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Assalam-o-Alaikum.

The un-audited accounts of the company for the 3rd Quarter ended March 31, 2007 are being
presented before you with the following observations.

During the period under review, the Company has showed losses and the reasons are stated
below:

Mainly due to the smuggled fabric coming into Pakistan from China and inappropriate customs
clearance involved through which this cheap fabric is coming in the country and it has
tremendously hit on the domestic fabric industry.

Since the domestic fabric demand is badly impacted, this has also given hard time to overall
textile industry in Pakistan, specially for yarn manufacturers. This is the major reason that
demand in Pakistan for synthetic yarn has also got shrink. Moreover, 2nd hand clothing is
allowed in Pakistan, whereas, in India, it is strictly not allowed.

As you are aware that textile industry is passing through a critical stage due to unprecedented
increase in the cost of production; besides confronting unhealthy competition from the regional
countries

Government’s inefficient infrastructure of taxes and inflationary pressure leaves bad impact
on the cost of doing business in Pakistan.  This trend is also being projected by APTMA in
the newspapers and we have to take some measures to ensure the cost reduction.

Performances are as under:

Unit-I
Splendid construction work and lots of changing were on our way for the betterment and
development.  We had to put most of our time in Product Development, finding new business
and last but not the least, establishing good export market for your company.

The graph of demand in Pakistan for Synthetic yarn has showed gradually dropped-down
trend due to cross border trade is halted, which is mainly because unresolved political issues
with Afghanistan and Pakistan and our export has also being affected.

As discussed above, China is trying to penetrate in Pakistani market by penetrating its cheap
fabric and we can not compete as our prices and quality is higher as there is already existing
9% tariff on imported fiber.

Unit-II
This unit is running on 100% cotton yarn and it caters the requirement of weaving and denim
industry. Our Slub machines are running at a very good performance as they are state of the
art machines for producing best out of them.

We have two areas here on Unit-II.

SALFI TEXTILE MILLS LIMITED

DIRECTORS’ REPORT

03



One is on Course Count Slub that caters the requirement of Denim Industry. This is the
industry, by the span of time has good growth in the country and made its well placement.
Our local market is fully covered from this product we are running on a good a fast pace in
developing more business out of it. Another area is on Knitting. This covers the export market
and we are working very hard to capture and develop the export market, we are trying to fully
penetrate in the market for our 100% cotton yarn.

We are happy to state that parameters set by M/s. Werner International are being met
successfully in the area of Production, Yield, Quality and Labour Productivity.

We pray to Almighty Allah to give us strength for sustaining and to alleviate in the current
situation and for further improvement.

We would like to acknowledge with many thanks; the true efforts of our staff, workers and
officers for their hard works and dedication.  We are also thankful to our bankers, brokers and
agents for putting their share in company’s overall performance.

On behalf of the Board of Directors

Anwar Ahmed Tata
Chairman/Chief Executive Officer

Karachi:
Dated: April 25, 2007
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EQUITY
Share capital and reserves
Authorized

5,000,000 ordinary shares of Rs.10 each 50,000 50,000

Issued, subscribed and paid-up 33,426 33,426
Capital reserve                5,996 5,996
Unrealized gain in value of securities available for sale 2,112 612
Unappropriated profits 104,457 148,711

145,991 188,745

SURPLUS ON REVALUATION OF
PROPERTY, PLANT AND EQUIPMENT 543,557 547,313

LIABILITIES
Non-current liabilities
Long-term financing 608,770 671,920
Liabilities against assets subject to finance lease 721 1,177
Deferred liabilities 87,920 76,936

Current liabilities
Trade and other payables 52,947 47,903
Interest / mark-up on loans 34,050 41,155
Short-term borrowings 494,341 564,969
Current portion of:

long- term financing 122,149 61,150
custom debentures                     55 55
liabilities against assets subject to finance lease 1,059 2,564

Taxation - income tax 61,603 55,606
766,204 773,402Contingencies and commitments 2

Total equity and liabilities 2,153,163 2,259,493

ASSETS

Non-current assets
Property, plant and equipmen 3 1,361,405 1,380,413
Long-term investments 106,973 101,326
Long-term deposits 994 994

Current assets
Stores, spares and loose tools 12,945 10,963
Stock-in-trade 393,875 523,343
Trade debts - considered good 147,339 141,110
Loans and advances 76,495 80,041
Trade deposits and short term prepayments 1,279 910
Sales tax refundable 6,496 13,081
Other financial assets 2,640 1,806
Cash and bank balances 42,722 5,506

683,791 776,760
Total assets 2,153,163 2,259,493

The annexed notes form an integral
part of these financial statements

ANWAR AHMED TATA SHAHID ANWAR TATA
Chief Executive Officer Director
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2007

Audited
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Sales 388,056 155,016 1,188,531 657,835
Cost of goods sold  4 (357,016) (141,458) (1,081,672) (591,082)
Gross profit 31,040 13,558 106,859 66,753

Other operating income 571 68 3,783 135
Distribution cost (6,940) (1,759) (18,824) (5,115)
Administrative expenses (8,553) (7,198) (25,695) (22,413)
Other operating expenses 913 (2,878) (179) (5,314)
Finance cost (33,366) (16,056) (104,296) (41,674)
Share of profit of associate 715 3,458 6,712 8,952
(Loss)/Profit before taxation (15,620) (10,807) (31,640) 1,324

Taxation
Current (1,955) 2,134 (5,997) (3,506)
Deferred (3,179) 504 (8,363) 3,816

(5,134) 2,638 (14,360) 310
(Loss) / profit for the period (20,754) (8,169) (46,000) 1,634

Earnings per share - Basic and
diluted (Rupees) (6.21) (2.44) (13.76) 0.49

The annexed notes form an integral
part of these financial statements

ANWAR AHMED TATA SHAHID ANWAR TATA
Chief Executive Officer Director
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Restated Restated



A.  CASH FLOWS FROM OPERATING ACTIVITIES
(Loss)/ Profit before taxation (31,640) 1,324
Adjustments for:
Depreciation 47,593 27,224

(Gain) / loss on disposal of property, plant and equipment (3,283) 5,214
Provision for staff gratuity and compensated absences 4,337 2,561
Finance cost 104,296 41,674
Share of profit from associate (6,712) (8,952)

Operating cash flows before working capital changes 114,591 69,045

Changes in working capital
(Increase)/decrease in current assets

Stores, spares and loose tools (1,982) 2,312
Stock-in-trade 129,468 (188,300)
Trade debts - considered good (6,229) 21,898
Loans and advances 12,806 (5,484)
Trade deposits and short term prepayments (369) 161
Sales tax refundable 6,585 (7,393)
Other financial assets (834) 284

Increase / (decrease) in current liabilities
Trade and other payables 4,990 8,559

Cash generated from / (used) in operations 259,026 (98,918)
Finance cost paid (111,200) (22,602)
Staff gratuity paid (1,788) (3,566)
Income taxes paid (9,260) (6,055)

Net cash from / (used) in operating activities A 136,778 (131,141)

B.  CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (35,193) (496,352)
Proceeds on disposal of property, plant and equipmen 9,891 11,807
Dividend received 3,969 3,969
Long-term deposits -     (24)
Net cash used in investing activities B (21,333) (480,600)

C.  CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds form long term loan 32,405 503,162
Repayment of long term financing (34,556) (10,885)
Repayment of finance lease (2,162) (3,700)
Short-term borrowings - net (70,628) 116,415
Dividends paid (3,288) (3,290)

Net cash (used) in / from financing activities C (78,229) 601,702
Net increase / (decrease) in cash
and cash equivalent (A+B+C) 37,216 (10,039)
Cash and cash equivalent at the beginning of the period 5,506 15,360
Cash and cash equivalent at the end of the period 42,722 5,321

The annexed notes form an integral
part of these financial statements

ANWAR AHMED TATA SHAHID ANWAR TATA
Chief Executive Officer Director
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Balance at June 30, 2005
as previously reported 33,426 5,996 860 70,581 110,863

Effect of change in accounting policy:  IAS 28
    Change from cost method  to equity method
    - net of deferred tax -     -     -     58,946 58,946

Balance at June 30, 2005 - as restated 33,426 5,996 860 129,527 169,809

Changes in equity for period ended
March 31, 2006
Available-for-sale investment
    valuation gain taken to equity -     -     448 -     448
Transfer from surplus on revaluation
of property, plant and equipment on account of :

    -incremental depreciation - net of deferred tax -     -     -     5,571 5,571
    -disposal - net of deferred tax -     -     -     4,858 4,858

Share of associate’s transfer from surplus on revaluation
of property, plant and equipment on account of
    -incremental depreciation - net of deferred tax -     -     -     2,064 2,064

Net income recognized directly in equity -     -     448 12,493 12,941

Profit for the period - as restated -     -     -     1,634 1,634

Total recognized income and expense
for period ended March 31, 2006 -     -     448 14,127 14,575

Final cash dividend for the nine months period ended
June 30, 2005
at Re. 1 per ordinary share (3,343) (3,343)

Balance as at March 31, 2006 - as restated 33,426 5,996 1,308 140,311 181,041

Balance as at July 01, 2006 33,426 5,996 612 148,711 188,745  

Changes in equity for the
period ended March 31, 2007

Available-for-sale investment
    valuation gain taken to equity -     -     2,112 -     2,112

Transfer from surplus on revaluation of
property, plant and equipment on account of :

    -incremental depreciation - net of deferred tax -     -     -     3,409 3,409
    -disposal - net of deferred tax -     -     -     348 348

Share of associate’s transfer from surplus on revaluation
of property, plant  and equipment on account of
    - incremental depreciation - net of deferred tax and disposal -     -     -     1,332 1,332

Net income recognized directly in equity -     -     2,112 5,089 7,201

Loss for the period -     -     -     (46,000) (46,000)

Total recognized income and expense
for period ended March 31, 2007 -     -     2,112 (40,911) (38,799)

Final cash dividend for the year ended
June 30, 2006 at Re. 1 per ordinary share -     -     -     (3,343) (3,343)

Balance as at March 31, 2007 33,426 5,996 2,724 104,457 146,603

The annexed notes form an integral
part of these financial statements

ANWAR AHMED TATA SHAHID ANWAR TATA
Chief Executive Officer Director
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1 SELECTED EXPLANATORY NOTES TO THE FINANCIAL STATEMENTS

1.1 Salfi Textile Mills Limited (the  company)  was incorporated  in  Pakistan on
January 05, 1968 as a public limited company under the Companies Ordinance,
1984 and is listed on Karachi Stock Exchange. The registered office of the
company is situated at 8, 8th floor Textile Plaza M.A Jinnah Road, Karachi. The
principal activity of the company is manufacturing and sale of yarn. The company's
manufacturing facilities are located at Landhi Industrial Estate, Karachi in the
Province of Sindh.

1.2 These financial statements have been prepared under 'historical cost convention'
modified by:
- revaluation of certain property, plant and equipment
- recognition of certain employee retirement benefits at present value
- investment in associate under equity method
- investment available for sale at fair value

1.3 These accounts are unaudited and submitted to shareholders as required by
SRO. No. 764 (I)/2001 Dated November 5, 2001 of S.E.C.P

1.4 The accounting policies and methods of computation followed in the preparation
of the 3rd Quarterly financial statements are the same as those of the published
annual financial statements for the period ended June 30, 2006.

2. CONTINGENCIES & COMMITMENTS
 Contingencies
 Penal interest on debentures claimed by custom
 authorities not acknowledged as the same is
 against the terms of revival package. 145 145

 Bank guarantees issued on behalf of the Company. 16,422 16,422

Labour and workmen compensation cases in court of law. 200 200

Export bills 96,974 -

Commitments
Civil works 15,369 21,447
Letters of credit for stock, store and machinery 127,445 38,956

SALFI TEXTILE MILLS LIMITED

NOTES TO THE ACCOUNTS (UN-AUDITED)
FOR THE PERIOD ENDED MARCH 31, 2007
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3. ACQUISITIONS, TRANSFERS  AND DISPOSALS OF
PROPERTY, PLANT AND EQUIPMENT

Freehold land 4,711 -     -
Building 9,351 -     -     
Plant and machinery 4,728 -     -
Electric installation 3,792 -     -
Furniture 1,240 -     -
Office equipments 174 -     -
Vehicles 68 237 448
March 31, 2007 19,353 237 448

4. COST OF GOODS SOLD
Opening stock - finished goods 140,199 108,604 159,211 136,540
Cost of goods manufactured (4.2) 345,838 139,355 1,051,482 561,043

486,037 247,959 1,210,693 697,583

Closing stock - finished goods (129,021) (106,501) (129,021) (106,501)
357,016 141,458 1,081,672 591,082

4.1 Finished goods stock also includes waste stock carried at net realizeable value.

4.2 Cost of goods manufactured

Raw material consumed (4.2.1) 253,580 92,697 766,538 383,351
Packing material consumed 7,162 1,931 21,068 7,687
Stores and spares consumed 5,844 3,432 17,046 13,181
Salaries, wages and benefits 27,899 16,799 88,026 59,567
Fuel and power 32,517 15,246 98,790 58,764
Insurance 963 668 2,994 1,421
Repairs and maintenance 557 230 1,715 757
Depreciation 15,970 7,565 45,770 25,677
Other overheads 2,498 1,149 5,906 3,451

346,990 139,717 1,047,853 553,856

Work-in-process
    Opening stock 14,171 9,085 18,952 16,634
    Closing stock (15,323) (9,447) (15,323) (9,447)

(1,152) (362) 3,629 7,187
345,838 139,355 1,051,482 561,043

4.2.1 Raw material consumed

Opening stock 206,249 304,064 345,180 119,619
Purchases - net 296,863 133,778 670,890 608,877

503,112 437,842 1,016,070 728,496

Closing stock (249,532) (345,145) (249,532) (345,145)
253,580 92,697 766,538 383,351

SALFI TEXTILE MILLS LIMITED10
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5. TRANSACTIONS WITH RELATED PARTIES

5.1 Associates

Purchase of electricity 31,863 14,732
Sale of Goods 12,360 -
Sale of assets -   578
Share of expense received 465 80
Share of expense paid 5 149
Mark-up on long term financing 3,404 1,814

Amount owed to 117,204 83,412

5.2 Transactions with key management personnel

Short-term benefits 4,206 3,886
Directors meetings fee 8 8
Rent 192 192

Amount owed to 29,666 29,161

6. GENERAL
Figures have been rounded off to nearest thousand rupee.

ANWAR AHMED TATA SHAHID ANWAR TATA
Chief Executive Officer Director
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