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IS ON

To be recognized internationally
and locally as dynamic,

quality conscious

and ever progressive

Textile Product manufacturer

in the Textile Industry

of Pakistan

Mahmood Group is committed to:

A

* Be ethical in its practices.

* Excel through continuous improvement
by adopting most modernized
technology in production.

* Operate through professional €&am
work.

* Retain our position as leaders and
innovators in the Textile Industry.

UOISSI

» Achieve Excellence in the quality of
our product.

* Be a part of country's economic
development and social Prosperity

Annual Report 2012 .



Notice Of Annual General Meeting

Notice is herebygiven that42™ Annual GeneralMeeting of the Companywill be held on Monday, 31* October, 2012,
at11.00 A.M., atits RegisteredDffice, Mehr Manzil, O/s Lohari Gate,Multan to transactthe following business:

1. To confirm the Minutes of Annual GeneralMeeting held on 31* October, 2011.

2. To receive considerand adopt the Audited Accountsfor the yearended 30" June,2012 togetherwith Director's
and Auditor's Reportsthereon.

3. To approve paymentof CashDividend @100 % (Rs.10per ordinary Shareof Rs.10/- each)for the yearended
30" June 2012 asrecommendedby the Boardof Directors.

4., To appoint Auditors for the year 2012 - 2013 and to fix their remuneration. The present Auditors
M/s. Hameed Chaudhri & Company, CharteredAccountants,Lahorebeing eligible have offered themselvesfor
re-appointment.

5. To transactany other businesswith the permissionof the Chair.

by orderof the board of directors
Sd/-
Ghulam Mohayuddin
Company Secretary
Multan.

Date: 06" October, 2012.

Notes:-

i)

i)

ii)

iv)

The ShareTransferBooks of the Company will remain Closed from 20" October to 31% October, 2012 (Both
daysinclusive).

A Memberentitled to attendand vote atthe meetingmay appoint anotherMember of the Companyasaproxy to
attend and vote instead of him/her. Proxy Form duly completed should reach the RegisteredOffice of the
Companyatleast48 hoursbeforethe time of Meeting.

Any individual beneficial owner of CDC entitled to attend and vote at this Meeting mustbring his/her CNIC or
PassportRepresentativeof CorporateMember should bring the usualdocumentsrequired for suchpurpose.

Membersarerequestedto notify immediately any Changein their addresses.
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Directors' Report 1o The Shareholders

In The Name Of Allah, The Most Beneficent,
The Most Merciful

The Directors are pleased to welcome you on the 42nd
Annual General Meeting and place before you Annual
Report along with Audited Financial Statementsof the
Companycomprising BalanceSheet Profit& LossAccount,
CashFlow Statementand Statemeniof Changesin Equityfor
theyearendedJune30, 2012. Reportalsocoverscomments
on financial performance highlighting key areas and
business challenges along with corporate social
achievements.

EconomyReview

Presently theEuro zonecrisis remainsthe biggestthreat to
global growth in the outlook period. America and China
are major players of the world whose economic
performance also witnessed slow pace in recent years.
Many countries in Euro Zone and China are important
trading partnersof Pakistanand untoward developmentsin
these countries have substantial negative impact on our
exportand foreign direct investmentinto Pakistan.

Like other countries of world, Pakistan faced serious
economic and Political Instabilities. During the year under
review non-availability of gasand electricity to industry,
persistent increase in international oil prices and
substantial increase in public debt also affected Pakistan
economy. Moreover poor law and order scenario in the
country is further aggravatingthe situation. Accordingly,
economic performance of Pakistanin terms of GDP was
lowered down to 3.67% againstrevisedtargeted growth of
4.2%.

Industry Review

Pakistan's textile industry is going through different
challenges and threats, problems are continuously
multiplying and no roadmap has been built which can
help to run this industry smoothly and effectively.

Itis needlessto mention that textile industry is contributing
overwhelmingly towards economic fronts of the country;
about 60% of total foreign exchangeis earnedthrough this
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industry. It is Governmentsduty to provide utilities, basic
infrastructure and good environment so that textile
industry can perform at optimum level.

The existing utility mechanism is hurting the industry all
the times in many ways like severe load-shedding,
continuous increase in prices of utility, failing to give
priority to this industry in load shedding managementand
poor distribution networks etc. Other competitive
exporting countries are providing utility to exporters at
nominal pricesbut in Pakistanutility is becoming costly.

Due to such dramatic situation the capability of
competitivenessof this industry in international market is
affected badly. In addition, double digit inflation and high
cost of financing has seriously affected the growth in the
textile industry. Presentlymany textile units areworking in
two shifts instead ofthree shiftsdue to electricity/gas shut-
downs, which have deprived numerous people of their
jobs.

It is submitted with great concern that due to these
circumstances and unfriendly business environment
businessmenare thinking of investing in countries with
better situation with regardsto law and order and other
facilities. Having said that the energy situation overall in
Pakistan's neighboring countries is not that favorable
either but because of better and intelligent government
policies the industries, specially textiles, remain in a much
bettercondition. Thisyearthe Pakistangovernmentoverall
has been better as compared to the previous year in
understandingthis concern and giving preferenceto textile
industry but still the situation keepsgettingworse.

However measuresto minimize enemy and gasshutdowns
are also strongly needed to boost the sector and most
importantly more new investment to generate
employment, a dire need of this country.

BusinessReview

Mahmood textile Mills Ltd is a Company listed on Karachi
Stock Exchange with operating capacity of 104,976
installed spindles, 100 installed looms and 9 generators
with power generation capacity of 19 Mega Watts. During
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which also impacted volume of businessof the company

along with profit margin. However we sustainedin highly

competitive international market and managed overall

businessaffairs positively. The 1st Quarter of the year was

tough period for textile industry, the prices of yarn

suddenly decreasedmanifold, which created difficulty for

survival of textile industry. A substantial hit was taken for

cotton imported at higher prices but management decided
to honour the contracts as what goes around comes
around.

Accordingly profit margin of current year declined
significantly. However Board of Directors took it as a
challenge, worked on the product mix and continued its
effortstowards achieving satisfactoryresultsfor the year by
exploring new marketopportunities around the globe.

Objective of managementis to provide quality productsto
customers and explore new markets to promote/expand
sales ofthe Companythrough good governance andfoster
a sound and dynamic team, so as to achieve optimum
prices of products of the Company for sustainable and
equitable growth and prosperity of the Company. Major
portion of export of the Company is being done through
China, Japan, Turkey, Europe and management does its
planning keeping in view the future economy moves of
such countries, and overall consumption of textile
products around the world, to accomplish objectives
successfully

Resouce Management

The Company's objectives when managing resources are
to safeguardand utilize the Company's assetsin the best
way in order to provide saferreturnsfor shareholdersand
benefits for other stakeholdersand to maintain an optimal
capital structureto reduce the cost of capital. According to
the financial policy substantialportion of profit for the year
is transferredto general reservesand retained earnings so
that company possessound financial position to meetany
adversesituation.

The financial parametersare regularly reviewed to comply
with prudential regulations and standard financial ratios.
The company is earning satisfactoryprofit every year and
possesses stronfinancial stability in respectof Equity and
liquidity position.

During the year our Executives have attended various
conferenceson enemy savingsand shaping of the world's
cotton industry, whose implementation measuresare in
process.

EnterpriseResouce Planning

The company is using tailor made ERPSoftwareand during
the year startedimplementation of Production module in
the spinning and further in weaving, this will help
managementhave a much better reporting and control on
production.
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RISKManhagement

On continuous basis the Company analysescurrent and
future risks be it operational or financial and updates
strategiego mitigate theserisks.

Financial risk may include foreign currency risk (which
Pakistanexpected to have 8% to 10% devaluation every
year), Interest rate risk, credit risk, liquidity risk or other
price risk. Theserisks are reviewed by Finance Executives
having strong knowledge base of Financial Market and
who further get help and opinion of professionalsitting in
the marketand feeling the pulse of it.

Depending upon magnitude of occurrence, thesefinancial
risks are being well managed by the Company by using
risk managementtools like Forward ExchangeContractsto
cover foreign currency risk and Swapscontractsto manage
interestraterisksetc.

Operational risk is the risk that is not inherent in financial,
systematicor market-wide risk which may arise from the
people, systemsand processesfailures and theserisks are
also being reviewed and managedas per policies devised
by Board of Directors for managementof suchrisks.

Financial and Operating Results
Highlights

With the blessing and grace of ALMIGHTY ALLAH the
Company during the year earned net profit after tax of Rs.
474.653 Millions for the year ended 30 June2012 against
Rs.1,122.77 Millions net profit aftertax for the year ended
30 June2011.

Earning per share decreasedto Rs.31.64 in the current
year from Rs. 74.85 earned in the previous year The
reasons for decreasein profit have been stated in the
aforementionedparas.

The operating results along with appropriations are
summarizedasunder:-
For the Year ended

June 30, June 30,

2012 2011

............. Rupees .............
2,675,387,417| | 2,802,379,474
11,470,146,243| (12,295,957,778

14,145,533,660 15,098,337,252
1,656,421,510 2,227,526,901
632,675,377 1,275,196,405

Profit after taxation 474,653,358 1,122,773,617

Unappropriated profit B/F 3,065,369,362 2,092,595,745
Proposed cash dividends  (150,000,000) (150,000,000)
Rs.10 per share (201
@10 per share)

Balance retained earning 3,390,022,720

31.64

Description

Local Sales - Net
Exports - Net

Total Sales

Gross Profit

Profit before tax

3,065,369,362
74.85

Earning per share

Annual Report 2012 7
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Capital Investment

It is a part of Company's strategic policy to review
technical aspects regularlywe emphasizeto run our plant
with most modern techniques, BMR and expansion is
made to Caterthe need of our valued customersand to get
quality production in economical way. Thisyear Company
has made investment of Rs. 331.43 million to upgrade
existing Plantand Machinery of Spinning business.

Human Excellence

Human resource management is an important
managementunit being part of the organization strategy
which we believe plays a vital role in organizational
success.Due consideration is given by the company to
Human Assets.The Company provides friendly working
environment, bestsalary structure, incentives and benefits
to employees.Hence employee turnover is very low in our
Organization. Health and safety policies arealso regularly
reviewed and updated by the Company for safeworking of
employees.

We stand by the core ethical and moral values and
therefore we do not discriminate on the basis of religion,
race, sexor disability in the processof recruitment, training
and career development. Online job portal option has
been activated on official website of the company which
enhances easyaccess forthe right candidates toapply. All
employees on regular basis are made to attend training
sessionboth in house and out sourced which not only
increasestheir capabilities but alsorefresheghem.

Corporate Social Responsibility

We arefully committed in helping the deservingpeople for
education and social uplift. Mahmood Textile Mills Itd
considers its moral duty to invest and work for the
betterment of the community and the environment in
which it is growing.

During the year, Company donated Millions rupees to
different charitable Organizationsand Trusts.

The company is in the processof constructing a school
within the premises ofthe factory area. Thisschool will be
able to occupy 300 children and negotiationshave already
been finalized with a well-known organization to run this
school with bestquality education.

For the community development the rural areawhere the
mills are located the company is running almost 3 schools
and planning to increaseit further.

Dividend Payaout

According to Dividend pay out strategythe management
wish to pay good return to the shareholders of the
Company keeping in view profitability for the year. Board
hasrecommendedto pay cashdividend @Rs.10 per share

8 Mahmood Textile Mills Ltd.

this year, which will be put up in the Annual General
Meeting for final approval.

Future Outlook

The cotton production in Pakistanis expected to be 15-
20% more than lastyear and Indian crop is expectedto be
less by 7-8%. China has enough reservesto fill in any
drasticgapin demandand supply and US crop is expected
to be lesserthan lastyear.

Pima crop is expected to be 7-8% lessthan last year but
over all long staple cotton in the world should be more or
lessthe same.

Basedon above facts and experience of saletrendsin last
few yearsand the predictable yet range bound fluctuation
of NY cotton futures, this year seemsto be fairly stablein
terms of pricing, quantity and margins. The cotton pricing
for the new seasonis still ranging in Pakistan at Rs
5500/maund with 5% deviation, similarly yarn and fabric
also remain stable but with constant margins. The
imported cotton which is about 7% of total consumption
for now is targetedto go upto 15% with the BMR expected
/ done in the year 2012-13. Overall the company having
adequateresourcesis preparedfor any upsand downs.

Patternof Shareholding

Patternof shareholding is annexed and details have been
submitted according to the requirement of Code of
Corporate, Governanceand Section 236 of the Companies
Ordinance 1984.

Auditors

The present Auditors M/S Hameed Chaudhri & Co,
CharteredAccountantsretire and being eligible offersthem
for reappointmentfor the yearending June30, 2013.

Compliance With The Code of
Corporate Governance

The requirements of the Code of Corporate Governance
setout by the Karachi Stock Exchangein its listing Rules,
relevantfor the yearended 30th June2012 have beenduly
complied with. A statementto this effect is annexed with
the report.

The variousinformation and statements asequired by the
Codearegiven below:-

a) The Company has maintained proper books of
accountsfor the yearended June30, 2012.

b) Financial statementpreparedby the managementof the
Company presentfairly It's stateof affairs,the resultsof
its operations,cashflow and changesin equity.

¢) The board ofdirectors execised its powersand carried



d)

e)

9)

h)

)

k)

UuLl IS Huuliadly uuues wiltl a SElse Ul ubjecuve
judgment and independence inthe bestinterests ofthe
company.

All significant issuesand significant mattersincluding

budgets, annual businessplan, cash flow projections,
internal audit reports, quarterly financial statements
etc. reported during the yearwere keenly reviewed and
Board of Directors successfully implemented all

corrective measures.

Appropriate accounting policies have consistently
beenapplied in preparation of financial statement.

International Accounting Standards, as applicable in
Pakistanhave beenfollowed in preparation of financial
statements.The systemof internal control is sound in
design and has been effectively implemented and
monitored. The process of review will continue and
any weaknessesn control will be overcome.

The company is confident to continue as a progressive
concern.

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

Keyfinancial datafor lastsix yearsis annexed.

There are no outstanding statutory payments due on
account of taxes, duties, and charges except for those
discussedin the financial statements.

During the year, thereis no trade reportedin the shares
of the company, carried out by Directors, CEO, and

CFO. Company Secretaryand their spousesand minor

children.

Audit Committee has been establishedand is working

satisfactorily.

m) The requirements of code of corporate governance

2012 relating to number of executive , non executive
and independent directors will be metin next election
of board which will be held in 2014.

J-I: " jll,-‘ > r
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ACKnowledagment

At the end the Directors wish to place on record their
sincere appreciations for the Company's employeesat all
levels for their dedicated efforts and efficiency. They also
wish to put on record their thanksfor the co-operation and
support extended by the shareholders, the Company's
banks, Customersand Suppliersof the Company and hope
their wholehearted supportwill continue in future with the
samespirit and zeal.

Forand on behalf of the board

Sd/-
(KhawajaMuhammad Masood)

Chairman
Multan

Dated: 05 October, 2012

Annual Report 2012 9



Performance Review

Graphical Presentation
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Balance Sheet - Six ¥ars Horizontal Analysis

ASSETS
Non-current assets

Property, plant and equipment
Long term investments
Deposit for shares

Long term deposits

Long term loan

Current assets

Stores, spares and loose tools
Stock-in-trade

Trade debts

Short term Investments

Loans and advances

Other receivables

Tax refunds due from the Governmen
Cash and bank balances

Total assets

EQUITY AND LIABILITIES
Capital and reserves
Authorised capital

30,000,000 ordinary shares of Rs.10 each

Issued, subscribed and paid-up capital
Capital reserve
Unappropriated profit
Liabilities

Non-current liabilities
Long term financing
Deferred taxation
Current liabilities

Trade and other payables
Accrued mark-up

Short term borrowings

Current maturity of long tem financing
Taxation

Total liabilities

Total equity and liabilities

2012 [ 2011 2010 2009 2008 2007

Rupees Yoage Rupees Yoage Rupees Yoage Rupees Yoage Rupees Yoage Rupees Yoage
2,425,654,697 | 105.57%|  2,297,580,329 | 129.51%|  1,774,030,933 | 108.68%| 1,632,292,921 | 92.96%| 1,755924,188 | 101.16%| 1,735,708,078 | 100.00%
921,086,939 | 109.82% 838,716,214 | 326.78% 256,658,405 | 75.85% 338,387,900 | 123.90% 273,105,921 | 108.05% 252,768,148 | 100.00%
- 0.00%] - | 100.00% 302,500,000 | 100.00% - 0.00% 0.00% - | 100.00%
44,213,191 104.51% 42,304,359 | 653.03% 6,478,119 | 100.00%| 6,478,119 | 167.56% 3,866,043 | 99.36% 3,891,043 | 100.00%
0.00%] 100.00% 2,100,000 | 100.00%| 0.00% 0.00% - | 100.00%
3,390,954,827 106.68%  3,178,600,902 135.74%  2,341,767,457 118.44%  1,977,158940  97.26%  2,032,896,152 102.03%  1,992,367,269 100.00%
139,743,809 | 107.30% 130,236,873 | 117.07% 111,245,589 | 95.55% 116,426,182 | 70.07% 166,162,912 | 163.16% 101,838,606 | 100.00%
2,244,874,684| 90.93%|  2,468,738,851 | 150.30%|  1,642,559,568 | 113.77%|  1,443,806,234 | 87.66%| 1,646,958,926 | 145.73%| 1,130,147,435 | 100.00%
693,220,778 | 114.20% 607,042,675 | 144.35% 420,537,757 | 108.50% 387,579,261 | 266.69% 145,330,859 | 149.46% 97,238,436 | 100.00%
0.00%] 100.00% 269,407,993 | 102.72% 262,280,190 | 153.90% 170,420,643 | 100.00% 100.00%
132,340,944 | 181.00% 73,115,962 | 203.58% 35,915,979 | 66.77%) 53,794,147 | 55.29% 97,294,991 | 33.49% 290,499,002 | 100.00%
153,642,441 | 140.21% 109,581,603 | 121.75% 90,002,216 | 84.44% 106,585,076 | 189.39% 56,278,559 | 73.18% 76,907,185 | 100.00%
193,224,817 | 120.66% 160,142,904 | 182.14% 87,922,613 | 142.94% 61,511,567 | 196.21% 31,350,252 | 296.63% 10,568,982 | 100.00%
9,118,046 | 78.90%) 11,556,330 | 75.24% 15,358,305 | 166.46% 9,226,439 | 121.22% 7,611,631 | 22.18% 34,315,247 | 100.00%
3,566,165,519 100.16%  3,560,415,198 133.20%  2,672,950,020 109.49%  2,441,209,096 105.16%  2,321,408,773 133.30%  1,741,514,893 100.00%
6,957,120,346 103.24%__ 6,739,016,100 134.38% __ 5014,717,477 113.50% __ 4,418,368,036 101.47% __ 4,354,304,925 116.62% _ 3,733,882,162 100.00%

300,000,000 300,000,000 300,000,000 300,000,000 300,000,000 300,000,000

150,000,000 | 100.00% 150,000,000 | 100.00% 150,000,000 | 150.23% 99,849,890 | 100.00% 99,849,890 | 100.00% 99,849,890 | 100.00%
7,120,600 | 100.00%| 7,120,600 | 100.00% 7,120,600 | 100.00% 7,120,600 | 100.00% 7,120,600 | 100.00% 7,120,600 | 100.00%
3,450,677,720 110.39%[__3,126,024,362 | 149.39%|  2,092,595,745| 130.42%| _ 1,604,486,021 | 101.92%| 1,574,270,731 | 99.23%|__1,586,563,478 | 100.00%
3,607,798,320 109.89%  3,283,144962 145.94%  2,249,716,345 131.45%  1,711,456,511 101.80%  1,681,241,221  99.27%  1,693,533,968 100.00%
829,929,547 | 84.10% 986,893,077 | 143.32% 688,597,010 | 115.72% 595,030,192 | 90.70% 656,022,181 | 109.04% 601,618,507 | 100.00%
115,243,874 | 100.00% 115,243,874 | 95.58% 120,573,000 | 86.29% 139,723,932 | 150.99% 92,536,734 | 145.74% 63,496,387 | 100.00%
945,173,421 85.76%  1,102,136,951 136.21% 809,170,010 110.13% 734,754,124 98.16% 748,558,915  112.55% 665,114,894 100.00%
865,993,322 | 113.53% 762,792,390 | 221.18% 344,875,039 | 136.01% 253,561,948 | 144.29% 175,725,155 | 92.27% 190,449,262 | 100.00%
82,056,308 | 90.08% 91,089,983 | 146.09% 62,353,293 | 67.37% 92,557,299 | 215.30% 42,989,299 | 161.07% 26,689,180 | 100.00%
1,041,514,579 | 93.64%| 1,112,301,714| 85.62%| 1,299,103,549 | 87.07%| 1,492,049,444 | 96.27%| 1,549,880,031 | 150.36%|  1,030,769,598 | 100.00%
266,584,396 | 115.63% 230,550,100 | 140.15% 164,499,241 | 164.01% 100,297,408 | 78.55% 127,693,166 | 133.59% 95,583,307 | 100.00%
148,000,000 | 94.27% 157,000,000 | 184.71% 85,000,000 | 252.29% 33,691,302 | 119.40% 28,217,138 | 69.52% 40,590,905 | 100.00%
2,404,148,605 102.14%  2,353,734,187 120.34%  1,955831,122  99.17%  1,972,157,401 102.48%  1,924,504,789 139.05%  1,384,082,252 100.00%
3,349,322,026  96.92%  3,455871,138 124.99%  2,765,001,132 102.15%  2,706,911,525 101.27%  2,673,063,704 130.44%  2,049,197,146 100.00%
6,957,120,346  103.24% _ 6,739,016,100 134.38% _ 5,014,717,477 113.50% __ 4,418,368,036 101.47% __ 4,354,304,925 116.34% _ 3,742,731,114 100%
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Balance Sheet - Six &ars \értical Analysis

ASSETS
Non-current assets

Property, plant and equipment
Long term investments
Deposit for shares

Long term deposits

Long term loan

Current assets

Stores, spares and loose tools
Stock-in-trade

Trade debts

Short term Investments

Loans and advances

Other receivables

Tax refunds due from the Govemment
Cash and bank balances

Total assets

EQUITY AND LIABILITIES
Capital and reserves
Authorised capital

30,000,000 ordinary shares of Rs.10 each

Issued, subscribed and paid-up capital
Capital reserve
Unappropriated profit
Liabilities

Non-current liabilities
Long term financing
Deferred taxation
Current liabilities

Trade and other payables
Accrued mark-up

Short term borrowings

Current maturity of long term financing
Taxation

Total liabilities

Total equity and liabilities

2012 2011 [ 2010 2009 2008 2007

Rupees Yoage Rupees Yoage Rupees Y%age Rupees Yage Rupees Yoage Rupees Yoage
2,425,654,697 | 34.87%| 2,297,580,329 | 34.09% 1,774,030,933 35%| 1,632,292,921 | 36.94% 1,755924,188 | 40.33% 1,735,708,078 | 46.49%
921,086,939 | 13.24% 838,716,214 | 12.45% 256,658,405 5% 338,387,900 7.66% 273,105,921 6.27% 252,768,148 6.77%
- 0.00%: - 0.00% 302,500,000 6% - 0.00% - 0.00% - 0.00%
44,213,191 0.64% 42,304,359 0.63% 6,478,119 0%] 6,478,119 0.15% 3,866,043 0.09% 3,891,043 0.10%
- 0.00%: - 0.00% 2,100,000 0%] - 0.00% - 0.00% - 0.00%
3,390,954,827 48.74%  3,178,600,902 47.17% 2,341,767 ,457 47%  1977,158940  44.75%  2,032,896,152  46.69%  1992,367,269  53.36%
139,743,809 |  2.01% 130,236,873 |  1.93% 111,245,589 2% 116,426,182 |  2.64% 166,162,912 |  3.82% 101,838,606 |  2.73%
2,244,874,684| 32.27%| 2,468,738,851 | 36.63% 1,642,559,568 33%| 1,443,806,234 | 32.68% 1,646,958,926 | 37.82% 1,130,147,435 | 30.27%
693,220,778 9.96% 607,042,675 9.01% 420,537,757 8% 387,579,261 8.77% 145,330,859 3.34% 97,238,436 2.60%
- 0.00%: - 0.00% 269,407,993 5% 262,280,190 5.94% 170,420,643 3.91% 0.00%
132,340,944 1.90% 73,115,962 1.08% 35,915,979 1%| 53,794,147 1.22% 97,294,991 2.23% 290,499,002 7.78%
153,642,441 2.21% 109,581,603 1.63% 90,002,216 2%] 106,585,076 2.41% 56,278,559 1.29% 76,907,185 2.06%
193,224,817 2.78% 160,142,904 2.38% 87,922,613 2% 61,511,567 1.39% 31,350,252 0.72% 10,568,982 0.28%
9,118,046 0.13% 11,556,330 0.17% 15,358,305 0% 9,226,439 0.21% 7,611,631 0.17% 34,315,247 0.92%
3,566,165519  51.26%  3,560,415,198  52.83%  2,672,950,020 53%  2,441,209,09  55.25%  2,321,408,773 53.31%  1,741,514,893  46.64%
6,957,120,346 100%  6,739,016,100 100% _ 5,014,717,477 100%  4,418,368,036 100%  4,354,304,925 100%  3,733,882,162 100%

300,000,000 300,000,000 300,000,000 300,000,000 300,000,000 300,000,000

150,000,000  2.16% 150,000,000 | 2.23% 150,000,000 [ 2.99% 99,849,890 | 2.26% 99,849,890 | 2.29% 99,849,890 | 2.67%
7,120,600 0.10%: 7,120,600 0.11% 7,120,600 0.14% 7,120,600 0.16% 7,120,600 0.16% 7,120,600 0.19%
3,450,677,720| 49.60%|  3,126,024,362 | 46.39%|  2,092,595,745| 41.73%| 1,604,486,021 | 36.31% 1,574,270,731 | 36.15% 1,586,563,478 | 42.39%
3,607,798,320  51.86%  3,283,144,962  48.72%  2,249,716,345 44.86%  1,711,456,511  38.74% 1,681,241,221  38.61% 1,693,533,968  45.25%
829,929,547 | 11.93% 986,893,077 | 14.64% 688,597,010 | 13.73%] 595,030,192 | 13.47% 656,022,181 | 15.07% 601,618,507 | 16.07%
115,243,874 1.66% 115,243,874 1.71% 120,573,000 2.40% 139,723,932 3.16% 92,536,734 2.13% 63,496,387 1.70%
945,173,421 13.59%  1,102,136,951  16.35% 809,170,010 16.14% 734,754,124 16.63% 748,558,915 17.19% 665,114,894 17.77%
865,993,322 | 12.45% 762,792,390 | 11.32% 344,875,039 6.88%; 253,561,948 5.74% 175,725,155 4.04% 190,449,262 5.09%
82,056,308 1.18% 91,089,983 1.35% 62,353,293 1.24% 92,557,299 2.09% 42,989,299 0.99% 26,689,180 0.71%
1,041,514,579 | 14.97%| 1,112,301,714 | 16.51% 1,299,103,549 | 25.91%| 1,492,049,444 | 33.77% 1,549,880,031 | 35.59% 1,030,769,598 | 27.54%
266,584,396 3.83% 230,550,100 3.42% 164,499,241 3.28%; 100,297,408 2.27% 127,693,166 2.93% 95,583,307 2.55%
148,000,000 2.13% 157,000,000 2.33% 85,000,000 1.70% 33,691,302 0.76% 28,217,138 0.65% 40,590,905 1.08%
2,404,148,605 34.56%  2,353,734,187  34.93% 1,955,831,122 39.00%  1,972,157,401  44.64% 1,924,504,789  44.20% 1,384,082,252  36.98%
3,349,322,026  48.14%  3,455871,138  51.28%  2,765001,132 55.14%  2,706911,525 61.26%  2,673,063,704  61.39%  2,049,197,146  54.75%
6957,120,346  100%  6,739,016,100  100%  5014,717,477  100% 4418368036  100% 4354304925  100%  3742,731,114  100%
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rofit & Loss Account - Six Years Vertical Analysis
[ 2012 [ 2011 [ 2010 [ 2009 [ 2008 [ 2007

Rupees Yoage Rupees Yoage Rupees Yoage Rupees Yage Rupees Y%age Rupees Yage
Sales - Net 14,145533,660 100% 15,133 ,883,247 100% 8135551,381  100%  6,811,267,831  100%  5073,168,667  100%  4,583,350,069  100%
Cost of Sales 12,489,112,150  88.29% 12,870,810,351  85.05% 6,628,423,205 81.47% 5727024986 84.08%  4,478,253,669 88.27%  4,038,046,572 88.10%
Gross Profit 1656421510 11.71%  2,263,072,896  14.95% 1507,128,176  18.53% 1,084,242,845 15.92% 594914998 11.73% 545303497 11.90%
Distribution Cost 423,838,781 3.00%[ 446985160  2.95%| 269,380,932 | 3.31%| 227,972,445 | 3.35%[ 178321,913| 3.52%| 169,029,403 | 3.69%
Administrative Expenses 190,157,124 |  1.34%| 152472,118|  1.01%| 118,605,811 | 1.46% 80,472,843 | 1.18% 62,222,756 1.23% 54,443,705 | 1.19%
Other Operating Expenses 30,708,551 0.22% 82,436,033  0.54%| 190,141,321 | 2.34%|  276936,277 | 4.07% 92,381,565 |  1.82% 21,940,857 | 0.48%
Other Operating Income 218,662 0.002%| (23,263,965 -0.15% (4,129,294)[ -0.05%|  (23,681,740)| -0.35%|  (23,315,928)| -0.46%| (110,785,408)| -2.42%

644485794  4.56% 658,629,346  4.35%  573998,770  7.06% 561699825 8.25%  309610,306  6.10%  134,628557  2.94%
Profit from Operations TT1,011935,716  7.15%  1,604443,550  10.60% 933,129,406 11.47% 522,543,020 7.67% 285,304,692  5.62% 410,674,940  8.96%
Finance Cost 471,631,064 3.33%  482379,954  3.19%  340466,887  4.18% 381,249,583  5.60% 221,160,302  4.36% 190,691,630  4.16%

540304,652  3.82% 1,122,063,596  7.41% 592,662,519  7.28% 141293437  2.07% 64,144,390  1.26% 219,983,310  4.80%
Share of Profit of Associates 92370,725  0.65% 153,132,809  1.01% 53377,190  0.66% 4891 o,z;44 0.72% 18,570,982 0.37% 27,337,812 0.60%
Profit before Taxation T 632675377 4.47% 1,275196,405  8.43% 646,039,709  7.94% 190204281  2.79% 82715372 1.63% 247,321,122 5.40%
Taxation 158,022,019  1.12% 151,767,788  1.00% 67,839,919 0.83% 87,360,300  1.28% 55,068,163 1.09% 70,478,561  1.54%
Profit after Taxation T 474653358 3.36% 1,123,428617  7.42% 578199790 7.11% __ 102,843,981  1.51% 27,647,209 0.54% 176,842,561 3.86%

Profit & Loss Account

Six Years Horizontal Analysis

[ 2012 [ 2011 [ 2010 [ 2009 [ 2008 [ 2007 |

Rupees Y%age Rupees Y%oage Rupees Y%age Rupees Y%age Rupees Y%age Rupees Y%age

Sales - Net 14,145,533,660 93% 15,133,883,247  186% 8,135,551,381  119% 6,811,267,831  134%  5,073,168,667 111%  4,583,350,069  100%
Cost of Sales 12,489,112,150 97% 12,870,810,351 194% 6,628,423,205  116% 5,727,024,986  128%  4,478,253,669 111%  4,038,046,572  100%
Gross Profit 1,656,421,510 73% 2,263,072,896  150% 1,507,128,176  139% 1,084,242,845  182% 594,914,998  109% 545,303,497 100%
Distribution Cost 423,838,781 95% 446,985,160 | 166% 269,380,932 | 118% 227,972,445 128% 178,321,913 | 105% 169,029,403 | 100%
Administrative Expenses 190,157,124 | 125% 152,472,118 | 129% 118,605,811 [ 147% 80,472,843 129% 62,222,756 | 114% 54,443,705 | 100%
Other Operating Expenses 30,708,551 37% 82,436,033 43% 190,141,321 69% 276,936,277 | 300% 92,381,565 | 421% 21,940,857 | 100%
Other Operating Income (218,662) 1% (23,263,965)| 563% (4,129,294)  17% (23,681,740)| 102% (23,315,928)] 21% (110,785,408)[ 100%
644,485,794 98% 658,629,346 115% 573,998,770  102% 561,699,825 181% 309,610,306 230% 134,628,557  100%

Profit from Operations 1,011,935,716 63% 1,604,443,550  172% 933,129,406  179% 522,543,020  183% 285,304,692 69% 410,674,940  100%
Finance Cost 471,631,064 98% 482,379,954 142% 340,466,887 89% 381,249,583  172% 221,160,302 116% 190,691,630  100%
540,304,652 48% 1,122,063,596  189% 592,662,519  419% 141,293,437  220% 64,144,390 29% 219,983,310  100%

Share of Profit of Associates 92,370,725 60% 153,132,809  287% 53,377,190  109% 48,910,844  263% 18,570,982 68% 27,337,812 100%
Profit before Taxation 632,675,377 50% 1,275,196,405  197% 646,039,709  340% 190,204,281  230% 82,715,372 33% 247,321,122 100%
Taxation 158,022,019 104% 151,767,788  224% 67,839,919 78% 87,360,300  159% 55,068,163 78% 70,478,561  100%
Profit after Taxation 474,653,358 42% 1,123,428,617  194% 578,199,790  562% 102,843,981 372% 27,647,209 16% 176,842,561 100%

Annual Report 2012 13



an gy
MHRSOCD GROUF

Cash Flows Six ¥ars Summary

Cash & cash equivalents at beginning of the year
Net cash inflow / (outflow) from operating activities
Net cash inflow / (outflow) from investing activities
Net cash (outflow) inflow from financing activities

Net change in cash and cash equivalents

Cash & cash equivalents at end of the year

14 Mahmood Textile Mills Ltd.

[ 2012 [ 2011 [ 2010 [ 2009 [ 2008 2007
Rupees Rupees Rupees Rupees Rupees Rupees
11,556,330 15,358,305 9,226,439 7,611,631 8,848,952 7,584,259

1,181977,772 969,736,732 | 1,058,327,207 572,818,825 (160,036,676) 209,706,592

(362,229,678)

(822,186,378)

(607,533,372)

(366,005,335)

(606,476,315)

(445,719,026)

(78,329,642)

(202,173,281)

(324,469,503)

(492,874,375)| 360,972,636 116,027,604
(2,438,284) (3,801,975) 6,131,866 1,614,808  (1,237,321) 1,264,693
9,118,046 11,556,330 15,358,305 9,226,439 7,611,631 8,848,952




Statement of \alue Addition

2012 2011
Wealth Generated %age | Rs.in Million %age | Rs.in Million
ExportSales 18.442% 11,740.00 81.359% 12,331.00
Local Sales 18.55% 2,675.00 18.487% 2,802.00
Other Income 0.002% 0.22 0.153% 23.26
100% 14,415.22 100% 15,156.26
Wealth Distributed

Material and other cost 91.002% 12,758.95 87.390% 12,893.76
Employees/worker'semuneration& other benefits 1.318% 549.00 1.003% 503.00
Financecost 3.274% 472.00 3.187% 483.00
Govt. Taxation 1.096% 158.00 1.003% 152.00
Donations 0.016% 2.27 0.010% 1.50
Returnto shareholders 1.041% 150.00 0.990% 150.00
Retainedto profits 2.255% 325.00 6.420% 973.00
100% 14,415.22 100% 15,156.26

Wealth Distribution 2012 Wealth Distribution 201 1

Donations Return to Return to

Donations
0.010%

Shareholders
0.99%

Govt. Taxation

0.016% Shareholders o0 W
,./ﬁ 1.041% 1.003% \'.,_

Govt. Taxation
1.096%

- Finance cost,
Retained to 3.187%

profits

2.255%

Retained to
profits
6.420%

Finance cost
3.274%

Employee's Employee's
remunerations me- remunerations
and other and other "

benefits benefits

1.318% 1.003%

Material and
other costs
91.002%

Material and
other costs
87.390%
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Financial Ratios Analysis

| 2012 || 2011 || 2010 || 2009 || 2008 || 2007
Profitability Ratios
Return on Equity-% 13.16% 34% 26% 6% 2% 10%
Return on Capital employed-% 24% 40% 32% 23% 13% 19%
Gross Profit ratio-% 12% 15% 19% 16% 12% 12%
Net Profit to Sales-% 3.36% 7% 7% 2% 1% 4%
EBITDAMargin to Sales-% 9.10% 13% 14% 11% 9% 13%
Operating leverage ratio-Tmes 9.14 0.98 2.63 2.08 6.70 2
Liquidity Ratios
Current ratio 1.48 151 1.37 1.24 1.21 1.26
Quick / Acid test ratio 0.49 0.41 0.47 0.45 0.26 0.37
Cash to current Liabilities 0.004 0.005 0.008 0.005 0.004 0.006
Cash flow from Operations to Sales 0.094 0.119 0.139 0.090 -0.025 0.055
Activity / T urnover Ratios
Inventory turnover ratio 5.01 5.91 4 3.40 2.94 3.56
No. of Days in Inventory 73 62 91 107 124 103
Debtor turnover ratio 22 5 4 12 19 19
No. of Days in Receivables 17 78 87 31 19 19
Creditor turnover ratio 15.34 3.51 2.73 2.73 1.70 1.84
No. of Days in Creditors 24 104 134 133 215 198
Total Assets turnover ratio-imes 2.03 2.24 1.62 1.54 1.17 1.22
Fixed Assets turnover ratio-ifnes 5.83 6.57 4.59 4.17 2.89 2.64
Operating Cycle-Days 66 36 44 5 -72 =77
Investment / Market Ratios
Earnings per share (EPS) in Rupees 31.64 74.9 38.55 10.3 2.77 17.71
Price Earnings ratio 3.22 0.87 1.27 6.99 23.44 5.87
Price to Book ratio 0.22 0.14 0.15 0.16 0.28 0.28
Dividend Yield ratio 0.10 0.08 0.08 0.08 0.02 0.04
Dividend Payout ratio 32% 13% 16% 39% 54% 23%
Dividend Cover ratio-times 3.16 12.48 9.64 2.58 0.69 4.43
Break-up \alue per share - Rupees 241 219 150 171 163 168
Net assets per share 241 219 150 171 163 170
Market value per share 104 123 72 49 65 102
Capital Structure Ratios
Financial leverage ratio - Tmes 0.59 0.71 0.96 1.28 1.44 1.02
Debt to Equity ratio 19:81 23:77 23:77 26:74 29:71 26:64
Interest Cover ratio 2.22 3.55 2.78 1.97 3.05 19
Weighted average cost of debt 13% 9% 7% 8% 8% 9%
REMARKS:

Profitability Ratios
Overall profitability of the company hasdeclined in current year mainly due to suddendeline in cotton pricesinternationally and
low working dueto non availability of electricity and gas.

Liquidity Ratios
Companyremained successfulin maintaining liquidity ratiosduring the yearwhich shownsthatcompany can meetany short-term
obligation strongly.

Activity Ratios
Activity ratios were also strongly monitored by the managementand as result of this averagereceivable collection period was
improved.

Investment/Market Ratios
Inspite of significant decline in profit for the year, the company announced samedividend @10 per shareasof lastyearin line with
shareholders'expectations.

Capital Structure Ratios
Debt equity and Financial leveragewas also improved during the year asresult of successfulimplementation of financial policy
regardingcapital stucturemaintenanceby the Boardof Directors
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Profiles of the Directors

Mr. KhawajaMuhammad Masood
Chairman

He is founder of Mahmood Textile Mills Ltd which startedits operationsin 1971 and today is one of the Lamgest
exportersof yarn and fabric in Pakistanwith operating capacity of 104,976 spindlesand 100 looms asreported
in Annual Report2011.

Worthy Chairmanis actively involved in giving overall directions and chairing board meetingsheld periodically
sothat directors can discharge their responsibility to control the company's overall affairs, strategyand policy.
The Chairmanfinally give approval of all strategicdecisionsregardingCompany's expansion,modernization /
Innovation and investmentin diversified sectors.He also travelled abroad for our businessand aswell aswith
severalGovt. Delegations. He alsohad been presidentof Bahawalpur Chamberof Commerce and member of
Federationof PakistanChamberof Commerce & Industry.

Mr. KhawajaMuhammad Igbal

ChiefExecutiveOfficer

He asa Chief ExecutiveOfficer is actively involved in managingday to day operationsof Mahmood Textile Mills

Ltd under supervisionof Worthy Chairman. He is also handling financial, corporate and taxation mattersof the
Company. He is life member of Executive Committee of Federation of Pakistan Chamber of Commerce &

Industryand had been PresidentBahawalpur Chamberof Commerce & Industry, PresidentD.G. KhanChamber
of Commerce & Industryand Member Managing Committee, Multan Chamberof Commerce & Industry. He also
hassupervisedvarious convoys along with the trade delegation sentby the Governmentto abroad from time to

time. He is also Director in Askari LeasingCompany Limited. He also travelled abroad for businessproposes
with delegations.

Mr. KhawajaMuhammad llyas
Director

He as a Director of Mahmood Textile Mills Itd has vast experience in ginning businessand using his skills,
expertiseand talent to boost the businessof the Company. Apart from this, He being the Chairman of Audit
Committee has been ensuring existence and implementation of stronginternal controls over entire business
operationsof the internal audit function atthe Mahmood Textile Mills Limited and direct the policies, standards,
and procedureswhich will generally governthe Internal Audit Function and provide basisof explanationsand
judgments used in discharmging internal audit responsibility by Internal Audit Department. He also travelled
abroadseveraltimes.
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Mr. KhawajaMuhammad Younus
Director

He acting as Director and member of audit committee at Mahmood Textile Mills Ltd is actively involved in
managingspinning operationseffectively and efficiently. He is supervisingaffairsof Masood Spinning Mills Ltd,
one of the associatedcompany of Mahmood Textile Mills Limited and comprising capacity of 45,000 most
modern and Hi-tech spindles. He also directs the approval of designsand capacities, purchase/import of
machinery and salesand marketing of products. He also had been member of Executive Committee of the
Federationof PakistanChambersof Commerce & Industry, presidentof D. G. KhanChamberof Commerce &
Industry Dera Ghazi Khan, seniorVice Chairmanof Multan Dry PortTrustand ExecutiveMember of All Pakistan
Textile Mills Association for four years, Chairman of All Pakistan Bed Sheetsand Upholstery Association,
Chairman of Multan Education trust, member of Governing Body/ Teaching College of Bahauddin Zikarya
University and Chairman Punjab Social Security Health ManagementCompany ( Muzafargarh Hospital). He
alsotravelled abroadseveraltimes.

Mr. Jalal-ud-dinRoomi
Director

He asadirector of Mahmood Textile Mills is looking afterall affairsof the Companyincluding new venturesand
investments. He is also looking after entire activities with profound successof Roomi Fabrics limited and
Masood Fabricslimited which are associatedcompanies of Mahmood Textile Mills Limited and comprising
capacity of 450 state-of-artslooms. He also has a vast experience in leading different Government, Semi
Government and Public Limited Companies. He also had been Senior Member of All PakistanTextile Mills
Association, Presidentof Multan Chamber of Commerce & Industries, DG Khan Chamber of Commerce &
Industries and Bahawalpur Chamber of Com & Industries. Presentlyhe is chairman board managementof
Nishter Medical College and Allied Hospitals, Director in Askari Commercial Bank Limited and Pakistan
International Airline Corporation Limited.

Mr. Muhammad Muzafarlgbal
Director

He hasdone Mastersin BusinessAdministration with distinction and is controlling all operations of Weaving
businessunit of the Company through his unique skills, knowledge and experience of Weaving Business.This
Unit under his control and supervisionis one of the mosteffectiveand efficient producer of A gradequality fabric
in Pakistan.Weaving businessof the company is contributing substantiallyof total turnover of the Company by
exporting largershareto JapanHe alsotravelled abroadseveraltimes.
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Board Human Resouce Committee

Composition

KhawajaMuhammad Younus
Chairman

JalaluddinRoomi
Member

Muhammad Muzaffar Igbal
Member

Termsof Reference

The Committee makesrecommendationsto the Boardfor maintaining (i) asoundorganizational plan of the Company;,
(ii) an effective employee development programme and (iii) sound compensation and benefit plans, policies and
practices designedto attract and retain high caliber personnelfor effective managementof businesswith a view to
achievesaidobjectives.

The Terms of Referenceof the Board Human Resouce Committee include review and recommendations for the
Board'sapproval, mattersrelating to:

(i) Changesn organization, functions andrelationshipsaffectingmanagementpositions.
(i) Establishmenbf Human Resouce plansand procedures.
(iii) Determination of appropriatelimits of authority and approval proceduresfor personnelmatters.

(iv) Reviewof employeedevelopmentsystemand procedures,early identification and developmentof key personnel
and specific successiorplansfor seniormanagementpositions.

(v) Reviewandevaluationof compensationpolicies, practicesand procedures.
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Board Audit Committee

Composition
The Board Audit Committee is composed of the following Directors:

Khawaja Muhammad llyas
Chairman

Khawaja Muhammad Younus
Member

Muhammad Muzafar Igbal
Member

Terms of Reference

The Committee reviews the periodic financial statementsand examinesthe adequacy of financial policies and practicesto
ensurethat an efficient and strongsystemof internal control isin place. The Committee alsoreviewsthe audit reportsissued
by the Internal Audit Departmentand compliance statusof audit observations.

TheAudit Committeeis alsoresponsiblefor recommendingto the Board of Directors the appointment of externalauditorsby
the Company's shareholdersand considers any question of resignation or removal of external auditors, audit feesand

provision of any serviceto the Companyby its externalauditorsin addition to the audit of itsfinancial statements.

The Termsof Referenceof the Audit Committee are consistentwith those statedin the Code of Corporate Governance and
broadly include thefollowing:

(i) Reviewoftheinterim andannualfinancial statementsfthe Companyprior to approval by the Boardof Directors.

(i) Discussionswith the externalauditorsof major observationsarisingfrom interim and final audits;review of management
letterissuedby the externalauditorsand management'sresponsethereto.

(iif) Review of scope and extent of internal audit ensuring that the internal audit function has adequateresources and is
appropriately placed within the Company.

(iv) Ascertain adequacy and effectivenessof the internal control systemincluding financial and operational controls,
accounting systemand reporting structure.

(v) Determination of compliance with relevantstatutoryrequirementsand monitoring compliance with the bestpracticesof
corporategovernance.

(vi) Institutespecialprojectsor otherinvestigationson any mattersspecifiedby the Boardof Directors.

TheBoard Audit Committeemetfour (4)timesduring the yearwith anaverageparticipation of all members.
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Organazation Structure

CHAIRMAN

BOARD OF DIRECTORS

Executive Director

HR & Admin

IT & ERP

| Manager Accounts | |  Chief Auditor | | | | GMTaxation ||| IT/ERPManagers |
| Chief Accountant | | Auditor | | Secretary | | Assistant ||| Network Manager |
| Senior Accountant | | Deputy Sectretary | | Assistant IT/ ERP |

| Senior Accounts Ofﬁcerl

|

| Manager Imports |

| Assistant |

1

| GM Commercial |

| Purchase Manager |

| Purchase Assistant |

Export Yarn/Cloth

|  Export Manager |

| Assistant Manager |

| Assistant |

| Manager Marketing |

| Assistant Manager |

| Assistant |
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Satement Of Compliance With The Code Of Corporate Governance

This statementis being presentedto comply with the Code
of Corporate Governance Contained in Listing Regulation
No. 37 of the Karachi Stock Exchangefor the purpose of
establishinga framework of good governance, whereby a
listed Company is managedin compliance with the best
practicesof corporategovernance.

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

1.

10.

The Company encourages representation of
independent non-executive directors. At present
thereis no independentnon executive director in the
Board.

The directors have confirmed that none of them is
serving as a director in more than ten listed
Companiesincluding this Company.

All the resident directors of the Company are
registered as tax payers and none of them has
defaulted in payment of any loan to a banking
company,aDF1oranNBF1.

No casual vacancies were occurred in the Board
during theyear.

The Companyhasprepareda"Statemenbf Ethicsand
Business Practicesihich has been signedby all the
directorsand employeesof the Company.

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

All the powers of the Board have beenduly exercised
and decision on material transactions, including
appointment and determination of remunerationand
termsand conditions of employment of the CEOand
other executive directors, have been taken by the
Board.

The meeting of the Board were presided over by the
Chairman and the Board met at leastonce in every
quarter. Written notices of the Board meetings,along
with agenda, were circulated at least seven days
before the meetings. The minutes of the meetings
were appropriately recordedand circulated.

There were no new appointments of CFO, Company
Secretary or head of internal Audit Department
during theyear.

The Directors' Reportfor this year hasbeen prepared
in compliance with the requirementsof the Codeand
fully describesthe salientmattersrequiredto be.
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Multan:

Dated: 05 October, 2012

The financial statementof the Company were duly
endorsedby the CEOand the CFObeforeapproval by
the Board.

The directors, CEO and executivesdo not hold any
interest inthe sharesof the Company otherthan that
disclosedin the patternof share-holding.

The Company has complied with all the corporate
andfinancial reportingrequirementsof the Code.

The Board has formed an Audit Committee, which
comprisesof 3 members.

The meetings of the Audit Committee were held at
leastonce every quarter prior to approval of interim
and final resultsof the Company as required by the
Code. Theterms ofreference ofthe Committee have
been formulated and advised to the Committee for
compliance.

The Board has set-up an effective internal audit
function.

The statutory auditors of the Company have

confirmed that they have been given a satisfactory
rating under the quality control review programmeof

the Institute of Chartered Accountants of Pakistan
(ICAP) thatthey or any of the partnersof the firm, their

spousesand minor children do not hold sharesof the

Company and that the firm and all its partners are in
compliance with International Federation of

Accountants (IFAC) guidelines on code of ethics a

adoptedby ICAR

The statutoryauditors or the personsassociated with
them have not been appointed to provide other
service, except in accordance with the Listing
Regulations and the auditors have confirmed that
they haveobserved(IFA) guidelinesin thisregard.

We confirm that all other material
containedin the Code havebeencomplied.

principles

Forand on behalf of the Boardof Directors.

Sd/

Chairman
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Directors Attendance At Board Meetings

From July 1st 201 to June 30, 2012

Sr. No.

N o o ~ w Dd P

Name

KhawajaMuhammad Masood
KhawajaMuhammad Igbal
KhawajaMuhammad llyas
KhawajaMuhammad Younus
Jalal-ud-DinRoomi

Mrs. Mehr Fatima

Muhammad Muzaffarlgbal

Designation
Chairman
CEO
Director
Director
Director
Director

Director

Meeting Held

4

T . T S T S -

Meeting Attended
4

N . R T L )
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Review Report To The Members On Satement Of Compliance
With Best Practices Of The Code Of Corporate Governance

We have reviewed the Statementof Compliance with the best practices contained in the Code of Corporate
Governancepreparedby the Board of Directors of Mahmood Textile Mills Limited (the Company)to comply with the
ListingRegulationsof the KarachiStockExchangewhere the Companyis 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 extentwhere such compliance can be objectively verified, whether
the Statementof Compliance reflects the statusof the Company's compliance with the provisions of the Code of
Corporate Governanceand report if it doesnot. A review is limited primarily to inquiries of the Company personnel
andreview of variousdocumentspreparedby the Companyto comply with the Code.

As part of our audit of financial statementsve arerequired to obtain an understandingof the accounting and internal
control systemssufficient to plan the audit and develop an effective audit approach. We have not carried-out any
specialreview of the internal control systemto enable usto expressan opinion asto whetherthe Board'sstatementon
internal control coversall controls and the effectivenessof suchinternal controls.

Further, ListingRegulations of the KarachiStockExchangerequire the Companyto place beforethe board of directors
for their consideration and approval related party transactionsdistinguishing between transactionscarried out on
terms equivalent to those that prevaiin arm's length transactions and transactionsvhich are not executed at arm's
length price, recording proper justification for using such alternate pricing mechanism.Further, all such transactions
are also required to be separately placed before the audit committee. We are only required and have ensured
compliance of requirement to the extent of approval of the related party transactionsby the board of directors and
placement of such transactionsbefore the audit committee. We have not carried out any proceduresto determine
whethertherelatedparty transactionswere undertakenatarm'slength price or not.

Basedon our review, nothing hascome to our attention which causesusto believe that the Statementof Compliance
doesnot appropriately reflectthe Company'scompliance, in all material respectswith the bestpracticescontainedin
the Codeof CorporateGovernanceasapplicable to the Companyfor theyearended 30 June 2012.

Hameed Chaudhri & Co.,
Chartered Accountants.
Audit Engagement Partner Nafees ud din

Lahore:
Dated: 05 October, 2012
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Auditors' Report 1o The Members

We haveaudited the annexed balancesheet of MAHMOOD TEXTILEMILLS LIMITED(the Company)as at30 June,
2012 andtherelated profit and lossaccount, cashflow statementand statementof changesin equity togetherwith the
notes forming part thereof, for the year then ended and we state that we have obtained all the information and
explanationswhich, to the bestof our knowledge and belief, were necessaryfor the purposesof our audit.

It is the responsibility of the Company's managementto establishand maintain a systemof internal control, and
prepare and presentthe above said statementsin conformity with the approved accounting standardsand the
requirementsof the Companies Ordinance, 1984. Our responsibility is to expressan opinion on these statements
basedon our audit.

We conducted our audit in accordancewith the auditing standardsasapplicable in Pakistan.Thesestandardsrequire
thatwe plan and perform the audit to obtain reasonableassuranceabout whether the above said statementsare free of
any material misstatement.An audit includes examining, on a test basis, evidence supporting the amounts and
disclosuresin the above said statements.An audit also includes assessinghe accounting policies and significant
estimatesmade by management,as well as, evaluating the overall presentation of the above said statements.We
believe thatour audit providesareasonablebasisfor our opinion and, afterdue verification, we reportthat:

(& in our opinion, proper books of account have been kept by the Company asrequired by the Companies
Ordinance, 1984,

(b)  inour opinion:

(i)  the balance sheetand profit and loss account togetherwith the notesthereon have been drawn up in
conformity with the CompaniesOrdinance, 1984, and are in agreementwith the books of account and
arefurtherin accordancewith accounting policies consistentlyapplied;

(i)  theexpenditureincurred during the yearwasfor the purposeof the Company'sbusinessand

(i)  the businessconducted, investments made and the expenditure incurred during the year were in
accordancewith the objectsof the Company;

(c) in our opinion and to the bestof our information and according to the explanationsgiven to us, the balance
sheet,profit and lossaccount, cashflow statementand statementof changesin equity togetherwith the notes
forming part thereof conform with approved accounting standardsas applicable in Pakistan,and, give the
information required by the Companies Ordinance, 1984, in the mannerso required and respectivelygive a
true and fair view of the stateof the Company's affairsasat 30 June,2012 and of the profit, its cashflows and
changesin equity for theyearthenended;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.
Hameed Chaudhri & Co.,
Chartered Accountants.
Audit Engagement Partner Nafees ud din
Lahore:

Dated: 05 October, 2012
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BALANCE SHEET

AS AT 30 JUNE, 2012

2012 2011
Note Rupees Rupees
ASSETS
Non-current assets
Property, plant and equipment 7 2,425,654,697 2,297,580,329
Long term investments 8 921,086,939 838,716,214
Long term deposits 44,213,191 42,304,359
3,390,954,827 3,178,600,902
Current assets
Stores, spares and loose tools 9 139,743,809 130,236,873
Stock-in trade 10 2,244,874,684 2,468,738,851
Trade debts 11 693,220,778 607,042,675
Loans and advances 12 132,340,944 73,115,962
Other receivables 13 153,642,441 109,581,603
Tax refunds due from the Government 14 193,224,817 160,142,904
Cash and bank balances 15 9,118,046 11,556,330
3,566,165,519 3,560,415,198
Total assets 6,957,120,346 6,739,016,100
EQUITY AND LIABILITIES
Capital and reserves
Authorized capital
30,000,000 ordinary shares of Rs. 10 each 300,000,000 300,000,000
Issued, subscribed and paid-up capital 16 150,000,000 150,000,000
Capital reserve 7,120,600 7,120,600
Unappropriated profit 3,450,677,720 3,126,024,362
3,607,798,320 3,283,144,962
Liabilities
Non-current liabilities
Long term financing 17 829,929,547 986,893,077
Deferred taxation 18 115,243,874 115,243,874
945,173,421 1,102,136,951
Current liabilities
Trade and other payables 19 865,993,322 762,792,390
Accrued mark-up 20 82,056,308 91,089,983
Short term borrowings 21 1,041,514,579 1,112,301,714
Current maturity of long term financing 17 266,584,396 230,550,100
Taxation 22 148,000,000 157,000,000
2,404,148,605 2,353,734,187
Total liabilities 3,349,322,026 3,455,871,138
Total equity and liabilities 6,957,120,346 6,739,016,100
Contingencies and commitments 23

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

sd/- sd/-

sd/-

sd/-

(KH. MUHAMMAD MASOOQOD)
CHAIRMAN

(KH. MUHAMMAD IQBAL)
CHIEF EXECUTIVE OFFICER

(KH. MUHAMMAD YOUNUS)
DIRECDR

(MUHAMMAD AMIN P AL)
CHIEF FINANCIALOFFICER
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R HEROD GRCLF
FOR THE YEAR ENDED 30UNE 2012
2012 2011
Note Rupees Rupees
Sales - Net 24 14,145,533,660 15,133,883,247
Cost of Sales 25 12,489,112,150 12,870,810,351
Gross Profit 1,656,421,510 2,263,072,896
Distribution Cost 26 423,838,781 446,985,160
Administrative Expenses 27 190,157,124 152,472,118
Other Operating Expenses 28 30,708,551 82,436,033
Other Operating Income 29 (218,662) (23,263,965)
644,485,794 658,629,346
Profit from Operations 1,011,935,716 1,604,443,550
Finance Cost 30 471,631,064 482,379,954
540,304,652 1,122,063,596
Share of Profit of Associates 8 92,370,725 153,132,809
Profit before Taxation 632,675,377 1,275,196,405
Taxation
Current 22 148,000,000 157,000,000
Prior year 22 10,022,019 96,914
Deferred 18 0 (5,329,126)
158,022,019 151,767,788
Profit after Taxation 474,653,358 1,123,428,617
Other Comprehensive Income 0 0
Total Comprehensive Income 474,653,358 1,123,428,617
Earnings Per Share 31 31.64 74.90
The annexed notes form an integral part of these financial statements.
sd/- sd/- sd/- sd/-
(KH. MUHAMMAD MASOOD) (KH. MUHAMMAD IQBAL) (KH. MUHAMMAD YOUNUS) (MUHAMMAD AMIN P AL)

CHAIRMAN CHIEF EXECUTIVE OFFICER DIRECDR CHIEF FINANCIALOFFICER
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CASH FLOW SATEMENT

FOR THE YEAR ENDED 30UNE 2012

Cash flows from operating activities
Profit for the year - before taxation and share of profit of Associates
Adjustments for non-cash chages and other items:
Depreciation
(Gain) / Loss on sales of operating fixed assets - net
Gain on sale of shares
Return on bank deposits
Finance cost

2012
Rupees

540,304,652

242,377,894
(58,786)

0

(72,630)
471,631,064

2011
Rupees

1,122,063,596

214,017,316
377,778
(23,145,622)
(108,743)
482,379,954

Profit before working capital changes

Effect on cash flow due to working capital changes
(Increase) / decrease in current assets

1,254,182,194

1,795,584,279

Stores, spares and loose tools
Stock-in-trade
Trade debts
Loans and advances
Other receivables
Sales ax refunds
Increase in trade and other payables

(9,506,936)
223,864,167
(86,178,103)
(59,224,982)
(44,060,838)

(18,991,284)
(826,179,283)
(186,504,918)
(35,099,983)
(19,579,387)

(55,943,726) 124,509
103,110,857 407,022,387
72,060,439 (679,207,959)

Cash generated from operations
Income tax paid

1,326,242,633
(144,264,861)

1,116,376,320
(146,639,588)

Net cash generated from operating activities
Cash flow from investing activities

1,181,977,772

969,736,732

Purchase of property plant and equipment
Sale proceeds of operating fixed assets
Long term investments made

Long term deposits

Short term investments - net

Dividend income received

Return on bank deposits

(374,551,476)
4,158,000

0

(1,908,832)

0

10,000,000
72,630

(759,909,480)
21,964,990
(132,425,000)
(35,826,240)
292,553,615
6,000,000
108,743

Net cash used in investing activities
Cash flow from financing activities

(362,229,678)

(607,533,372)

Long term financing - net
Dividend paid

Short term borrowings - net
Finance cost paid

(120,929,234)
(149,805,270)

(70,787,135)
(480,664,739)

364,346,926

(89,907,162)
(186,801,835)
(453,643,264)

Net cash used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

(822,186,378)  (366,005,335)
(2,438,284) (3,801,975)
11,556,330 15,358,305

9,118,046 11,556,330

Theannexednotesform anintegral partof thesefinancial statements.

sd/- sd/- sd/-

sd/-

(KH. MUHAMMAD MASOOD)
CHAIRMAN

(KH. MUHAMMAD IQBAL)
CHIEF EXECUTIVE OFFICER

(KH. MUHAMMAD YOUNUS)
DIRECDR

(MUHAMMAD AMIN P AL)
CHIEF FINANCIALOFFICER
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STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 30UNE 2012

Balance as at 30June 2010

Transactions with owners:

Final cash dividend for the
year ended 30 June, 2010
@ Rs. 6 per share

Total comprehensive income
for the year

Balance as at 30 June, 201

Transactions with owners:

Final cash dividend for the
year ended 30 June, 201
@ Rs. 10 per share

Total comprehensive income
for the year

Balance as at 30 June, 2012

Share Capital reserve Unappropriated Total
capital profit
Rupees ------------mememmmm
150,000,000 7,120,600 2,092,595,745 2,249,716,345
0 0 (90,000,000) (90,000,000)
0 0 1,123,428,617 1,123,428,617
150,000,000 7,120,600 3,126,024,362 3,283,144,962
0 0 (150,000,000) (150,000,000)
0 0 474,653,358 474,653,358
150,000,000 7,120,600 3,450,677,720 3,607,798,320

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

sd/-
(KH. MUHAMMAD MASOOD)

sd/-

(KH. MUHAMMAD IQBAL)
CHAIRMAN CHIEF EXECUTIVE OFFICER

sd/- sd/-
(KH. MUHAMMAD YOUNUS) (MUHAMMAD AMIN P AL)
DIRECDOR CHIEF FINANCIALOFFICER
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NOTES O THE FINANCIALSTATEMENTS

FOR THE YEAR ENDED 30UNE 2012

1. CORPORAEINFORMATION

Mahmood Textile Mills Limited (the Company)was incorporated in Pakistanon 25 February 1970 asa
Public Company and its sharesare quoted on the Karachi Stock Exchange.The Company is principally
engagedin manufactureand saleof yarn, greycloth and generation& saleof electricity. Theregisteredoffice
of the Company is situated at Multan whereasthe mills are located at District Muzaffargarh, Dera Ghazi
KhanDivision, Punjab.

2. STATEMENTOFCOMPLIANCE

Thesefinancial statementshave been preparedin accordancewith the approved accounting standardsas
applicable in Pakistan.Approved accounting standardscomprise of such International Financial Reporting
Standards (IFRSs)issued by the International Accounting StandardsBoard as are notified under the
provisions of the CompaniesOrdinance, 1984 (the Ordinance) and the requirementsof the Ordinance and
the directives issued by the Securities and Exchange Commission of Pakistan (SECP).Where the
requirementsof the Ordinance or the directivesissuedby the SECRIiffer with the requirementsof IFRSsthe
requirementsof the Ordinance or the directivesissuedby the SECRhall prevail.

3. BASISOFMEASUREMENT

3.1 Accounting Convention
These financial statementshave been prepared under the historical cost convention except as
disclosedin the accounting policies.

3.2 Functional and presentation currency
Thesefinancial statementsare presentedin Pak Rupees,which is the functional currency of the
Company. All financial information presentedin Pak Rupeeshas been rounded-off to the nearest
Rupee,unlessotherwisestated.

4. STANDARDS INTERPREATIONS AND AMENDMENTSTO PUBLISHEDAPPROVEDACCOUNTING
STANDARDS

4.1 Amendedstandardsthat are effective in the current yearand are relevant to the Company

The following amendmentsto the approved accounting standardsare mandatory for the periods
beginning on or after01 July, 2011 and arerelevantto the Company:

a) IFRS7 (Amendment), ‘Financial Instruments:Disclosures’. The amendment emphasisesthe
interaction betweenquantitative and qualitative disclosuresaboutthe natureand extentof risks
associatedwith the financial instruments. The amendment has only resulted in additional
disclosureswith respectto financial instruments,which have beenduly incorporated in these
financial statements.

b) 'IAS 1 (Amendment), ‘Presentation of Financial Statements’. The amendment clarifies that an
entity will presentan analysisof other comprehensiveincome for each component of equity,
either in the statementof changesin equity or in the notesto the financial statements.The
application of the revisedstandardhasno impact on the Company'sfinancial statements.

c) 'lAS 24 (Revised),'Related Party Disclosures’, issuedin November, 2009 supersededAS 24
‘Related Party Disclosures’issuedin 2003. The revised standard clarifies and simplifies the
definition of a related party and removesthe requirement for government-relatedentities to
disclosedetails of all transactionswith the governmentand other government-relatedentities.
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4.3

e

The application of the revised standard has no material impact on the Company's financial
statements.

d) 'IAS 34 (Amendment),‘Interim Financial Reporting’. This amendment provides guidance to
illustrate how to apply disclosureprinciples in IAS34 and add disclosurerequirementsaround
the circumstanceslikely to affect fair values of financial instrumentsand their classification,
transfersof financial instrumentsbetweendifferent levels of the fair value hierarchy, changesin
classification of financial assetsand changes in contingent liabilities and assets. The
amendment pertains to interim reporting and was duly incorporated in the Company’s
condensedinterim financial information for the period of six months ended 31 December,
2011.

New accounting standards,amendmentsto approved accounting standardsand interpretations
that are effective in current financial yearbut are not relevant to the Company

There areother new standards, amendmentso approved accounting standardsand interpretations
that are mandatory for the periods beginning on or after 01 July 2011; however, theseare currently

not consideredto be relevantto the Companyor do not have any impact on the Company’sfinancial

statementsandthereforehavenot beendetailedin thesefinancial statements.

Standards,amendmentsandinterpretations to existing standardsthat are not yet effective and have
not beenearly adopted by the Company

The following amendmentsand interpretationsto existing standardshave been published and are
mandatory for the Company's accounting periods beginning on or after 01 July 2012 and have not
beenearly adoptedby the Company:

a) IFRS7 (Amendments), Financial Instruments:Disclosures’(effectivefor the periods beginning
on or after 01 January 2013). The amendments contain new disclosure requirements for
financial assetsand liabilities that are offsetin the statementof financial position or subjectto
masternetting agreementor similar arrangement.Thisamendmentis only expectedto resultin
additional disclosuresand will notimpact the Company’sfinancial results.

b) IFRS, ‘Financial Instruments’(effectivefor the periodsbeginning on or after01 January2015).
This is the first standard issued as part of a wider project to replace IAS 39 (Financial
Instruments: Recognition and Measurement). IFRS 9 retains but simplifies the mixed
measurementmodel and establishestwo primary measurementcategoriesfor financial assets
at (i) amortised costand (ii) fair value. The basisof classification dependson entity’s business
model and the contractual cashflow characteristicsof the financial asset.The Companyis yet
to assesghe full impact of IFRS9; however, initial indications are that it may not significantly
affectthe Company’sfinancial assets.

C) IFRS 13/Fair Value Measurement'(effectivefor the periods beginningon or after 01 January
2013). This standard aims to improve consistency and reduce complexity by providing a
precise definition of fair value and a single source of fair value measurementand disclosure
requirementsfor useacrossIFRSslt is unlikely thatthis standardwill haveasignificantaffecton
the Company’sfinancial statements.

d) IAS1 (Amendments),Presentationof Financial Statements(effectivefor the periodsbeginning
on or after01 July, 2012).Themain changeresulting from theseamendmentsis a requirement
for the entities to group items presentedin other comprehensiveincome (OCI) on the basisof
whether they can be potentially reclassifiedto profit or loss subsequently (reclassification
adjustments).Since,the Company currently doesnot have any items of OCI, the amendments
arenot expectedto havean affecton the Company’sfinancial statements.

e) IAS 19 (Amendments), Employee Benefits’ (effective for the periods beginning on or after
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01 January2013). Theamendments(i) eliminate the ‘corridor method’ for recognisingactuarial
gainsand lossesand make it mandatory for all the actuarial gainsand lossesto be recognised
immediately, (ii) streamline the presentationof changesin assetsand liabilities arising from

defined benefit plans by reclassifyingtheir presentationin other comprehensiveincome and
(iif) enhancedisclosurerequirementsfor providing betterinformation about the characteristics
of the defined benefit plans and therisks that entitiesare exposed to throughparticipation in

theseplans. The application of the revised standardwill have no impact on the Company's
financial statements.

There are other new accounting standards,amendmentsto approved accounting standardsand
interpretationsthat are not yet effective; however, they are currently not consideredto be relevantto
the Companyandthereforehavenot beendetailedin thesefinancial statements.

5. SUMMARY OF SIGNIFICANTACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of thesefinancial statementsare set-out
below. Thesepolicies havebeenconsistentlyapplied to all the yearspresented,unlessotherwisestated.

5.1 Property, plant and equipment

These are stated at cost less accumulated depreciation and impairment in value, if any, except
freehold & leaseholdland and capital work-in-progress,which arestatedatcost.

Depreciation is chargedto income applying reducing balance method to write-off the historical cost
and capitalised exchange fluctuations over estimated remaining useful life of the assets. Thgeful
life and depreciation method are reviewed periodically to ensurethat the method and period of
depreciation are consistentwith the expected pattern of economic benefits from items of property,
plant and equipment. Ratesof depreciation are stated in note 7.1. Depreciation is charged on
additions from the month the asseis available for useand on disposalsupto the month of disposal.

Gains or losseson disposal or retirement of property, plant and equipment are determined as the
difference betweenthe saleproceedsand the carrying amount of assetand areincluded in the profit
andlossaccount.

Normal repairs and maintenance are taken tgrofit and loss account as andwvhen incurred. Major
renewalsand replacementsare capitalised and the assetsoreplaced, if any, other thanthosekeptas
stand-by areretired.

Capitalwork-in-progressis statedat costlessaccumulatedimpairment lossesjf any, andistransferred
to therespectiveitem of property, plant and equipmentwhen available for intended use.

5.2 Longterm investments

a) Investmentsin associatedcompanies

Investments in AssociatedCompanies are accountedor by using equity basisof accounting,
under which the investmentsin AssociatedCompaniesare initially recognisedat costand the
carrying amountsareincreasedor decreasedto recognisethe Company'sshareof profit or loss
of the AssociatedCompaniesafterthe date of acquisition. The Company'sshareof profit or loss
of the Associated Companies is recognised in the Company's profit or loss. Distributions
receivedfrom AssociatedCompaniesreducethe carryingamountof investments.

The carrying amount of investmentsis tested for impairment by comparing its recoverable
amount (higherof valuein useandfair value lesscostto sell)with its carryingamountandloss,if
any, isrecognisedin profit or loss.

b)  Other investments
Other investmentswhere the Company doesnot have significant influence thatareintended to
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be held for anindefinite period of time or may be sold in responseto the needfor liquidity are
classifiedasavailable-for-sale. Theseinvestmentsare initially measuredat cost, being the fair

value of considerationgiven. At subsequentreporting dates,theseinvestmentsare remeasured
at fair value (quoted market price), unless fair value cannot be reliably measured. The
investmentsfor which a quoted market price is not available, are measuredat costasit is not

possibleto apply any other valuation methodology. Unrealised gainsand lossesarising from

the changesin the fair value areincluded in fair value reservein the period in which theyarise.

c) Bonussharesareaccountedfor by increasein number of shareswithout any changein value.

Stores,sparesandloosetools

Stores,sparesand loose tools are stated at the lower of cost and net realisable value. The cost of
inventory is based on moving average costitems in transit are stated at coshccumulated upto the
balance sheetdate. The Companyreviewsthe carrying amount of stores,sparesand loosetools on a
regularbasisand provision ismadefor identified obsoleteand slow moving items.

Stock-in-trade
Basisof valuation areasfollows:

Particulars Mode of valuation

RawMaterials:

- Atmills - At lower of annual averagecost of both local and imported stocks and net
realisablevalue.

- Intransit - At costaccumulatedto the balancesheetdate.

Work-in-process - At manufacturingcost.

Finishedgoods - Atlower of costand netrealisablevalue.

Waste - Atnetrealisablevalue.

- Cost in relation to work-in-process and finished goods representsthe annual average
manufacturingcost,which consistsof prime costand appropriatemanufacturingoverheads.

- Net realisable value is the estimatedselling price in the ordinary course of businesslessthe
estimatedcostof completion and the estimatedcostnecessaryto makethe sale.

Trade debtsand other receivables

Trade debts are initially recognised at original invoice amount, which is the fair value of
considerationto be receivedin future and subsequentlymeasuredat costlessprovision for doubtful
debts, if any. Carrying amounts oftrade debtsand other receivables areassessed a¢ach reporting
dateand a provision is made for doubtful debtsand receivableswhen collection of the amountis no
longer probable. Debtsandreceivablesconsideredirrecoverablearewritten-off.

Cashand cashequivalents

Cashand cash equivalents are carried in the balance sheetat cost. For the purpose of cash flow
statement,cashand cashequivalentsconsistof cash-in-handand balanceswith banks.

Impairment loss

The carryingamounts ofthe Company'sassets areeviewed at each balancesheet dateto identify
circumstancesindicating occurrence of impairment loss or reversal of provisions for impairment
losses If any indications exist, the recoverableamountsof such assetsare estimatedand impairment
lossesor reversalsof impairment lossesare recognisedin the profit and loss account. Reversalof
impairment lossisrestrictedto the original costof the asset.
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5.8 Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred and are
subsequentlymeasuredat amortised cost using the effective interest rate method. Borrowings are
classifiedascurrent liabilities unlessthe Company hasan unconditional / contractual right to defer
settlementof theliability for atleasttwelve monthsafterthe balancesheetdate.

5.9 Staf retirement benefits

The Companyoperatesan un-funded gratuity schemefor all its eligible employees.Provisionis made
annually to cover obligation under the scheme. The payable balance of gratuitys paid fully to the
employeesbeforethe yearend.

5.10 Tradeandother payables

Liabilities for tradeand other payablesarecarried at cost, which isthefair value of considerationto be
paid in future for goodsand servicesreceived,whether or not billed to the Company.

5.11 Provisions

Provisionsarerecognisedwhen the Companyhasapresentlegal or constructiveobligation asaresult
of pasteventsand it is probable that an outflow of resoulcesembodying economic benefitswill be
required to settlethe obligation and areliable estimateof the obligation can be made. Provisionsare
reviewed ateachbalancesheetdateand adjustedto reflectthe currentbestestimate.

5.12 Taxation

Current and prior year

Provisionfor current year'staxation is determinedin accordancewith the prevailing law of taxation
on income enacted or substantively enacted by the end of the reporting period and is based on
currentratesof taxationbeing applied on the taxableincome for the year, aftertaking into accounttax
credits and rebatesavailable, if any, and taxespaid under the Final Tax Regime.The tax charge also
includes adjustments,where necessaryrelating to prior yearswhich arisefrom assessmentfnalised
during theyear.

Deferred

Deferred tax is recognised using the balance sheetliability method on all temporary differences
arising between the tax basisof assetsand liabilities and their carrying amounts appearingin the
financial statements.Deferred tax liability is recognised for all taxable temporary differences.
Deferred tax assetis recognised for all deductible temporary differencesto the extent that it is
probable that temporarydifferences will reversein the future and taxable incomewill be available
againstwhich thetemporarydifferencescan be utilised.

Deferredtax assetand liability is measuredatthe taxratethatis expectedto apply to the period when
theassetlsrealisedor theliability is settled,basedon taxratesthathavebeenenactedor substantively
enactedby the balancesheetdate.

5.13 Foreigncurrency translations

Transactionsin foreign currenciesare accounted for in Pak Rupeesat the exchangeratesprevailing

on the date of transactions.Assetsand liabilities in foreign currenciesaretranslatedinto Pak Rupees
at the exchange ratesprevailing on the balance sheetdate exceptwhere forward exchangerates
are booked, which aretranslatedat the contracted rates.Exchangedifferences,if any, are takento

profit andlossaccount.

5.14 Dividend andappropriation to reserves

Dividend distribution to the Company'sshareholdersand appropriation to reservesarerecognisedin
the period in which theseareapproved.
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5.15 Governmentgrants

Government grant that compensatesthe Company for expensesincurred is recognisedin the profit
and loss account on a systematicbasisin the sameperiod in which the expensesare recognised.
Governmentgrantsaredeductedin reporting the relatedexpenses.

5.16 Revenuerecognition

Revenueis recognisedto the extent that it is probable that the economic benefitswill flow to the
Companyandthe amountof revenuecan be measuredreliably. Revenueis measuredatthe fair value
of considerationreceivedor receivableon thefollowing basis:

- Local salesthrough agentsarebooked on intimation from agents.

- Direct local salesareaccountedfor when goodsaredeliveredto customersandinvoicesraised.
- Exportsalesarebooked on despatchof goods.

- Exportrebateis accountedfor on accrual basis.

- Dividend income isrecognisedwhen theright to receivedividend is established.

- Interest/ mark-upisaccountedfor on ‘accrual basis'.

5.17 Financialinstruments

Financial assetsand financial liabilities are recognisedat the time when the Company becomesa
party to the contractual provisions of the instrument and derecognisedwhen the Company loses
control of contractual rightsthat comprisethe financial assets andn the case offinancial liabilities
when the obligation specifiedin the contractis discharged, cancelled or expired. Any gain or losson
derecognition of financial assetsand financial liabilities is included in the profit and lossaccount for
theyear.

Financialinstrumentscarried on the balance sheetinclude long terminvestments,Jong term deposits,
trade debts,loans & advances,other receivables,bank balances,long term financing, trade & other
payables,accrued mark-up and shortterm borrowings. All financial assetsand liabilities areinitially
measuredat cost, which is the fair value of consideration given and received respectively These
financial assetsand liabilities are subsequentlymeasuredat fair value or costasthe casemay be. The
particular recognition methodsadopted are disclosedin the individual policy statementsassociated
with eachitem.

5.18 Off-setting of financial assetsand liabilities
Financial assets and liabilitiesare off-set and thenet amount is reportedin the financial statements
only when there is a legally enforceable right to set-offthe recognisedamounts and the Company
intendseitherto settleon anetbasisor to realisethe assetandto settletheliabilities simultaneously

5.19 Borrowing costs

Borrowing coststhataredirectly attributable to the acquisition, construction or production of an asset
that necessarily takes a substantial period of time to get ready for its intended use or sale are
capitalised aspart of the cost of the respectiveassetsAll other borrowing costsare expensed-outin

the period they occur. Borrowing costs consist of interest and other coststhat an entity incurs in

connection with the borrowing of funds.

5.20 Segmentreporting

A businesssegmentis agroup of assetsaind operationsengagedin providing productsthataresubject
to risk and returns that are different from those of other business segments.Management has
determinedthe operating segmentshasedon the information thatis presentedto the Chief Operating
Decision Maker of the Companyfor allocation of resourcesand assessmenf performance.Basedon
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internal management reporting structureand products being producedand sold, the Companyhas
beenorganisedinto threeoperatingsegments.e. spinning, weaving and power.

Managementmonitors the operatingresultsof above mentioned segmentsseparatelyfor the purpose
of making decisionsabout resourcesto be allocated and for assessingerformance. Segmentresults
and assetdnclude itemsdirectly attributable to a segmentaswell asthosethat can be allocated on a
reasonablebasis.Financecost, other operatingincome & expensesand taxation are managedat the
Company level. Unallocated assetsmainly include long term investments,long term deposits, tax
refundsdue from the Governmentand cash& bankbalances.

6. ACCOUNTING ESTIMA'ESAND JUDGMENTS

The preparation of financial statementdan conformity with approved accounting standardsrequiresthe use
of certain critical accounting estimates.lt alsorequiresmanagementto exerciseits judgmentin the process
of applying the Company'saccounting policies. Estimatesand judgmentsare continually evaluatedand are
basedon historical experience, including expectation of future eventsthat are believed to be reasonable
under the circumstances. The areas where various assumptions and estimates are significant to the
Company'sfinancial statementsor where judgmentwasexercisedin application of accounting policies are
asfollows:

a) Property, plant and equipment

The Companyreviewsappropriatenesf the ratesof depreciation, usefullives and residualvaluesfor
calculation of depreciation on an on-going basis. Further where applicable, an estimate of
recoverableamountof asseis madeif indicators ofimpairment areidentified.

b) Stores& sparesand stock-in-trade

The Company estimatesthe net realisable value of stores& sparesand stock-in-trade to assesany
diminution in the respective carrying values. Net realisable value is determined with referenceto
estimatedselling price lessestimatedexpenditureto makesale.

C) Provisionfor impairment of trade debts

The Company assesseshe recoverability of its trade debts if there is objective evidence that the
Company will not be able to collect all the amountdue according to the original terms. Significant
financial difficulties of the debtors, probability that the debtor will enter bankruptcy and default or
delinquency in paymentsareconsideredindications thatthe tradedebtisimpaired.

d) Taxation

In making the estimate for income taxes payable by the Company, the managementlooks at the
applicable law and decisionsof appellateauthoritieson certainissuesn the past.

7. PROPERTYLANTAND EQUIPMENT

2012 2011
Note Rupees Rupees
Operatingfixed assets 7.1 2,393,014,828 2,217,824,122
Capitalwork-in-progress 7.5 32,639,869 79,756,207

2,425,654,697 2,297,580,329
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7.2 Leaseholdland and buildings on leaseholdland representthe leasedassetsallotted by the board of

Management,Industrial Estate Multan for aperiod of 99 years.

7.3 Disposalof plant and machinery

i Accumulated Sale (loss)/ Sold through negotiations to:
Particulars Cost depreciation Book Value proceeds|  Gain 9 g :
Rupees
2 MurataAuto Cones 4,600,000 529,000 4,071,000 3,900,000 (171,000) RafigSpinningMills (PvtLtd.,19-Km,

SheikhupuraRoad,Faisalabad.

2 OverheadBlowers 170,279 142,065 28,214 258,000 229,786 Mr.AsadTajand
Mr. Amjad Taj, Lahore.
4,770,279 671,065 4,099,214 4,158,000 58,786
2012 2011
7.4  Depreciation for the year has been Rupees Rupees
apportioned asunder:
Cost of sales 232,310,616 204,645,149
Administrative expenses 10,067,278 9,372,167
242,377,894 214,017,316
7.5 Capital work-in-progress
Plant and machinery
- cost and expenses 19,068,814 59,965,903
Advances to suppliers against:
- civil works 13,571,055 19,790,304
32,639,869 79,756,207
8. LONG TERMINVESTMENTS
AssociatedCompanies
Un-quoted
Masood SpinningMills Limited
4,000,000 fully paid ordinary sharesof
Rs.10each- cost 40,000,000 40,000,000
Equityheld: 13.33%
Postacquisition profit brought forward 136,460,103 63,901,133
176,460,103 103,901,133
Shareof profits
- currentyear 35,199,155 78,675,936
- adjustmentfor lastyearprofitsbasedon
auditedfinancial statements 1,241,999 (116,966)
36,441,154 78,558,970
Dividend received (10,000,000) (6,000,000)
Balancecl/f 202,901,257 176,460,103
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Balance b/f

Note

Roomi Fabrics Limited

4,000,000 fully paid ordinary shares of
Rs.10each- cost

Equityheld: 18.18%

Postacquisition profit brought forward

Shareof profits

- currentyear

- adjustmentfor lastyearprofitsbasedon
auditedfinancial statements

Others - Un-quoted
Orient Power Company (Pvt.) Limited (OPCL)
39,842,500 fully paid ordinary shares
of Rs.10 each- cost 8.2

7

fifm

2012 2011
Rupees Rupees
202,901,257 176,460,103

40,000,000 40,000,000
187,331,111 112,757,272
227,331,111 152,757,272

57,997,488 75,522,679

(2,067,917) (948,840)

55,929,571 74,573,839
283,260,682 227,331,111
434,925,000 434,925,000
921,086,939 838,716,214

8.1 Summarisedfinancial information of Masood Spinning Mills Limited and Roomi Fabrics Limited,
basedon the un-audited financial statementdor the yearended30 June,2012, isasfollows:

Masood SpinningMills Limited
Total assets

Total liabilities

Revenuefor theyear
Profitaftertaxfor theyear

Roomi Fabrics Limited
Total assets

Total liabilities

Revenue for the year
Profit after tax for the year

8.2 (a)

(b)

2,482,637,831
960,497,872
4,561,562,223
264,059,675

3,047,517,880
1,489,428,319
5,421,862,701

319,018,087

2,240,974,875
917,193,157
6,435,132,038
590,217,078

3,305,914,969
2,055,468,816
5,686,481,865

415,416,274

TheCompany, on 22 June,2010, had enteredinto a sharessubscriptionagreementwith OPCL,
which is engagedin generationof 225 MW electric power. The project is located near Balloki,
District Kasur Punjab. As per the agreementterms, the Company had agreedto purchase
27,500,000 sharesof OPCLata price of Rs.11 per shareand alsohad option to purchasefurther

9,000,000 shares@Rs.11 pershare.

The Company, during the preceding year, had acquired 36,500,000 sharesat a price of Rs.11
per shareasperthe sharessubscriptionagreemententeredinto with OPCLand 3,342,500 right

sharesataprice of Rs.10 pershare.
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2012 2011
Note Rupees Rupees
9. STORESSFARESAND LOOSETOOLS

Stores including in-transit inventory
valuing Rs. 1,810,532 (201: Rs. 14,457,800) 74,349,578 79,744,819
Spares 65,137,383 50,197,452
Loose tools 256,848 294,602
139,743,809 130,236,873

9.1 Storesand sparesinclude items which may result in fixed capital expenditure but are not

distinguishable.

10. STOCK-IN-TRADE
Rawmaterialsincluding in-transitinventory

valuing Rs.71,705,084 (2011: Rs.372,218,247)

Work-in-process
Finished goods

10.1

1,510,421,363

99,005,434
635,447,887

1,495,709,327

102,755,212
870,274,312

2,244,874,684 2,468,738,851

10.1 Raw materials inventory as at 30 June, 2012 includes inventory costing Rs.275.130 million, which
has been stated at net realisable value; themount charged to profit and loss account in respecof
inventory write down to netrealisablevalue worked-out to Rs.101.286million approximately.

11. TRADE DEBTS

Unsecured

- considered good 136,718,593 243,110,630

Secured

- local 98,916,868 66,388,854

- export 457,585,317 297,543,191
556,502,185 363,932,045
693,220,778 607,042,675

12. LOANS AND ADVANCES

Advances to:

- executives 2,498,747 2,325,478

- employees 4,841,456 1,134,175

- suppliers and contractors 92,108,487 68,706,404

Deposit with Sui Northern Gas Pipelines Ltd. 23.2 15,800,000 0

Deposit against infrastructure cess 23.3 16,244,706 0

Letters of credit 847,548 949,905
132,340,944 73,115,962
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2012 2011
Note Rupees Rupees
13. OTHERRECEIABLES

Export rebate receivable 377,997 377,997
Cotton claims receivable 778,581 4,295,951
Receivable against sale of shares 131 83,546,912 83,546,912
Insurance claims receivable 67,261,763 15,664,500
Containers' deposits 230,920 1,000,000
Others 1,446,268 4,696,243

153,642,441 109,581,603

13.1 (a) Thisrepresentsamountreceivablefrom ThreeStarHosiery Mills (Pvt.)Ltd. [TSHM] againstsale
of 4,284,457 sharesof Dandot CementCompany Ltd. (DCCL)sold at the rate of Rs.19.50per
sharevide agreementdated 11 Septembey 2008. Theseshareswere sold againstpost dated
chequesof Rs.83.546million, which could not be encashedon their due dates.

(b) Initially, the Company had transferredone million sharesto a director of TSHM on 29 May,
2008 whereasanothertransferof one million shareso the samedirector of TSHMwasmadeon
02 June,2008. Againstboth the transfers the Company had receivedtwo postdated cheques,
which were due on 18 August, 2008 and 16 Septembey 2008 respectively Lateron, at the
requestof TSHM,the Companyhad enteredinto an agreementfor saleof all the sharesof DCCL
including the balance left with it and its AssociatedCompanies. The Company had handed-
over to TSHM CDC transferorders and againstthem TSHM issued post dated cheques;the
aforementionedtwo chequeswere alsoincluded in thatagreementwith new paymentdate.

(c) TSHM had alsofailed to make payment of mark-upon delayed paymentsas per termsof the
agreementi.e. TSHM was liable to pay mark-up at the rate of 3-months KIBOR plus 2% per
annumfor the delayedperiod.

(d) The Company, through its legal counsel, had issued legal notices to TSHM for recovery of
outstandingamountsand mark-up thereonon 31 March, 2009 and 20 May, 2009; TSHMfailed
to make paymentsevenin responseto the legal noticesissuedby the Company. Consequently
the Company had filed a suit in the Court of District Judge, Multan for recovery of the
outstandingamountsalong with mark-up at the rate of 3-months KIBOR+ 2% perannumto be
calculated on daily product basisfrom date of the chequestill the final realisationof the amount
due. Mark-up on the balance receivable from TSHM amounting Rs.40.431 million
approximately hasnot been accrued in thesefinancial statementsasthe ultimate outcome of
the matter depends upon judgment of the Court. The proceedings of the Court are still in
progress.

14. TAX REFUNDS DUE FROM THE GOVERNMENT

Income tax refundable, advance tax

and tax deducted at souce 127,239,714 150,101,527
Sales tax refundable 65,985,103 17,005,750
Less: provision for doubtful refunds 0 6,964,373

65,985,103 10,041,377
193,224,817 160,142,904
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15. CASH AND BANK BALANCES

Cash-in-hand

Cash at banks on:
- current accounts
- saving accounts

15.1 Thesecarry profit atthe ratesrangingfrom 1% to 2% (2011: 5% to 5.50%) perannum.

15.1

16. ISSUED SUBSCRIBEIAND PAID-UP CAPITAL

2012 2011

(No. of shares)
6,288,800 6,288,800
11,000 11,000
8,700,200 8,700,200

15,000,000 15,000,000

Ordinary sharesof Rs.10 each
fully paid in cash

Ordinary sharesof Rs.10 each
issuedasfully paid againstsharesof
Mahmood PowerGenerationLtd.
upon merger

Ordinary sharesof Rs.10 each
issuedasfully paid bonusshare

16.1 Ordinary sharesheld by the related parties
atthe reporting date are asfollows:

RoomiFabricsLimited
Masood SpinningMills Limited

2012 2011
Rupees Rupees
1,838,919 1,687,058
7,071,189 8,665,683

207,938 1,203,589
7,279,127 9,869,272
9,118,046 11,556,330

2012 2011

Rupees Rupees
62,888,000 62,888,000
110,000 110,000
87,002,000 87,002,000
150,000,000 150,000,000

2012 2011
-- Number of shares--

104,654 0
157,005 0
261,659 0

16.2 Theholdersof ordinary sharesareentitled to receivedividends asdeclaredfrom time to time
and areentitled to one vote per shareat generalmeetingsof the Company. All the sharesank
equally with regardto the Company'sresidualassets.

16.3 TheCompanyhasone classof ordinary shareswhich carry no rightto fixed income.

16.4 TheCompanyhasno reservedsharedor issuanceunderoptions and salecontracts.
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17. LONG TERM FINANCING - Secured

From banking companies

United Bank Limited (UBL)
Habib Bank Limited (HBL)
Balance as at 30 June,

Less: current portion grouped under current liabilities:

Note

17.1
17.2

2012
Rupees

540,514,721
555,999,222

5
Lok ”t"il

2011
Rupees

643,757,676
573,685,501

1,096,513,943

1,217,443,177

- UBL 136,590,046 108,119,645
- HBL 129,994,350 122,430,455
266,584,396 230,550,100
829,929,547 986,893,077
No. of 2012 2011
instalments and  Rates of mark-up Rupees Rupees
repayment per annum
commencement
date
17.1 UBL
Demand Finance-NIDF-III 10 Half yearly 1.5% over 8,691,708 14,507,948
February 2009 6 months KIBOR
Demand Finance-NIDF-V 12 Half yearly -do- 5,306,600 7,429,240
June, 2009
Demand Finance-NIDF-VI 10 Half yearly 1.75% over 67,088,325 67,088,325
November, 2012 6 months KIBOR
Demand Finance-NIDF-VIII 10 Half yearly -do- 48,766,925 48,766,925
July, 2013*
Demand Finance-NIDF-X 10 Half yearly 2% over 49,755,278 49,755,278
August, 2012 6 months KIBOR
State Bank of Pakistan -
Export Oriented Projects
- Finance No. 1 9 Half yearly 2% p.a. over the 40,459,141 60,688,711
May, 2010 rate of refinance
as worked-out
by SBP
- Finance No. 2 9 Half yearly -do- 9,002,004 13,503,005
June, 2010
- Finance No. 3 9 Half yearly -do- 510,238 765,358
June, 2010
- Finance No. 4 9 Half yearly -do- 35,082,484 52,623,726
January 2010
- Finance No. 5 11 Half yearly -do- 28,160,400 37,547,200
May, 2010
- Financi No. 6 11 Half yearly -do- 11,502,506 15,336,674
May, 2010
Balance cff 304,325,609 368,012,390

* Repayment terms have been revised during the current year
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Balance b/f
- Finance No. 7

- Finance No. 8

- Finance No. 9

- Finance No. 10
- Finance No. 11
- Finance No. 12
- Finance No. 13
- Finance No. 14
- Finance No. 15

- Finance No. 16

17.2 HBL

Demand Finance - |
Demand Finance - I
Demand Finance - Il
Demand Finance - IV

Demand Finance - V
Demand Finance - VI

Demand Finance - VII
Term Loan-I
Term Loan-ll

Finance Against
Fixed Assets - |

Finance Against
Fixed Assets - |l

Balance c/f
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No. of
instalments and
repayment
commencement
date

11 Half yearly
June, 2010

11 Half yearly
June, 2010

12 Half yearly
January 2010

12 Half yearly
April, 2010

12 Half yearly
March, 2010

12 Half yearly
June, 2010

12 Half yearly
Septembey 2010

12 Half yearly
Septembey 2010

16 Half yearly
May, 2012

16 Half yearly
July 2012

14 Half yearly
April, 2006

24 quarterly
April, 2012

24 quarterly
April, 2012

24 quarterly
May, 2012

24 quarterly
June, 2012
24 quarterly
October, 2012
24 quarterly
May, 2013

12 Half yearly
May, 2011

10 Half yearly
November, 2011

12 Half yearly
February 2011

10 Half yearly
December, 2010

Rates of mark-up
per annum

2% p.a. over the
rate of refinance
as worked-out
by SBP

-do-
-do-
-do-
-do-
-do-
-do-
-do-

As stipulated by
SBP

-do-

1% over
6 months KIBOR

2% over
3 months KIBOR

-do-
-do-

-do-

2% over
3 months KIBOR
- do -

2% over
6 months KIBOR

1.75% over
3 months KIBOR

2% over
6 months KIBOR

-do-

2012 2011
Rupees Rupees

304,325,609 368,012,390
16,017,900 21,357,200
4,910,002 6,546,668
4,228,000 5,436,000
23,242,915 29,883,749
2,545,665 3,272,999
25,610,669 32,928,002
22,666,668 28,333,334
26,666,668 33,333,334
65,300,625 69,654,000
45,000,000 45,000,000
540,514,721 643,757,676
26,528,187 79,584,562
8,470,854 8,839,152
16,898,828 17,633,560
83,180,075 86,796,600
57,211,350 59,698,800
47,011,000 0
10,361,088 0
65,660,100 80,251,233
160,000,000 200,000,000
4,817,799 5,888,421
7,599,600 10,132,800
487,738,881 548,825,128
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No. of 2012 2011
instalments and Rates of mark-up Rupees Rupees
repayment per annum
commencement
date
Balance b/f 487,738,881 548,825,128
State Bank of Pakistan-
Export Oriented Projects
- Finance No. 1 12 Half yearly 10.25% flat 4,817,799 5,888,421
February 2011
- Finance No. 2 10 Half yearly 10.40% flat 6,280,800 8,374,400
December, 2010
- Finance No. 3 10 Half yearly 11.10% flat 1,318,800 1,758,400
December, 2010
- Finance No. 4 24 equal quarterly 11.20% flat 8,470,854 8,839,152
April, 2012
- Finance No. 5 24 equal quarterly 12.70% flat 37,011,000 0
October, 2012
- Finance No. 6 24 equal quarterly 12.70% flat 10,361,088 0
May, 2013
555,999,222 573,685,501

17.3 Thefinance facilities available from UBL are securedagainstfirst charge over all presentand future
fixed assetsncluding land and buildings of Units 4 & 5 of the Companyto the tune of Rs.1.155billion.

17.4 The finance facilities available from HBL are securedagainstfirst pari passucharge on entire fixed
assetn land consistingtotal areaof 219 kanalsand 6 marlassituatedat District Muzaffargarh and
exclusivechargeon plant & machineryimported through HBL.

17.5 Theeffectivemark-upratesthatprevailed during the yearon thesefinance facilities rangedfrom 7%to
15.80% perannum (2011: 7% to 15.76% perannum).

DEFERREDAXATION

The Company'sincome for the currentyearis chargeableto tax under presumptivetax regime of the Income
Tax Ordinance, 2001; however, deferredtaxation has been recognisedasthe managementis not certain
whetherincome for the subsequentyearswill be chargeableto tax under presumptivetax regimeor normal

taxregime.

2012 2011

TRADE AND OTHER RYABLES Note Rupees Rupees
Creditors 91,805,605 128,702,616
Payable against puchase of land 0 3,500,000
Bills payable - secured 19.1 28,699,521 227,237,200
Due to an associated undertaking 19.2 443,237,462 57,450,333
Accrued expenses 241,132,297 232,297,129
Advances from customers 5,971,864 28,511,163
Tax deducted at souce 0 113,088
Workers' (profit) participation fund 19.3 28,437,087 60,255,960
Workers' welfare fund 22,792,610 22,897,265
Unclaimed dividends 562,750 368,020
Others 3,354,126 1,459,616

865,993,322 762,792,390
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19.1 Thesearesecuredagainstthe securitiesasdetailedin note 21.2.

19.2 This representsamounts payable to M/s Khawaja Muzaffar Mahmood Muhammad Masood on

accountof normal trading transactions.

2012 2011
Note Rupees Rupees
19.3 Workers' (profit) participation fund - (the Fund)*

Opening balance 60,255,960 31,829,314

Add:
- intereston fundsutilised in the Company'sbusiness 15,476,702 4,316,578
- allocation for the year 28,437,087 60,255,960
43,913,789 64,572,538
104,169,749 96,401,852

Less:
- amountpaid to thefund 75,729,200 36,140,250
- amountdepositedwith the GovernmentTreasury 3,462 5,642
75,732,662 36,145,892
Closingbalance 28,437,087 60,255,960

* The Fund's audit for the period from 01 July, 2011 to 02 November, 2011 was carried-out by M/s
Ghazi & Co., CharteredAccountants,Abdali Road,Multan.

20. ACCRUEDMARK-UP
Mark-up accrued on:

- long term financing 33,080,815 31,473,181
- short term borrowings 48,975,493 59,616,802
82,056,308 91,089,983
21. SHORT TERM BORROWINGS
Secured

- Short term borrowings 21.1 241,094,899 419,441,460
- Short term running finances 21.1 800,419,680 692,567,887
1,041,514,579 1,112,009,347

Un-secured
- Temporary bank overdrafts 0 292,367

1,041,514,579 1,112,301,714

21.1 Shortterm finance facilities available from variouscommercial banksunder mark-up arrangements
aggregateRs.10.190billion (2011: Rs.6.720billion) including facilities aggregatingRs.1.700billion
(2011: Rs.Nil) available on Group basis.Thesefinance facilities, during the year, carried mark-up at
the ratesranging from 12.55% to 15.29% (2011: 12.75% to 15.16%) per annum. The aggregate
finance facilities are securedagainstcharge over the Company'scurrent assetslien over export bills
andbanks'lien overlettersof credit. Thesefacilities areexpiring on variousdatesby 31 March, 2013.

21.2 Facilities available for opening letters of credit and guarantee from various commercial banks

aggregateRs.2.665 billion (2011:Rs.1.715billion) including facilities aggregatingRs.650 million
(2011:Rs.Nil)available on Group basis.Out of the available facilities, facilities aggregatingRs.1.968
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billion (2011: Rs.1.062 billion) remained unutilised at the yearend. Thesefacilities are secured
againstlien over import documentsand charge over current assetof the Company. Thesefacilities
areexpiring on variousdatesby 28 February 2013.

2012 2011
Rupees Rupees
22. TAXATION - Net
Opening balance 157,000,000 85,000,000
Add: provision made during the year for:
- current year 148,000,000 157,000,000
- prior year 10,022,019 96,914
158,022,019 157,096,914
315,022,019 242,096,914
Less: payments/adjustments made during the year
against completed assessments 167,022,019 85,096,914
Closing balance 148,000,000 157,000,000

23.

22.1 Income tax assessment®f the Company have been finalised by the Income Tax Department or
deemedto be assessedinder section 120 of the Income Tax Ordinance, 2001 (the Ordinance) upto
theyearended30 June 2011.

22.2 No numeric tax rate reconciliation is presentedin thesefinancial statementsasthe Companyis only
liable to pay tax due under sections113 (minimum tax on turnover)and 154 (taxon export proceeds)
ofthe Ordinance.

CONTINGENCIESAND COMMITMENTS

23.1 Guaranteesgiven by variouscommercial banks,in respectof financial and operational obligations of
the Company, to various institutions and corporate bodies aggregatedRs.105.502million asat 30
June, 2012 (2011: Rs.234.033million).

23.2 SuiNorthern Gas PipelinesLtd. (SNGPL)hasraised arrearsdemand aggregatingRs.39.462million
from the Company againstthe charge that sui gasmeter of the Company is not working properly. The
Company haschallenged the said demand by filing a petition before the General Manager SNGPL,
Lahore (the GM). The Company, as per direction of the GM, has deposited Rs.15.800 million
representing40% of the demandunder protestand groupedit under advances(note12). The GM has
formed a Committee to probe into the matter. If the caseis decided in the Company's favour, the
Companywill receiveback 40% of the demandpaid under protest;otherwisethe Companywill have
to depositthe remainingdemandof Rs.23.700million.

23.3 The Company has challenged the imposition of infrastructure cessby the Directorate of Excise&
Taxation, Karachi(the Directorate) at the rate of 0.85% of the value of imported goodsby filing a suit
beforethe High Courtof SindhatKarachi(the Court). The Court hasdirectedthe Companyto furnisha
bank guaranteecovering the disputed amount of cess.The Company, during the period from 28
December, 2006 to 30 May, 2011, hasutilised bank guaranteego the tune of Rs.32.489million. The
Directorate, vide itsletterdated 13 July, 2011, hasrequestedthe Companyto furnishabank guarantee
of 50% of the aforementioned amount along with a demand draft for the balance 50% of the
aforementionedamountin orderto returnof the previousbank guarantees.

The Company has submitted a bank draft amounting Rs.16.245million to the Directorate during
Septembey 2011, which hasbeen grouped under advances(note 12). Habib BankLtd., on behalf of
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the Companyin considerationof allowing the releaseof consignmentsimported from time to time for
the purposeof carriageof goodsby road within the province of Sindh, hasundertakenand guaranteed
to pay an amount of Rs.16.245million to the Directorate in caseif the Court decidesthat the cess
imposed under the Sindh Finance Act, 1994 is lawful and validly imposed. The bank guaranteeis
valid upto 15 August,2013.

23.4 Foreign bills discounted outstanding as at 30 June, 2012 aggregated Rs.561.523 million
(2011: Rs.1,324.522million).

23.5 Localbills discountedoutstandingasat 30 June,2012 aggregatedRs.10.791 million (2011: Rs.1.650

million).
2012 2011
23.6 Commitmentsforirrevocable lettersof credit: (Rupeesn million)
- capital expenditure 512.907 164.585
- others 49.861 26.966
562.768 191.551
2012 2011
24. SALES- Net Note Rupees Rupees
LOCAL
Own produced:
- yarn 1,157,020,496 1,357,417,508
- cloth 25,686,468 85,381,898
- electricity salesto Multan ElectricPower
CompanyLtd. (MEPCO) 699,068,897 711,220,512
- waste 296,876,279 408,335,058
- doubling/sizingincome 6,011,201 4,142,456
2,184,663,341 2,566,497,432
Purchasedproducts:
- cotton 280,802,233 148,974,992
- yarn 209,626,466 86,907,050
- cloth 295,377 0
490,724,076 235,882,042
24.1 2,675,387,417 2,802,379,474
EXPORT
Own produced:
- yarn 7,470,654,985 8,194,873,963
- cloth 2,520,827,698 2,144,006,455
- waste 122,640,547 99,171,626
10,114,123,230 || 10,438,052,044
Purchasedproducts:
-yarn 1,347,520,042 1,893,451,729
-waste 8,502,971 0
1,356,023,013 1,893,451,729
24.2 11,470,146,243 12,331,503,773
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24.1 Local sales have been shown after deduction of sales tax aggregating Rs.111.851 million
(2011: Rs.120.907million).

24.2 Gain aggregatingRs.73.123 million (2011: Rs.35.546 million) arisen upon realisation of foreign
currency exportdebtorshasbeengroupedunderexportsales.

25.

2012 2011
COSTOF SALES Note Rupees Rupees
Rawmaterialsconsumed 25.1 8,082,137,470 8,894,427,394
Storesand sparesconsumed 233,411,006 265,414,473
Packingmaterialsconsumed 146,350,846 123,346,126
Salarieswagesand benefits 25.5 504,091,946 465,511,586
Powerandfuel 1,448,681,976 1,261,922,439
Repairand maintenance 14,834,779 26,522,350
Depreciation 232,310,616 204,645,149
Insurance 52,111,099 48,960,036
Doubling charges 56,213,085 49,753,159
10,770,142,823  11,340,502,712
Adjustmentof work-in-process
Opening 102,755,212 60,306,212
Closing (99,005,434) (102,755,212)
3,749,778 (42,449,000)
Costof goodsmanufactured 10,773,892,601  11,298,053,712
Adjustmentof finished goods
Opening stock 870,274,312 481,702,516
Closingstock (635,447,887) (870,274,312)
234,826,425 (388,571,796)
Costof goodssold - Own manufactured 11,008,719,026  10,909,481,916
Costof goodssold - Purchasedproducts
Opening stock 0 15,444,300
Purchases 1,480,393,124 1,945,884,135
1,480,393,124 1,961,328,435
12,489,112,150 12,870,810,351
25.1 Rawmaterials consumed
Opening stock 1,495,709,327 1,085,106,540
Purchasesand purchaseexpenses 5,829,193,053 5,941,475,297
Transferfrom Ginning Section- net 25.3 2,263,916,599 3,360,253,087

Lessclosing stock

Cottoncess

8,093,109,652

9,301,728,384

9,588,818,979
(1,510,421,363)

10,386,834,924
(1,495,709,327)

8,078,397,616
3,739,854

8,891,125,597
3,301,797

8,082,137,470

8,894,427,394
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25.2 Insurance claims aggregating Rs.17.447 million (2011: Rs.49.713 million), againstloss of raw
materials due to fire and quality claims lodged with suppliers, have been adjusted against raw
materialsconsumption for the currentyear.

2012 2011
Note Rupees Rupees

25.3 Production costof Ginning Section- Net

Rawmaterialsconsumedincluding
local taxesaggregatingRs.5,275,026
(2011: Rs.4,107,379)

3,070,233,584 3,888,428,340

Leasecharges 1,600,000 1,500,000
Salarieswagesand benefits 44,226,514 26,118,268
Travelling and conveyance 576,411 416,230
Repairand maintenance 9,735,253 3,839,078
Storesconsumption 12,747,175 7,757,643
Utilities 35,928,550 23,783,203
Entertainment 729,040 596,032
Stationery 190,940 199,661
Communication 272,992 224,832
Insurance 4,356,355 3,213,101
Bankcharges 9,327,751 9,764,877
Exportexpenses 2,654,354 0
Others 1,757,044 960,517
3,194,335,963 3,966,801,782

Less:
- saleof cotton seed 25.4 634,711,448 606,548,695
- cotton sale- local 238,812,023 0
- export 56,895,893 0
930,419,364 606,548,695

Transferredto Spinning Section 2,263,916,599 3,360,253,087

The Company has acquired three Cotton Ginning Factorieson operating lease;their total cost of
production, after adjustmentof sale of cotton seedand cotton to outsiders,hasbeen transferredto
Spinning Sectionasraw materialscost.

25.4 Saleof cotton seedfor the current year includes salesaggregatingRs.68.293million, which were
extracted fromthe cotton sold during the year Thesesales areexempt fromincome tax under SRO
629(1)0f 1994 dated27 June, 1994 and SRO631(1)/91dated 08 July, 1991.

25.5 Expensefor the year includes staff retirement benefits - gratuity amounting Rs.29.603 million

(2011: Rs.14.933million).

26. DISTRIBUTIONCOST

Advertisement 543,154 143,538
Exportexpenses 131,922,698 127,590,438
Commission 200,741,797 251,144,303
Exportdevelopmentsurcharge 19,708,061 18,935,295
Freightand otherexpenses 70,923,071 49,171,586

423,838,781 446,985,160
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28.

29.

ADMINISTRATIVEEXPENSES
Salariesand benefits
Travelling and conveyance
Rent,ratesandtaxes
Entertainment
Utilities
Communication
Printingand stationery
Insurance
Repairand maintenance
Vehicles’running and maintenance
Subscription
Auditors’remuneration:

- statutoryaudit

- halfyearlyreview

- certification charges

Legaland professionalcharges
Depreciation
General

Note

27.1
27.2

e =
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2012 2011
Rupees Rupees
44,713,642 36,512,964
50,796,187 31,753,218

761,896 1,190,062
7,706,496 7,365,325
5,848,472 2,596,338

14,290,944 10,772,493
4,811,973 3,613,908
1,752,787 2,416,226
13,093,503 20,943,801
16,266,281 14,826,146
4,122,823 2,871,136
1,000,000 1,000,000
100,000 75,000
11,500 10,000
1,111,500 1,085,000
511,440 1,326,130
10,067,278 9,372,167
14,301,902 5,827,204
190,157,124 152,472,118

27.1 Expensefor the year includes staff retirement benefits - gratuity amounting Rs.3.675 million

(2011: Rs.2.925million).

27.2 Theseinclude directors'travelling expensesaggregatingRs.43.181million (2011: Rs.21.857million).

OTHEROPERATING EXPENSES
Donations (without directors’interest)
Losson saleof operatingfixed assets net
Workers'(profit) participation fund
Workers'welfare fund

Floodrelief expenses

Others

OTHEROPERAING INCOME

Income from financial assets
Returnon bank deposits
Gain on saleof shares net

Income from non-financial assets
Rent
Exportrebate
Gain on saleof operatingfixed assets net

7.3

2,264,000 1,489,190
0 377,778
28,437,087 60,255,960
0 17,454,653

0 2,856,937

7,464 1,515
30,708,551 82,436,033
72,630 108,743

0 23,145,622

75,600 9,600
11,646 0
58,786 0
218,662 23,263,965
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2012 2011
Rupees Rupees
30. FINANCECOST- Net
Interest/mark-upon:

- long termfinancing - netof mark-up subsidy
Rs.Nil (2011: 2.919 million) 142,004,599 112,486,869
- shorttermborrowings 270,481,849 325,573,567
- workers’(profit) participation fund 15,476,702 4,316,578
Bankchargesand commission 43,667,914 40,002,940
471,631,064 482,379,954

31. EARNINGSPERSHARE
31.1 Basic

Basicearningsper sharehasbeencomputed by dividing the net profit for the yearaftertaxation by the
weighted averagenumber of ordinary sharesoutstandingduring the year.

Profitaftertaxation attributable

to ordinary shareholders 474,653,358 1,123,428,617

No. of shares
Weightedaveragenumber of ordinary shares

outstandingduring the year 15,000,000 15,000,000
Rupees Rupees
Earningspershare 31.64 74.90
31.2 Diluted
Thereisno dilutive effecton the basicearningsper shareof the Company.
32. SEGMENTNFORMATION
Segmentanalysis
Spinning Weaving Power Total
Rupees
Yearended30 June,2012
Revenue 10,899,655,220 2,546,809,543 699,068,897 14,145,533,660
Segmentesults 962,441,820 156,776,370 (76,792,586) 1,042,425,605
Yearended30 June 2011
Revenue 12,193,274,382 2,229,388,353 711,220,512 15,133,883,247

Segmentesults 1,450,254,767 203,551,256 9,809,595 1,663,615,618
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Reconciliation of segmentresultswith profit from operations:

Total resultsfor reportablesegments
Other operatingexpenses

7

JIFM -

2012
Rupees
1,042,425,605
(30,708,551)

2011
Rupees
1,663,615,618
(82,436,033)

Other operatingincome 218,662 23,263,965
Financecost (471,631,064) (482,379,954)
Profitfrom Associates 92,370,725 153,132,809
Profitbeforetaxation 632,675,377 1,275,196,405
Information on assetsand liabilities by segmentis asfollows:
Spinning Weaving Power Total
Rupees

Asat30June 2012

Segmenfssets 4,237,145,582 1,058,042,768 376,980,171 5,672,168,521
Segmentiabilities 1,264,362,235 278,299,092 3,518,211 1,546,179,538
Asat30June,2011

Segmentssets 4,167,157,277 1,150,861,057 278,068,089 5,596,086,423

Segmentiabilities 1,416,193,315 492,573,051 8,530,841 1,917,297,207

Reconciliation of segmentsassetsand liabilities with totals in the balancesheetis asfollows:

Asat 30 June,2012
Assets Liabilities
Rupees

5,672,168,521 1,546,179,538 5,596,086,423 1,917,297,207
1,284,951,825 1,803,142,488 1,142,929,677 1,538,573,931

Asat 30 June,2011
Assets Liabilities

Total for reportablesegments
Unallocated assets/liabilities

Total asperbalancesheet 6,957,120,346 3,349,322,026 6,739,016,100 3,455,871,138

- Salesto domestic customersin Pakistanare 18.91% (2011: 18.52%) and to customersoutside Pakistan
are81.09% (2011: 81.48%) of the revenuesduring the year.

- The Company’s customerbaseis diversewith no single customeraccounting for more than 10% of net
revenues.

Geographical Segments
All segmentsof the Company are managedon nation-wide basisand operate manufacturing facilities and
saleofficesin Pakistan.

FINANCIAL RISKMANAGEMENTOBJECTIVEBND POLICES

33.1 Financial RiskFactors
The Company'sactivities exposeit to a variety of financial risks: marketrisk (including interest rate
riskand currency risk), credit risk and liquidity risk. The Company'soverall risk managementfocuses
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on the unpredictability of financial marketsand seeksto minimise potential adverseeffectson the
Company'sfinancial performance.

Risk management ixarried-out by the Company's finance departmentunder policies approvedby
the board of directors. The Company's finance department evaluates financial risks based on
principles for overall risk managementaswell aspolicies covering specific areas,such asforeign
exchangerisk, interestrate risk, credit risk and investmentof excessliquidity , provided by the board
of directors.

33.2 Marketrisk

Market risk is the risk that thefair value or future cash flows ofa financial instrument will fluctuate
becauseof changesin market prices. Market risk comprises of three types of risks: currency risk,
interestrateriskand price risk.

(@) Currencyrisk

Foreign currency risk arisesmainly where receivablesand payablesexist due to transactions
enteredinto in foreign currencies. The Company is exposedto currency risk on import of raw
materials,plant & machinery, stores& sparesand export of goodsmainly denominatedin U.S.
$, Euro, JapaneseYen (JPY)and Swiss Frank (CHF). The Company's exposure to foreign
currencyriskfor U.S.$, Euro,JPYand CHFis asfollows:

| 2012 |
Rupees US$ Euros CHF JPY
Tradedebts (457,585,317)  (4,856,155) 0 0 0
Bills payable 28,699,521 302,795 0 0 0
Grossbalancesheetexposure  (428,885,796)  (4,553,360) 0 0 0
Outstandinglettersof credit 562,768,064 638,967 2,094,720 0 214,006,609
Net exposure 133,882,268 (3,914,393) 2,094,720 0 214,006,609
\ 2011 \
Rupees US$ Euros CHF JPY
Tradedebts (297,543,191)  (3,458,785) 0 0 0
Shorttermborrowings 61,409,680 718,122 0 0 0
Bills payable 227,237,200 2,547,810 0 0 6,936,469
Grossbalancesheetexposure (8,896,311) (192,853) 0 0 6,936,469
Outstandinglettersof credit 191,550,435 112,474 697,652 927,500 0
Net exposure 182,654,124 (80,379) 697,652 927,500 6,936,469
Thefollowing significantexchangerateshavebeenapplied:
Averagerate Balancesheetdaterate
2012 2011 2012 2011

U.S.$to Rupee 90.10 85.60 94.4/94.2 85.8/86
EUROto Rupee 121.09 114.24 118.28 123.90
CHFto Rupee - 102.90 - 102.90
Yento Rupee 1.1290 1.0170 1.1901 1.0678
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Sensitivity analysis
At 30 June, 2012, if Rupeehad strengthenedby 10% againstU.S. $ and JPYwith all other
variablesheld constant, profit aftertaxation for the yearwould have beenhigher by the amount

shown below mainly asaresultof netforeign exchangegainson translationof foreign currency
financial assetand liabilities.

2012 2011
Rupees Rupees
Effect on profit for the year:
U.S.$to Rupee 42,888,580 1,630,307
JPYto Rupee 0 740,676

Theweakening of RupeeagainstU.S.$, and JPYwould have had an equal but oppositeimpact
on the profit aftertaxation.

The sensitivityanalysispreparedis not necessarilyindicative of the effectson profit for the year
and assets/liabilitiesof the Company:.

b) Interestraterisk
Interestrate risk is the risk that the fair value or future cashflows of a financial instrumentwill
fluctuate becauseof change in market interest rates. At the reporting date, the interest rate
profile of the Company'sinterestbearingfinancial instrumentsis asfollows:

2012 2011 2012 2011
Efective Carrying amount
mark-uprate e (Rupees)-------
% %

Fixedrate instruments
Financialassets
Bankbalancesatsavingaccounts 1%t02% 5% t05.50% 207,938 1,203,589
Variable rate instruments
Financialliabilities
Longtermfinancing 7%10 15.80% 7%1015.76% 1,096,513,943 1,217,443,177

Shorttermborrowings 12.55%1015.29% 12.75%1015.16% 1,041,514,579 1,112,009,347

Fairvalue sensitivity analysisfor fixed rate instruments

The Company does not account for any fixed rate financial assetsand liabilities at fair value
through profit or loss. Therefore,a changein interestrate at the reporting date would not affect
profit or lossof the Company.

Cashflow sensitivity analysisfor variable rate instruments

At 30 June,2012, if interestrate on variable ratefinancial liabilities had been1% higher/lower
with all other variables held constant, profit after taxation for the year would have been
Rs.21,380 thousand(2011: Rs.23,295thousand) lower/ higher, mainly as aresult of higher /
lower interestexpenseon variableratefinancial liabilities.

(c) Pricerisk

Priceriskistherisk thatthe fair value or future cashflows of afinancial instrumentwill fluctuate
asaresultof changesin marketprices(otherthanthosearisingfrom interestraterisk or currency
risk) whether those changes are caused by factors specific to the individual financial
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instrumentsor itsissueror factorsaffectingall similar financial instrumentstradedin the market.
The Companyis not exposedto any price risk.

33.3 Creditrisk exposureand concentration of credit risk

Creditriskrepresentgherisk of alossif the counter party fails to dischargeits obligation and causethe
other party to incur afinancial loss. The Company attemptsto control credit risk by monitoring credit
exposures,limiting transactionswith specific counterparties and continually assessinghe credit
worthinessof counterparties.

Concentrationsof credit risk arisewhen a number of counterpartiesare engagedin similar business
activities or have similar economic featuresthat would cause their abilities to meet contractual
obligations to be similarly affected by changes in economic, political or other conditions.
Concentrations of credit risk indicate the relative sensitivity of the Company's performance to
developmentsaffectingaparticular industry.

Creditrisk primarily arisesfrom trade debts,other receivables,investmentsand balanceswith banks.
To manage exposureto credit risk in respectof trade debts, managementperforms credit reviews
taking into account the customer's financial position, past experience and other relevant factors.
Where considerednecessaryadvancepaymentsare obtained from certain parties. The management
has seta maximum credit period of 60 to 90 days to reduce the credit risk. Credit risk on bank
balancesislimited asthe counter partiesarebankswith reasonablyhigh credit ratings.

Exposureto credit risk
Themaximum exposureto credit riskasat30 June, 2012 alongwith comparativeistabulatedbelow:

2012 2011
Rupees Rupees
Longterminvestments 434,925,000 434,925,000
Longtermdeposits 44,213,191 42,304,359
Tradedebts 693,220,778 607,042,675
Loansand advances 7,340,203 3,459,653
Other receivables 153,642,441 109,581,603
Bankbalances 7,279,127 9,869,272

1,340,620,740

1,207,182,562

2012 2011
Rupees Rupees
Tradedebtsexposureby geographicregionis asfollows:
Domestic 235,635,461 309,499,484
Export 457,585,317 297,543,191
693,220,778 607,042,675
Themajority of exportdebtsof the Companyaresituatedin Asiaand Europe.
Theageingoftradedebtsatthe yearend wasasfollows:
Not pastdue 675,915,293 589,841,449
Lesghan 3 months 9,600,146 13,958,140
3to6 months 66,377 620,000
over 6 months 7,638,962 2,623,086
693,220,778 607,042,675
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Basedon pastexperience,the Company'smanagementbelievesthatno impairment lossallowance is
necessaryin respectof trade debts as debts aggregatingRs.640.394 million have been realised
subsequentto the yearend and for other trade debtsthere are reasonablegroundsto believe that the
amountswill be realisedin shortcourse of time. Further, export debtsare securedthrough letters of
credit.

Liquidity risk

Liquidity riskis the risk thatthe Companywill not be able to meetits financial obligations asthey fall
due. The Company's approach is to ensure, as far as possibke, always have sufficient liquidity to
meetits liabilities when due. Prudentliquidity risk managementimplies maintaining sufficient cash
and marketablesecuritiesand ensuringthe availability of adequatecredit facilities. The Company's

treasury department aims at maintaining flexibility in funding by keeping committed credit lines
available.

Financialliabilities in accordancewith their contractual maturitiesare presentedbelow:

2012
Carrying | Contractual cash| Lessthan Between | 5 yearsand
amount flows 1 Year 1to 5 years above
Rupees

Longtermfinancing 1,096,513,943 1,416,194,725 379,969,244 943,071,915 93,153,566
Shortterm borrowings 1,041,514,579 1,110,648,240 1,110,648,240 0 0
Tradeand other payables 808,791,761 808,791,761 808,791,761 0 0
Accrued mark-up 82,056,308 82,056,308 82,056,308 0 0

3,028,876,591 3,417,691,034 2,381,465,553 943,071,915 93,153,566

2011
Carrying | Contractual cash| Lessthan Between 5 years and
amount flows 1 Year 1to 5 years above
Rupees

Longtermfinancing 1,217,443,177 1,635,719,818 369,388,1251,102,398,739 163,932,954
Shortterm borrowings 1,112,301,714 1,191,135,062 1,191,135,062 0 0
Tradeand other payables 651,014,914 651,014,914 651,014,914 0 0
Accrued mark-up 91,089,983 91,089,983 91,089,983 0 0

3,071,849,788 3,568,959,777 2,302,628,084 1,102,398,739 163,932,954

The contractual cash flows relating to the above financial liabilities have been determined on the
basis of interest imark-up rates effectiveat the respectiveyearends. The ratef interest / mak-up
havebeendisclosedin the respectivenotesto thesefinancial statements.

Fairvalue of financial instruments

Fair value is the amount for which an assetcould be exchanged, or liability settled, between
knowledgeable willing partiesin an arm’s length transaction. Consequently differencesmay arise
betweencarryingvaluesandthefair value estimates.

At 30 June, 2012, the carrying values of all financial assetsand liabilities reflected in the financial
statementsapproximate to their fair valuesexceptfor loansto employees,which are valued at their
original costslessrepayments.
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34. CAPITALRISKMANAGEMENT
The Company's prime objective when managing capital is to safeguardits ability to continue asa going
concern so that it cancontinue to provide returns for shareholders, benefits for other stakeholderand to
maintain astrongcapital baseto supportthe sustaineddevelopmentof its business.

The Companymanagesdts capital structureby monitoring return on netassetsand makesadjustmentsto it in
the light of changesin economic conditions. In order to maintain or adjust the capital structure, the
Companymay adjustthe amountof dividend paid to shareholdersand/ orissuenew shares.

Therewasno changeto the Company’sapproachto capital managementduring the yearand the Company
is not subjectto externally imposed capital requirementsexceptfor the maintenanceof debtto equity ratio
underthefinancing agreements.

35. REMUNERAION OFEXECUTIVES 2012 2011
Rupees Rupees

Managerialremuneration 15,520,800 13,876,000
Bonus 1,862,411 1,663,542
Retirementbenefits- gratuity 1,531,275 1,203,500
Other perquisitesand benefits 1,518,159 1,155,784

20,432,645 17,898,826
Number of persons 17 17

35.1 Someoftheexecutiveshavebeenprovided with the Companymaintained cars.

36. TRANSACTIONSWVITH RELAEDPARTIES

The related partiesof the Company comprise of associatedcompanies& an undertaking, its directors and
key management personnel. The Company in the normatourse of business carries-out transactions with
various related parties. Amounts due from and to related parties and remuneration of key management
personnelare disclosedin the relevantnotes. Therewere no transactionswith key managementpersonnel
other than under the termsof employment. The transactionswith related partiesare made at normal market
prices.

Material transactionswith associatedcompanies& anundertakingduring the yearwere asfollows:

2012 2011

Rupees Rupees
- saleofgoods 2,392,539,084 2,814,505,472
- purchaseof goods 719,036,352 2,263,906,247
- purchaseof waste/ combernoil 1,580,332 10,074,450
- doubling charges 13,030,116 2,683,050
- doubling revenue 1,842,201 3,810,056
- divident received 10,000,000 6,000,000
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37. CAPACITYAND PRODUCTION 2012 2011

Yarn
Number of spindlesinstalled 104,976 104,976
Number of spindles-shiftworked 107,643,838 109,884,529
Production capacity at20’scount

1,093 shifts(2011: 1,094 shifts) Kgs. 36,619,861 37,382,132
Actual production convertedinto 20’scount Kgs. 34,148,783 37,129,827
Cloth
Number of loomsinstalled 100 100
Number of looms-shiftsworked 109,700 109,500
Installedcapacity at 60 picks

1,093 shifts(2011: 1,094 shifts) Sqg.mtrs. 23,112,724 22,591,200
Actual production convertedinto 60 picks Sqg.mtrs. 20,505,609 21,158,918
PowerHouse
Number of generatordnstalled 9 9
Number of shiftsworked 1,093 1,094
Generationcapacityin MegaWatts 19 19
Actual generationin MegaWatts 17 12

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 alsovariesaccordingto the patternof production adoptedin aparticular
year.

38. DATEOFAUTHORISATION OF FINANCIAL STATEMENTS
These financialstatements wereauthorised forissue on05 October, 2012 by the board of directors ofthe
Company.

39. GENERAL

Correspondingfigures,exceptfor the factthatexchangefluctuation gainaggregatingRs.35.546million (net)
which was grouped under other operating income for better presentationhas been grouped under sales,
haveneitherbeenrearrangednor reclassified.

sd/- sd/- sd/- sd/-
(KH. MUHAMMAD MASOOD) (KH. MUHAMMAD IQBAL) (KH. MUHAMMAD YOUNUS) (MUHAMMAD AMIN P AL)
CHAIRMAN CHIEF EXECUTIVE OFFICER DIRECDOR CHIEF FINANCIALOFFICER
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PATTERN OF SHAREHOLDING
AS AT 30TH JUNE, 2012
NUMBER OF SHAREHOLDING TOTAL
SHAREHOLDERS FROM | TO SHARES HELD
20 1 100 Shares 878
62 101 500 Shares 15,080
22 501 1,000 Shares 15,723
49 1,001 5,000 Shares 88,282
3 5,001 10,000 Shares 24,755
4 10,001 15,000 Shares 47,648
1 15,001 20,000 Shares 15,165
2 30,001 35,000 Shares 60,314
1 95,001 100,000 Shares 95,435
4 105,001 110,000 Shares 431,189
2 160,001 165,000 Shares 323,060
6 170,001 175,000 Shares 1,026,186
1 190,001 195,000 Shares 190,035
3 215,001 220,000 Shares 649,059
1 245,001 250,000 Shares 246,144
3 280,001 285,000 Shares 851,865
1 290,001 295,000 Shares 291,466
2 320,001 325,000 Shares 645,788
1 415,001 420,000 Shares 415,633
1 535,001 540,000 Shares 538,782
1 675,001 680,000 Shares 678,492
1 740,001 745,000 Shares 743,438
1 790,001 795,000 Shares 792,186
1 805,001 810,000 Shares 805,322
1 830,001 835,000 Shares 831,523
1 865,001 870,000 Shares 866,662
1 1,005,001 1,010,000 Shares 1,009,088
1 1,020,001 1,025,000 Shares 1,022,267
1 1,080,001 1,085,000 Shares 1,122,044
1 1,155,001 1,160,000 Shares 1,158,491
199 15,000,000
CATEGORIES OF NUMBER SHARE HELD PERCENAGE
SHAREHOLDERS
Directors, Chief Executive 12 6,743,400 44 .96
Officer, & their spouse &
Minor Children:
Associated Companies, 2 261,659 1.74
Undertakings & related parties:
NIT & ICP: 2 33,374 0.22
Banks, Development Financial 2 564,844 3.77
Institutions, Non-Banking
Financial Institutions:
Joint Stock Companies: 1 1,921 0.01
Insurance Companies: - - -
Modarabas & Mutual Funds: - - -
Shareholders Holding 10%: - - -
General Public:
a. Local: 180 7,394,802 49.30
b. Foreign: - - -
Others: - - -
199 15,000,000 100

N.B: The above two statements include (128) shareholders Holding 1,122,044 Share through
Central Depository Company of Pakistan Limited.
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SHAREHOLDINGS OF DIRECT ORS
ALONGWITH SPOUSE AND MINORS

Sr. No. | Name fo Director. No. of shares Held TOTAL SHARES
1 Khawaja Muhammad Masood 1,009,088

Mst. Mehr Btima (Spouse) 805,322 1,814,410
2 Khawaja Muhammad Igbal 678,492

Mst. Khadija Qureshi (Spouse) 95,435 773,927
3 Khawaja Muhammad llyas 538,782

Mst. Bilquees Akhtar (Spouse) 743,438 1,282,220
4 Khawaja Muhammadovirus 831,523

Mst. RuibinaYourus (Spouse) 108,130 939,653
5 Khawaja Muhammadlaluddin Bomi 1,156,491

Mrs Humeraadlaluddin (Spouse) 190,035 1,346,526
6 Mr. Muhammad Muzaffar Igbal 415,633

Mrs Attiya tima (Spouse) 171,031 586,664
7 Mst. Mehr Btima (Spouse) Already gien abwee

Khawaja Muhammad Masood

Already gien aboe

Grand Dtal: 6,743,400
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FORM OF PROXY

of

being a member of Mahmood Textile Mills Ltd., hereby appoint

of

as my proxy in my absence to attend and vote for me and on my behalf at the (Ordinary or/

and extraordinary as the case may be) General Meeting of the Company to be held on the

and at any adjournment thereof

Day of 2012.
Signed by the siad
Affix
Revenue Stamp
IMPORTANT

This form of proxy, duly completed, must be deposited at the Company's Registered Office at
Mehr Manzil, Lohari Gate, Multan not less than 48 hours before the time for holding the meeting.
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