111,799,352

432,458,900

374,080,584

20,382,220

12,717,971
3,359,161

20,382,220

16,077,132

114,388,612

93,652,792
18,146,560

114,388,612

111,799,352




18.

19.

20.

21.

22.

23.

TRADE DEBTS
Considered good

Foreign-Secured
Local-Unsecured

LOANS AND ADVANCES

Advances to employees - considered good

Advance payments - considered good

Income tax deducted at source / advance income tax/ tax

paid with return of income

TRADE DEPOSITS AND SHORT TERM PREPAYMENT¢

Prepayments

OTHER RECEIVABLES
Corporate Assets Tax paid under protest
Minimum tax paid under protest

Workers' welfare fund paid under protest
Income tax refundable

Octroi refundable

Sales tax refundable

Others

CASH AND BANK BALANCES

Cash in hand
Cash at banks on current accounts

SALES - Net
Local:
- Own manufactured goods
Yarn
Fabric
Waste

- Trading goods

Yarn
Export:
Yarn
Fabric
Less:
Commission
Sales tax

2006 2005
NOTE Rupees Rupees
28,480,173 37,133,678
83,420,320 59,171,318
111,900,493 96,304,996
934,165 1,517,628
46,682,428 59,282,430
12,069,396 39,914,166
59,685,989 100,714,224
- 474,623
- 474,623
13.2 1,440,000 1,440,000
13.3 738,515 738,515
2,178,515 2,178,515
273,221 273,221
1,433,071 4,818,056
61,868 61,868
5,639,795 5,390,128
11,920 11,920
9,598,390 12,733,708
80,742 43,316
8,334,303 526,479
8,415,045 569,795
For year For nine months
ended June 30, ended June 30,
2006 2005
Rupees Rupees
643,398,258 367,952,106
377,226,099 322,050,538
58,680,413 37,084,182
1,079,304,770 727,086,826
1,991,600 4,816,872
1,081,296,370 731,903,698
383,638,626 219,244,873
589,675,621 439,675,653
973,314,247 658,920,526
2,054,610,617 1,390,824,224
22,015,540 14,946,155
- 70,626,957
22,015,540 85,573,112

2,032,595,077

1,305,251,112

23.1 Export sales include indirect export sales amounting to Rs. 169,751,494 (Masood Fabrics Ltd. Rs. 62,720,410, Roomi
Fabrics Ltd. Rs. 95,268,521, Nakshbandi Industries Ltd. Rs. 11,762,563 (2005:Nil). Under Standard Purchase Order.




24,

25.

26.

27.

COST OF SALES

Raw materials consumed
Salaries, wages and benefits
Stores consumed

Packing materials consumed
Chemicals consumed

Power and fuel

Repair and maintenance
Insurance

Depreciation

Others

Adjustment of work -in- process
Opening
Closing

Cost of goods manufactured
Adjustment of finished goods
Opening stock

Purchases

Closing stock

Cost of goods sold - Own manufactured
Cost of goods sold - Trading goods

Purchases

24,1 Raw material consumed
Opening stock
Purchases including direct expenses

Less:
Closing stock

24.2 These include Rs. 3,124,965 (2005: Rs. 2,842,210) in respect of staff retirement benefits - gratuity.

OTHER OPERATING INCOME

- Export rebate on packing materials
- Gain on sales of fixed assets

- Exchange fluctuation gain

- Write back of WWF provision

DISTRIBUTION COST
Export Development Surcharge
Export Expenses
Freight, forwarding and others

ADMINISTRATIVE EXPENSES
Directors' meeting fee
Staff salaries and benefits
Vehicles running and maintenance
Utilities
Traveling and conveyance
Printing and stationery
Insurance
Communication
Rent, rates and taxes
Repair and maintenance
Entertainment
Fees and subscription
Papers and periodicals
Advertisement
Depreciation
Auditor's remuneration

- statutory audit fee

- half yearly review

Legal and professional (other than Auditors' remuneration)
Others

For year
ended June 30,

For nine months
ended June 30,

2006 2005

Note Rupees Rupees
241 1,376,673,852 965,029,470
24.2 100,129,950 39,506,635
35,126,319 14,911,415
21,192,895 10,788,359
16,291,799 13,074,562
181,376,536 75,553,624
3,335,516 1,081,985
4,689,490 3,222,192
15.3 98,109,713 46,374,516
1,883,783 749,008
1,838,809,853 1,170,291,766
16,077,132 17,740,490
(20,382,220) (12,717,971)
(4,305,088) 5,022,519
1,834,504,765 1,175,314,285
111,799,352 64,222,330
- 15,622,134
(114,388,612) (93,652,792)
(2,589,260) (13,808,328)

1,831,915,505

1,958,733

1,161,505,957

4,738,788

1,833,874,238

1,166,244,745

246,204,100
1,428,157,820

146,622,180
1,064,611,390

1,674,361,920

1,211,233,570

(297,688,068) (246,204,100)
1,376,673,852 965,029,470
1,542,734 614,227
161,236 17,377
344,480 -
809,816
2,858,266 631,604
2,020,741 1,553,495
4,134,231 3,477,168
24,882,670 16,518,448
31,037,642 21,549,110
3,000 1,500
27.1 6,356,242 7,071,449
1,476,372 658,859
361,571 184,993
2,643,397 886,454
419,705 587,632
239,307 558,123
2,172,976 1,309,682
671,567 2,055
386,508 244,767
801,894 407,152
506,734 224,348
- 37,891
82,250 27,230
15.3 1,463,385 1,255,383
150,000 125,000
50,000 50,000
200,000 175,000
- 104,800
695,642 781,180
18,480,550 14,518,498




27.1 These include Rs. 317,908 (2005: Rs. 321,451) in respect of staff retirement benefits- gratuity.



28.

29.

30.

31.

32.

33. NON-ADJUSTING EVENT AFTER THE BALANCE SHEET DATE

OTHER OPERATING EXPENSES

Charity and Donation (Without directors’ interest)

Workers' profit participation fund

FINANCE COST

Lease financial charges
Mark-up on:

- long term finances

- short term finances
Interest on workers' profit participation fund
Bank Charges

PROVISION FOR TAXATION

Current
Deferred tax

EARNINGS PER SHARE

Profit attributable to the ordinary share holders

Weighted average of number of ordinary shares

outstanding during the year/ period

Earning per share

Note

There is no dilutive effect on the basic earning per share of the company.

RELATED PARTY TRANSACTIONS

The related parties comprised of an associated company, directors and key personnel.

For year For nine months
ended June 30, ended June 30,
2006 2005
Rupees Rupees
149,200 31,900
1,523,062 3,170,032
1,672,262 3,201,932
13,722,306 5,798,774
49,755,037 8,424,690
51,430,683 22,937,450
168,993 19,067
6,542,455 2,976,908
121,619,474 40,156,890
11,651,336 7,442,637
23,594,210 -
35,245,546 7,442,637
(6,476,369) 52,768,904

No. of shares

12,528,912

12,528,912

(0.52)

4.21

32.1 The company, during the year/ period, purchased goods aggregating Rs. 369,644,771 (2005: Rs. 344,438,280).

32.2 Maximum aggregate amount due to the Associated Company (Ahmad Cotton Industries Private Limited) at any month-

end during the year/ period was Rs. 112,641,178 (2005: Rs.110,232,557)

32.3 No interest was charged on the Associated Company's balances during the year as these arose due to normal trade

dealings.

32.4 Remuneration and benefits to key management personnel under the term of their employment as disclosed in note 34

The company, during the year offered 1,879,336.8 ordinary shares of Rs. 10 each at a premium of Rs. 5 per share as right
shares to its existing shareholders, which were fully subscribed subsequent to balance sheet date.
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35.

36.

37.

38.

39.

40.

REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

. Working Directors
Particulars 2006 | | 2005
Managerial Remuneration 1,080,000 810,000
No. of persons 2 2

35.1 Meeting Fee amounting to Rs.3,000 (2005: Rs. 1,500) was paid to three (2005: three) non- working directors. The
Chief Executive and the Working Directors are also provided with the Company maintained cars. The Chief Executive
and some of the Directors are also provided with telephones at their residences.

For year ended For nine months
June 30, ended June 30,
2006 2005
CAPACITY AND PRODUCTION Rupees Rupees
Yarn
Number of spindles installed 33,120 17,640
Number of spindles worked 33,120 17,640
Number of shifts worked 1,091 821
Installed capacity after conversion
into 20's count (1095 shifts) Kgs 11,780,573 4,341,054
Actual production of yarn after
conversion into 20's count Kgs 10,855,388 4,177,831
Fabric
Number of looms installed 112 103
Number of looms worked 112 103
Installed capacity after Sq. mtrs 19,124,958 13,922,659
conversion into 60 picks
Actual production of fabric after
conversion into 60 picks Sq. mtrs 17,672,296 13,953,409
The Company during the last period had installed 15,480 spindles making a total installed capacity of 33,120 spindles,
which started its trial production from May 01, 2005 in the last period and commercial production has started from
August 01, 2005 during current year.
It is difficult to describe precisely the production capacity in Spinning/ Weaving Mills since it fluctuates widely
depending on various factors such as count of yarn spun, spindles speed twist, the width and construction of fabric
woven etc. It also varies according to the pattern of production adopted in a particular year.
NUMBER OF EMPLOYEES Numbers
Average number of employees during the year/ period 817 795

DATE OF AUTHORIZATION

These financial statements were authorized forissue on ......................... by Board of Directors of the Company.

GENERAL
Figures
- in the financial statements have been rounded-off to the nearest rupee except stated otherwise.

RECLASSIFICATION

40.1 Following re classification / rearrangements have been made in the financial statements to give better

presentation

Previous classification Current classification

SALES - Net - SALES - Net Local - Trading goods (4,816,872)
COST OF SALES Raw materials sold (4,816,872) COST OF SALES Trading goods 4,738,788

Purchases 1,069,350,178 Purchases 1,064,611,390

CHAIRMAN CHIEF EXECUTIVE OFFICER DIRECTOR CFO
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