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DIRECTORS' REPORT

BEGIN IN THE NAME OF ALLAH
THE MOST GRACIOUS AND MERCIFUL

IF YE GIVE THANKS, | WILL GIVE YOU MORE (HOLY QURAN)

Dear Shareholder(s),

Annexed are the financial statements of your Company for the period ended March
31, 2008, These financial statements are being presented on an un-audited basis,
and in addition to the approval by the Board of Directors, have duly been endorsed by
the Audit Committee of the Board, Chief Executive Officer and the Chief Financial
Officer of the Company, as required by the Code of Corporate Governance Issued by
the Securities and Exchange Commission of Pakistan

Comparatively sales dropped by Rs. 243 Million. The selling prices of yarn also
declined sharply during the period which also caused decrease in margins

Majorfactors constituting to declining margin comparable with the last corresponding
period were raw material consumption which was increased by Rs. 35 M with same
production parameters, fuel and power cost increased by Rs. 15 M and financial
chargesincreased by Rs.6 M

The management is fully confident that the re-profiling, redesigning of financial
standing and financial charges reduction will have positive impact on cash flows and
profitability of your company.

The textile industry is facing a depressed operating environment. The lack of power
has already forced the closure of hundreds of thousands of textile factories since
December 2008, unemployment especially in this sector is already rising. The sector
is desperately looking forward to a comprehensive relief package announcement
fromthe government.
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o .3 DIRECTORS' REPORT

In conclusion, we bow, beg and pray to Almighty Allah, Rahman-o-Ar-Rahim, in the
name of our beloved Prophet Muhammad (peace be upon him) for the continued
showering of his blessings, guidance, strength, health, and prosperity to us, our
company, country and nation, and also pray to Aimighty Allah to bestow peace,
harmony. brotherhood, and unity in true islamic spirit to whole of the Muslim Ummah;
Ameen; SummaAmeen

LO-MY LORD IS INDEED HEARER OF PRAYER (HOLY QURAN)
For and on behalf of the board of Directors

i,

Dewan Muhammad Yousuf Farooqul
Chairman

Karachi: April 28, 2009
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CONDENSED INTERIM BALANCE SHEET
AS AT MARCH 31, 2009

UN-AUDITED AUDITED

EQUITY AND LIABILITIES gy AR ot
CAPITAL & RESERVES Wuposs in:Ve8)
Authorized
15,000,000 (2008: 15,000,000) Ordinary Shares of Rs. 10/- each 150,000 150.000
Issued. Subscribed and Paid-up Capital 56,825 56 826
General Reserve 135,000 135,000
Unrealized gain due to change in fair value of Investment - 94,785
Iimpalrment loss on Investment to be charged in future (note 5.1) (15.341) -
Reserve & Surplus {60.198 2,936
Shareholders Equity 116,286 289546
Long Term Loan - Secured - 4.000
Deferred Liabilities
Provision for Staff Geatulty 9.310 8,808
Deferrod taxation 42,311 39,353
51621 48,161
CURRENT LIABILITIES
Trade and Other Payables 336.984 227,909
Interest/ Profil/ Mark-up accrued on loans and other payabies 46,501 13,062
Short Term Borowings - Secured 395.246 374691
Currant portion of Long Term Loan 12,000 16,000
Provision for Income Tax 65,856 65,856
856,587 697 518
Contingencies and Commitments
1.024.4%94 1,039,225
ASSETS
NON.CURRENT ASSETS
Tangible Fixed Assets 295.049 290,075
Available for sale investment - at fair value 44 545 159,785
Long Term Deposits 73 73
CURRENT ASSETS
Stores, Spares and Loose Tools §.848 9,103
Stock-in-Trade 369,309 366,208
Trade Debts - Considered Good 188,973 107,543
Loans and Advances - Unsecured, Considered good 9.952 1061
Trade Daposts Propayments snd Stelutory Balances - Conzidered good 20199 21372
Olher Receivables - Unsecured, Considered good 20.698 4,240
Income Tax Refunds and Advances 60,959 59 592
Cash and Bank Balances 5,888 10,223
684,826 589,292
1,024 494 1,039,225

The annexed notes form an integral part of these condensed interim financial statements

Dertc el . e

Dewan Muhammad Yousuf Farooqui Dewan Abdul Baqi Farooqui
Chairman Chief Executive
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CONDENSED INTERIM PROFIT AND LOSS ACCOUNT (UN-AUDITED)
FOR THE QUARTER AND NINE MONTHS ENDED MARCH 31, 2009

January 01, January 01,

July 01.2008t0 July01. 200710 050 0 Mparch 2008 toMarch

March 31, 2009 March 31, 2008

31, 2009 31,2008
(Rupees in '000)
SALES - Net 607,326 850492 169,605 227697
COST OF SALES (572.800) {817,392 (161.167) (216,377)
GROSS PROFIT 34,526 33100 8438 11,320
atin Ses
Distribution Costs and Selling Expenses (16,499) (13823) (4,117) (4,018)|
Administrative and General Expenses (26,653) (23,376) (9.532) (8.053)
(43.152) (37.189) (13.649) (12071)
OPERATING LOSS (8,626) (4,099) (5.211) (751)
Finance Cost (46,437) (40.504) {10.555) (13.667)
(55.063) {44,603) (15.766) (14.418)
Adjustment on Impairment loss
on investrent (Note 5.1} (5.113) - (5.113) -
LOSS BEFORE TAXATION (60,176) (44.603) {20.879) (14418)
Taxation
. Current - (4.264) - (1.144)
- Deferred {2,958) (1,396) 737 (283)
(2.958) (5,660) 737 (1.437)
LOSS AFTER TAXATION (63.134) (50,263) (20.142) (15,855)
Loss Per Share - Basic (11.11) (8.85) {3.54) (2.79)

The annexed nctes form an integral part of these condensed infenim financial statements.

Dot el . e

Dewan Muhammad Yousuf Farooqui Dewan Abdul Baqi Farooqui
Chairman Chief Executive
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CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE NINE MONTHS ENDED MARCH 31, 2009

CASH FLOW FROM OPERATING ACTIVITIES
Loss before Taxation

Adjustment for Non-Cash and Cther items:
Depreciation
Adjustment on impaiment loss on investment (Note 5.1)
Provision for Gratuity
Financial Expenses

Working Capital Changes

(Increase) / Decrease in Current Assets
Stores, Spares and Loose Tools
Stock-in-Trade
Trade Debts
Loans and Advances
Trade deposits, Prepayments & Statutory balances
Other Receivables

Increase / (Decrease) in Current Liabilities
Trade and Other Payables
Short Term Borrowings

Taxes Refund/(Paid)-Net
Gratuity Paid

Net Cash Inflow’ (Outflow) from Operating Activities

CASH FLOW FROM INVESTING ACTIVITIES
Fixed Capital Expenditure
Net Cash Inflow/ (Outflow) from Investing Activities

CASH FLOW FROM FINANCING ACTIVITIES
Financial Expenses Paid
Long Term Loan Secured

Net Cash Inflow/ (Outflow) from Financing Activities

Net Increase / (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivaients at the Beginning
Cash and Cash Equivalents at the End

9 Months 9 Months
ended Mar 31,  ended Mar 31,
2009 2008
{Rupees in '000")
(60,176) 44,603)
15,335 13,187
5113 -
3,324 3372
46,437 40,503
70,209 57,072
10,033 12,469
255 (969)
(3.101), 206,759
(81,030) (21,898)
659 (2,118)
1.173 (2,870)
(16.458) (6,407)
109,075 (80,886)
20,555 (29,504 )
31,128 62,019
(1.368), (6,640)
2,822 (4,503)
4,190 (11,143)
36,971 63,345
(20.309) (8,526)
(20.309) (8,526)
(12,998) (39,741)
(8.000) (12,000)
(20,998) (51,741)
(4.336) 3,078
10,224 1,957
5588 5,035

The annexed notes form an integral part of these condensed intenim financial statements.

==

Dewan Abdul Baqi Farooqui
Chief Executive

by

Dewan Muhammad Yousuf Farooqui
Chairman

THIRD QUARTER REPORT 2009



CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY
UN-AUDITED
R THE NINE MONTHS ENDED MARCH 31, 2009

Impaiment loss
Unrealized gain/ on available foe
Share  Genersl (defictydueto  Un-appropriated  sale investment Total
Capital  Reserye Change in fair value Profit to be charged in
of Investment Jan-Dec 2008
Rupees in ‘000’
Balance as at July 01, 2007 56825 135,000 215552 102586 - 569,963
Net Loss for the period - - - (50.263) - |50.263)
Deficit due fo change in far value
ofinvestment -~ (46.205) - - 46.805)
Balance as at March 31, 2008 56825 135,000 208,747 52323 - 472 895
Balance as at July 01, 2008 56825 135,000 94785 293 - 289 546
Nel profit for e period - - - (63.134) (63.134)
Deficit due 1o impaiment in value
ofinvestmend - - (94.785) - (20454)  (115239)
mpaiment in vakue of swvesimenl
chapedio Proft & less AC (nota 1) = o - ® 5113 5113
Balance as at March 31, 2008 56,825 135000 - (60,198) (15,341) 116,286

The annexed notes form an integral part of these condensed interim financial statements

Dot el . e

Dewan Muhammad Yousuf Farooqui Dewan Abdul Baqi Farooqui
Chairman Chief Executive

——s
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3.2

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
(UN-AUDITED)

FOR THE NINE MONTHS ENDED MARCH 31, 2009

THE COMPANYAND ITS OPERATIONS

The Company is a public limited company incorporated in Pakistan under the
Companies Act 1913 (Now Companies Ordinance, 1984) and is listed on the
Karachi and Lahore Stock Exchanges. The principal activity of the Company is
manufacturingand sale of yarn.

BASIS OF PREPARATIONS

2.1, These condensed interim financial statements of the company are for the nine
months period ended March 31, 2009 have been prepared in accordance with
the requirements of International Accounting Standard 34 (IAS 34) "Interim
Financial Reporting™ and being submitted to the shareholders under section
section 245 of the Companies Ordinance 1984 and listing regulations of the
Karachiand Lahaore Stock Exchanges

2.2. These interim financial Statements comprises of the Balance Sheet as at
March 31, 2008 and the profit and loss account, Statement of Changes in
Equity and the cash flow statement for the nine months period ended March
31, 2009 These condensed interim financial statements also inciude the
profitand loss account for the quarter ended March 31, 2009.

2.3, These comparative Balance sheet presented in these condensed interim
financial Statements as June 30, 2008 has been extracted from the annual
audited financial Statements of the company forthe yearended June 30, 2008
whereas the items of comparative profit and loss account, Statement of
changes in equity and cash flow statement are for the nine months period
ended March 31, 2008. The comparative profit and loss account for the
quarter ended March 31, 2008 is also included in these condensed interim
financial statement

ACCOUNTING POLICIES

The accounting policies and methods of computations followed in the
preparation of these condensed interim financial statements are the same as
those applied in the preparation of the last published annual financial
statements for the year ended June 30, 2008.

MCB Bank Limited has filed a suit in Hon'able High Court of Sindh at Karachi
for recovery of outstanding liabilities. The hearing of the case was fixed on
February 26, 2009 which has been adjourned to the next date to be
announced by the Hon'able Court. The management of the company is confident
that the matter will be resolved affirmatively. However the company is under
negotiation with all banks/ financial institutions for reprofiling and restructuring of
its existing debts including MCB Bank Limited.

There is no significant change in Contingencies and Commitments during the
period

THIRD QUARTER REPORT 2009



5.1

5.2

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
(UN-AUDITED)

FOR THE NINE MONTHS ENDED MARCH 31, 2009

March 31, June 30,
) 2009 2008
AVAILABLE FOR SALE INVESTMENT - At fair value -
Rupees in '000"

In related party (associated company):
Shares in Dewan Salman Fibre Ltd. (Public, quoted company)
32,279,849 (June 30.2008: 32,279.849) Fully paid up
ordnary shares of Rs. 10/- each. 65,000 65,000
S urplus on revaluation of investment 94,785
Less: Impairment in value of investment- charged directly in equity ~ (15.341) =

: Imparment in value of investment- charged Profit & Loss (5.113) =

44 548 159,785
—_— —_—
Market value (Rupees per share) 138 4.95

Impairment in value of available for sale investment has been taken directly to
equity as per relaxation provided by Securities & Exchange Commission of
Pakistan vide its notification SRO 150(/)/2009 dated February 13, 2009. The
aforesaid treatement is against the requirements of International Accounting
Standard 39 'Financial Instruments - Recognition and Measurement (|AS-39). IAS
- 39 requires that any impairment in value of available for sale financial assets
should be recognzed in profitand loss accountfor the period, Had the treatmentin
accordance with IAS-39 been made, the loss for the period would have been
higher by Rs.15.341 mullien. The said impairment loss including any adjustment /
effect for the price movements during the quarter of calender year 2009 will be
taken to Profit and Loss Account on quarterly basis during the calender year
ending on 31-12-2009, During the current quarter the Company charged 5.113
Million in Profit & Loss Account.

The market price of associated company’s share wherein company has
investment shows increasing trend from the date of balance sheet to the date the
financial statements were authorized for issue. The market price of DSFL's share
as of April 28, 2009 (ie. the date on which the financial statements were
authorised for issue) is Rs.1.48 pershare.

FINANCIAL CHARGES
Financial Charges on borrowing subject to restructuring have been provided for
the peried January 01, 2009 to till March 31, 2009 which is in accordance with the

proposal.

TRANSACTIONS WITH RELATED PARTIES
Transaction with associated companies dunng the period were purchases
amounting to Rs. 411 119 million and Salesamounting to Rs. 138.225 million,
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