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Dear Shareholder(s),

Assalam-o-Alaikum!

The Board of Directors of your company is pleased to present herewith the Interim
Financial Statements of the company for the Half-year ended December 31, 2006,
togetherwith the Auditors' Review Report thereon. Informatively, these financial
statements are being presented on the basis of a 'Limited Scope Review' conducted
by the Statutory Auditors of the Company under the Code of Corporate Governance
issued by the Securities and Exchange Commission of Pakistan; and in addition to
the approval of the Board, have duly been endorsed by the Audit Committee of the

Board, the Chief Executive Officer and the Chief Financial Officer of the Company,
asrequired underthe said Code.

Alhamdolillah, the performance of your company during the period under review
was satisfactory inspite of pressures on the company's profitability, /ikewise the
industry, coming from high gas prices, instability in oil prices, and increasing
interest rates which continue to show a rising trend. Moving forward, the textile
industry in Pakistan; regarded as the backbone industry and primary exporter of the
country, valuing over USD 5.2 Billion and comprising more than 60% of its
€Xports; is seen to face stiff competition from the neighboring countries in the free
trade regime. The sector is desperately looking forward to a comprehensive relief
package announcement from the government, which includes proposals for
reduction in income tax rates levied on exports, introduction of sector-friendly
custom tariffs, reduction in gas prices, and certain other export incentives. The
government's recent announcement to establish a value linkage between crude oil

and gas prices again depends upon the base price rationale and the efficiency of its
management in relation to the world oil prices.

However regardless of these adversities of the trade, the management of your
company is making headway to compete in the international market by operating
on 100% capability, by producing high end quality products. The Board of
Directors reaffirms its commitments to the shareholders, and will soon consider
various options for the introduction of value-added products.

Nevertheless, with the grace of Almighty Allah, and the arduous efforts from its
management and operations team, the company was able to achieve net sales of Rs,
479.286 Million, a q-0-q growth in gross profit to Rs. 84.364 Million, a pre-tax
profitof Rs. 7.765 Million and a post-tax profit of Rs. 2.958 Million . As a result, the
per share earning of the company in these six months stands at Re. 0.049 per share.

Moreover, the company has been meeting its financial obligations and
commitments.
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The Board of Directors wishes to place on record its gratitude to the Federal and
Provincial Governments, and its Bankers and Other Financial Institutions for their
continued cooperation and support. Further, the Board appreciates the valuable,
loyal, and commendable services rendered to the Company by its executives,
members of the staff and workers.

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

gy

Dewan Muhammad Yousuf Farooqui
Managing Director / Chief Executive

Karachi: February 26, 2007
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REVIEW REPORT TO THE MEMBERS

We have reviewed the annexed condensed interim balance sheet of DEWAN
FAROOQUE SPINNING MILLS LIMITED as at December 31, 2006, and the
related condensed interim profit and loss account, condensed interim cash flow
statement and condensed interim statement of changes in equity together with the
notes forming part thereof (here-in-after referred to as the “condensed interim
financial statements”) for the half-year then ended. These condensed interim
financial statements are the responsibility of the Company's management. Our

responsibility is to issue a report on these condensed interim financial statements
based on ourreview.

We conducted our review in accordance with the International Standard on Review
Engagements 2400.This Standard requires that we plan and perform the review to
obtain moderate assurance as to whether the condensed interim financial
Statements are free of material misstatement. A review is limited primarily to
inquiries of company personnel and analytical procedures applied to financial data
and thus provide less assurance than an audit. We have not performed an audit and,
accordingly, we do not express an audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that
the annexed condensed interim financial statements are not presented fairly, in all

material respects, in accordance with approved accounting standards as applicable
in Pakistan.

- 9 (NN LY
Place : Karachi NJ;f WV\C

Date : 26 February, 2007 (CHARTERED ACCOUNTANTS)
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BALANCE SHEET

BALANCE SHEET AS AT DECEMBER 31, 2006
{Un-Audited) (Audited)
DECEMBER 31, June 30,
ASSETS 2006 (Rupees) 2006
Non-Current Assets
Property, plant and equipment 4 1,375,908,733 1,425,025,080
Long term deposits 13,950,000 12,850,000
Current Assets
Stores & Spares 10,747,442 8,044,983
Stock-in-trade 247,289,233 263,015,554
Trade Debts- Unsecured, Considered Good. 71,085,123 23,957,106
Loans & advances- Unsecured, Considered Good. 85,273,749 91,026,068
Trade deposits & short term prepayments- Considered Good. 8,994,637 4,560,137
Other receivables - Unsecured, Considered Good. 13,166,707 13,135,669
Advance income tax 11,010,492 6,512,590
Cash and bank balances 4,919,946 5,718,247
452,487,329 415,970,354
1,842,346,063 1,853,845,434
EQUITY AND LIABILITIES
Shareholders’ Equity
Share Capital
Authorized Capital
70,000,000 (June 30, 2006: 70,000,000) ordinary shares of Rs.10/- each 700,000,000 700,000,000
Issued, Subscribed and Paid-up Capital
60,000,000 (June 30, 2006: 60,000,000) ordinary shares of Rs.10/- each 600,000,000 600,000,000
Un appropriated profit 9,732,499 6.774,535
609,732,499 606,774,535

Non-Current Liabilities

Redeemable capital 5 325,000,000 406,250,000
Liabilities against assets subject to finance lease 75,603,173 89,619,157
Loan from related parties 377,507,265 339,181,330
Deferred liabilities for staff benefits 3,617,450 2,657,700
Deferred Taxation 688,372 221,328
Current Liabilities
Trade & other payables 55,157,019 112,868,728
Accrued interest/ mark-up on loans and other payables 13,644,622 6,251,797
Short term borrowings 184,981,362 96,069,072
Current portion of:
Liabilities against assets subject to finance lease 25,411,148 25,773,452
Redeemable capital 162,500,000 162,500,000
Provision for taxation 8,503,153 5,678,335
450,197,304 409,141,384
Contingencies and Commitments 6
1,842,346,063 1,853,845,434
P >
DEWAN MUHAMMAD YOUSUF FARCOQUI DEWAN ABDUL BAQ! FAROOQUI

MANAGING DIRECTOR / CHIEF EXECUTIVE DEPUTY MANAGING DIRECTOR




NET SALES

COST OF SALES
GROSS PROFIT

OPERATING EXPENSES
Administrative expenses

Selling and distribution expenses
OPERATING PROFIT

OTHER CHARGES
Workers profit participation fund

DEWAN FAROOQUE SPINNING MiLLS LIMITED

PROFIT & LO
FOR THE HALF

HALF YEARLY REPORT 2006

SS ACCOUNT (UN-AUDITED)
YEAR ENDED DECEMBER 31, 2005

Half year ended

Quarter ended

July 01, 2006 - October 01, 2006 -
December 31, 2006 December 31, 200¢
(Rupees)

479,286,945 279,999,414
394,922,623 232,307,086
84,364,322 47,692,328

18,933,507
—_— 5999,907

65,430,815

408,686

3,404,948

9,038,506

12,443,454

35,248,874

162,314

Finance cost 57,257,102 32,202,603

57,665,788 32,354,9_1 7

PROFIT BEFORE TAXATION 7,765,027 2,893,957
TAXATION

Current 4,340,019 2,487,465

Deferred 467,044 327,335

4,807,063 2,814,800

PROFIT AFTER TAXATION 2,957,964 79,157

Earnings per share- Basic and Diluted (Rupees) 0.049 0.001

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

Note : The Company had initiated ¢
corresponding figures in res;

ommercial productions from January 25, 2006; consequently,
ct of profit and loss account are not available.

Tt

DEWAN MUHAMMAD YOUSUF FAROOQUI
MANAGING DIRECTOR / CHIEF EXECUTIVE

2

DEWAN ABDUL BAQI FAROOQU)
DEPUTY MANAGING DIRECTOR




DEWAN FAROOQUE SPINNING MILLS LIMITED HALF YEARLY REPORT 2006

CASH FLOW STATEMENT (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2006

DECEMBER 31, DECEMBER 31,
2006 2005
CASH FLOW FROM OPERATING ACTIVITIES (Rupees)
Profit before taxation 7,765,027 -
Adjustments for non cash and other items:
Depreciation 67,626,446 -
Provision for gratuity 959,750 -
Financial charges 57,257,102 46,165,005
Cash flow before working capital changes 133,608,325 46,165,005
Working Capital changes
1 g (increase)/ Decrease in stores & spares (2,702,459) 576,763
4 Decrease/ (Increase) in stock in trade 15,726,321 (9,099,816)
; (Increase) in trade debts (47,128,017) (31,863,525)
‘ Decrease/ (Increase) in loans & advances 5,752,319 (56,200,599)
(Increase)/ Decrease in trade deposits & short term prepayments (4,434,500) 14,827,000
.l»‘ (Increase) in other receivables {31,038) (6,031,382)
(Decrease)/ Increase in trade & other payables (57,711,709) 11,187,341
Increase/ (Decrease) in short term financing 88,912,290 (15,137,594)
Cash generated used in operations (1,616,794) (91,741,811)
Taxes paid (8,837,921) 1,048,501
Financial charges paid (48,139,457) {46,165,005)
j;;‘ Net cash generated from (used) in operating activities 75,014,153 (90,693,310)
CASH FLOW FROM INVESTING ACTIVITIES
Capital expenditure incurred {18,510,101) (114,840,571)
Net cash outflow for investing activities (18,510,101) (114,840,571)
CASH FLOW FROM FINANCING ACTIVITIES
Increase in loan from related party 38,325,935 200,000,000
Repayment of Redeemable Capital (81,250,000} -
Acquisition of leased assets (net of payments) (14,378,288) (3,822,963)
Net cash outflow for/ inflow from financing activities (57,302,353) 196,177,037
Net Increase in cash and cash equivalents (798,301) (9,356,844)
Cash and cash equivalents at the beginning of the period 5,718,247 10,381,100
Cash and cash equivalents at the end of the period 4,919,946 1,024,256

The annexed notes form an integral part of these financial statements.
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DEWAN MUHAMMAD YOUSUF FAROOQUI DEWAN ABDUL BAQI FAROOQUI
MANAGING DIRECTOR / CHIEF EXECUTIVE DEPUTY MANAGING DIRECTOR
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STATEMENT OF CHANGES IN EQUITY
FOR THE HALF YEAR ENDED DECEMBER 31, 2006

Unappropriated
Share Capital Profit - Total
(Rupees)

Balance as at June30, 2005 600,000,000 - 600,000,000
Profit for the period July 01, to September 30, 2005. - - -
Balance as at December 31, 2005 600,000,000 - 600,000,000
Balance as at June30, 2006 600,000,000 6,774,535 606,774,535
Net profit for the period ended December 31, 2006 - 2,957,964 2,957,964
Balance as at December 31, 2006 600,000,000 9732499 609732.499

The annexed notes form an integral part of these financial statements.
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DEWAN MUHAMMAD YOUSUF FAROOQUI DEWAN ABDUL. BAQI FAROOQUI
MANAGING DIRECTOR ! CHIEF EXECUTIVE

DEPUTY MANAGING DIRECTOR







