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COMPANY PROFILE

THEN AND NOW

The Company commenced operation in 1953 as a
private limited Company and became a Public
Limited Company in 1968. The initial capacity of
its Rawalpindi unit comprised 25,000 spindles and
600 looms. Later, fabric processing facilities were
added and spinning capacity was augmented.
Additional production facilities were acquired on
the Raiwind-Manga Road near Lahore in District
Kasur and on the Gulyana Road near Gujar Khan,
by way of merger.

The Company’s production facilities now comprise
149,220 ring spindles capable of spinning a wide
rang of counts using cotton and Man-made fibers.
The weaving facilities at Raiwind comprise 204
looms capable of weaving wide range of greige
fabrics.
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FIXED ASSETS

The processing facilities at the Rawalpindi unit are
capable of dyeing and printing fabrics for the home
textile market. The stitching facilities produce a
diversified range of home textiles for the export
market. Both the dyeing and stitching facilities are
being augmented to take advantage of greater market
access.

Fully equipped laboratory facilities for quality control
and process optimization have been up at all three
sites. The Company has been investing heavily in
Information Technology, training of its human
resources and preparing its management to meet
the challenges of market integration.

Kohinoor Textile Mills Limited continues to ensure
that its current competitive position is maintained
as well as supporting the ongoing improvement
process in our endeavour to maintain world best
practice manufacturing.
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Mission Statement

The Kohinoor Textile Mills Limited stated mission is to

achieve and then remain as the most progressive and profitable

Company in Pakistan in terms of industry standards and
stakeholders interest.

The Company shall achieve its mission through a continuous
process of having sourced, developed, implemented and
managed the best leading edge technology, industry best
practice, human resource and innovative products and
services and sold these to its customers, suppliers and

stakeholders.



The following principles constitute the code of conduct which all Directors and employees
of Kohinoor Textile Mills Limited are required to apply in their daily work and observe in the
conduct of Company’s business. While the Company will ensure that all employees are
fully aware of these principles, it is the responsibility of each employee to implement the
Company’s policies. Contravention is viewed as misconduct.

The code emphasizes the need for a high standard of honesty and integrity which are vital
for the success of any business.

PRINCIPLES

1. Directors and employees are expected not to engage in any activity which can cause
conflict between their personal interest and the interest of the Company such as interest
in an organization supplying goods/services to the company or purchasing its products.
In case a relationship with such an organization exists the same must be disclosed to
the Management.

2. Dealings with third parties which include Government officials, suppliers, buyers, agents
and consultants must always ensure that the integrity and reputation of the Company
is not in any way compromised.

3. Directors and employees are not allowed to accept any favours, gifts or kickbacks
from any organization dealing with the Company.

4. Directors and employees are not permitted to divulge any confidential information
relating to the Company to any unauthorized person. Nor should they issue any
misleading statements pertaining to the affairs of the Company.

5. The Company has strong commitment to the health and safety of its employees and
preservation of environment and the Company will persevere towards achieving
continuous improvement of its HSE performance by reducing potential hazards preventing
pollution and improving awareness. Employees are required to operate the Company’s
facilities and processes keeping this commitment in view.

6. Commitment and team work are key elements to ensure that the Company’s work is
carried out effectively and efficiently. Also all employees will be equally respected and
actions such as sexual harassment and disparaging remarks based on gender, religion,
race or ethnicity will be avoided.



NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the 40th Annual General Meeting of the members of KOHINOOR TEXTILE MILLS
LIMITED will be held on Thursday, October 30, 2008 at 3:30 p.m. at its Registered Office, 42-Lawrence
Road, Lahore, to transact the following business:-

1. To confirm the minutes of the Extra Ordinary General Meeting held on April 18, 2008.

2. Toreceive, consider and adopt the audited accounts of the Company for the year ended June 30,
2008 together with the Directors’ and Auditors’ Reports thereon.

3. To appoint Auditors for the ensuing year and fix their remuneration.

4. To transact any other business with the permission of the Chair.

BY ORDER OF THE BOARD
(MUHAMMAD ASHRAF)
Lahore: October 09, 2008 Company Secretary
NOTES:

1. Share transfer books of the Company will remain closed from 23-10-2008 to 30-10-2008 (both
days inclusive). Physical transfers/CDS Transaction IDs received in order at Share Registrar of
the Company i.e. M/s. Vision Consulting Ltd, 3-C, LDA Flats, Lawrence Road, Lahore upto the
close of business on 22-10-2008 will be considered in time.

2. A member eligible to attend and vote at this meeting may appoint another member as his/her

proxy to attend and vote instead of him/her. Proxies in order to be effective must reach the
Company's Registered Office not less than 48 hours before the time for holding the meeting.

CDC Shareholders, entitled to attend and vote at this meeting, must bring with them their National
Identity Cards / Passports in original alongwith Participants’ ID Numbers and their Account
Numbers to prove his/her identity, and in case of Proxy, must enclose an attested copy of his/her
NIC or Passport. Representatives of corporate members should bring the usual documents required
for such purpose.

Shareholders are requested to immediately notify the change in their addresses, if any, to the
Company’s Share Registrar M/s. Vision Consulting Ltd, 3-C, LDA Flats, Lawrence Road, Lahore.



DIRECTORS’ REPORT TO THE SHAREHOLDERS

The Directors feel pleasure in presenting the 40th annual report alongwith audited financial accounts for
the year ended June 30, 2008.

REVIEW OF OPERATIONS

The financial year under review was perhaps the most difficult year since the Company's inception. Political
uncertainty, heightened terrorist activity coupled with seriously deteriorating economic conditions, both
at home and abroad, presented extremely difficult challenges for the Management. Ever increasing prices
of petroleum products in the international markets had adverse effect on conditions at home as the price
increases in POL products led to huge supply side increases in the price of cotton, gas, electricity and
transportation. Wage inflation also took its toll and seriously impaired macro economic imbalances resulted
in massive devaluation of the Pakistani Rupee which continues unabated despite tight monetary policies
necessitated by inflation levels hithertofore, unknown in Pakistan. Repeated tightening of monetary policy
led to sharp increases in the cost of borrowing.

These difficult conditions were further
exacerbated by frequent interruptions
in supply of gas and load shedding
which resulted in under utilization of
installed capacity in all the segments.
This increased per unit cost and
eroded profit margins. The recession
in markets abroad, particularly in the
United States of America led to
dampening of demand at the retail
level which resulted in lower orders
and decline in prices for home
textiles. The first half of the year
witnessed rather low productivity but Management's efforts to secure orders from the larger chain stores
has resulted in the order book filling up during the second half of the year and going forward into the current
financial year.

The operational results in both the
spinning units were encouraging as
the balancing and modernization
investments have started to bear
fruit. Compact spinning attachments
in one of the sheds have become
successfully operational at the Gujar
Khan site and another unit is now
planned for conversion to compact
spinning. The ultimate plan would
be to convert the entire Gujar Khan
unit to compact spinning and
planning is under way at the
Rawalpindi unit, to also convert part of the spinning capacity to compact spinning. The trials are being
conducted with Chinese compact spinning equipment at Gujar Khan site and should this prove to be
successful, the conversion process will be accelerated owing to its cost advantage.




The operating results of the weaving unit were also satisfactory but the budgeted profitability of the unit
could not be achieved due to unprecedented increase in wages, gas tariff and financial charges.

Finally, the cloth processing and cut and sew facility
were unable to achieve budgeted targets due to
inability to secure enough orders during the first half
of the year and massive increase in cost of greige
fabric, dyes, chemicals and accessories and an
inability to pass through these increases to the
buyers.

The cross currency swap derivative products the
Company had entered into with a view to reducing
financial charges went horribly wrong owing to the
massive and sudden devaluation of the Pakistani rupee following the elections earlier in the year. An
expense of Rs. 156.898 million has already been incurred till 30-6-2008 on this account and paid as
refixing charges. This amount would explain in part the reasons for the sharp increase in financial charges.
At the time of writing this report, the swap products have been unwound in large part.

FINANCIAL REVIEW

During the year under review, the Company achieved G.P % TO SALE
sales of Rs. 7,558.322 million (2007: Rs. 7,140.167
million) showing an increase of 5.86%. Gross Profit
amounted to Rs. 1,162.700 million (2007: Rs. fi PO e
1,045.526 million) with an increase of 11.21% over 15.00% ﬂw—*
the last year. Profit from operations for the year o
amounted to Rs. 619.160 million (2007: Rs. 524.974

million) indicating an increase of 17.94% over the 5.00%
previous yeatr.
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Finance cost surged to Rs. 882.335 million as

compared to Rs. 603.951 million for the last year
which was the main factor eroding profit margins.
After adjusting for other operating income mainly SALE TREND
arising from revaluation gain on investment property 8000
and financial costs, profit before taxation for the year 7,000
amounted to Rs. 130.805 million and loss after 6,000
taxation amounted to Rs. 3.520 million. 5,000
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There being loss for the year and nil Earnings per 200
Share, the Directors express inability to pay any 1000
dividend for the year. However, the management is
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committed to gnsure efficient operations of the
Company to deliver value to the customers and other

stakeholders.



The Directors recommend as under:

Rs. 000
Profit before taxation 130,805
Provision for taxation 134,325
Loss after taxation (3,520)
Accumulated loss brought forward (26,417)
Add: Transfer from General Reserve 40,000

10,063

INFORMATION TECHNOLOGY

The Company is in the process of developing and
upgrading its management information systems. The

IT infrastructure has been set up utilizing state of the w
art equipment and high speed local area network on 8
Fiber Optic Technology. A modern solution based on 70

cutting edge communication technology has been
used for Company's connectivity with the rest of the
world through Internet and Intranet.

PERCENTAGE
S

The Company is utilizing Oracle Financials which is 10
a well known tool for financial systems. Oracle
Financials have been implemented successfully and
working on Oracle Purchasing & Inventory modules
is in process. Simultaneously, in house development
of systems to fill the gap between Oracle Financials & Inventory Purchasing are in progress resulting in
complete implementation of a few systems while the rest are in testing and evaluation phase. Installation
and implementation of systems is in progress and is at varying stages of completion with certain modules
now in use.
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In house developed systems are fully integrated with Oracle Financials to provide better reporting and paper
free environment within the Company. These systems are integrated financials, cost and management
accounting, production, marketing and human resource functions.
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SOCIAL COMPLIANCE AND HUMAN RESOURCES

The Company believes that a highly skilled and motivated workforce is essential for success. It gives
priority to human resource development.

Human resource policy has been based on the underlying values of fairness, merit, equal opportunity and
social responsibility. These values manifest themselves in the Company's polices of recruitment, performance
appraisal, training and development, health and safety and industrial relations.

Complying with our human resource polices, the Company does not employ any child labor and is an
equal opportunity employer. Company maintains a high standard of employees working and living conditions;
providing free, safe and clean residential facilities, utilities, medical care, life insurance and education.

The Company has taken a number of measures to develop its employees to meet the challenges of today's
competitive corporate world. The Company has invested extensively in employee development programs
by providing technical, computer, management, health & safety training in our in-house training facility
installed with the latest audio / visual equipment.

As a commitment to comply with international standards, the Company opted to adopt Social Accountability
Standard SA-8000:2001 and is now a certified Company.




SOCIAL SECTOR PROJECTS

Your Company remains committed to play a role in development of social seector projcets and has further
contiributed in construction of Sayeed Saigol Cardiac Complex at the Gulab Devi Hospital, Lahore by
donating a sum of Rs. 11.950 million this year. This project is at finishing stage and is expected to
commence operations soon.

QUALITY MANAGEMENT SYSTEMS

Your Company is ISO-9001:2000 certificated. The surveillance audits are being regularly and successfully
completed on six monthly basis.

Conforming to the Company's Quality Management Systems, product quality is consistently maintained
and monitored at every stage. Yarn and fabric is tested in most modern textile testing laboratories working
at all divisions. These laboratories are equipped with latest equipments and are environmentally controlled
to the most stringent of international standards. Quality control in made ups production facilities is based
on AQL system, ensuring high control on quality of products. Internal / external audits and management
reviews, clearly demonstrate control improvements and Company's long term commitment to improve its
management systems to reputed international standards.
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SAFETY, HEALTH AND ENVIRONMENT

Your Company provides and maintains, so far as practicable, equipment, systems and working conditions
which are safe and without risk to the health of all employees, visitors, contractors and the public.
Management has maintained its strong commitment to a safe environment in its operations throughout
the year.

The Company is well aware of the relationship between the textile production and related environment
issues. Keeping in view the ethical obligations to the environment, the working on implementation of ISO-
14001-2004 “Environment Management System” the documentation and environment monitoring process
has been completed and certification process is targeted to be completed soon.

Installation of effluent treatment plant (ETP) has commenced after thorough analysis of waste water and
taking into consideration the total pollution load. The same is expected to be completed and operational
by mid 2009.

The Company takes care and applies appropriate procedures to design /manufacture textile products so
as to ensure that no harmful substances are present in its products. It adopts recognized “environment
friendly” working methods and makes careful selection of dye stuffs, optimizes dye baths, uses chlorine
free bleaching techniques, low formaldehyde finishing methods and heavy metal free materials. By employing
these recognized methods, the Company produces safe products and has been able to comply with
requirements of European legislation regarding use of azo dyes and been certificated under OEKO Tex 100
Standard which is valid till April 30, 2009, confirming the Company's commitment to using harmless dyes
and chemicals in its production processes.
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SECURITY

Kohinoor is dedicated to the principles of social responsibility in the workplace. We believe in the dignity
of our employees, are convinced that all employees must work in safe and healthy workplaces, and are
committed to workplace practices that are not harmful to the environment we all share.

KTML participates in social responsibility education and monitoring activities and supports United State's
Customs Trade Partnership against Terrorism (C - TPAT) and is committed to improve security conditions
within the organization, as well as, throughout its supply chain from the factory to shipment.

The Company KTML is pleased to announce that Customs Trade Partnership against Terrorism (C-TPAT)
certification has been acquired by implementing all the requirements of this security standard.
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FUTURE PROSPECTS

The Company plans to invest in the following areas to improve productivity and quality and enhance its
marketing posture:

Spinning:

a) Additional ring frames are under installation at Gujar Khan and Rawalpindi.

b) Compact spinning attachments have arrived at Gujar Khan site and are under installation.
c) Modernization of blow room facilities at Rawalpindi is in progress.

d) Draw frames are to be replaced at Rawalpindi.

Weaving:

Feasibility is under preparation for setting up a third weaving shed at Raiwind if the current level of
home textiles ready for retail orders is maintained. This will result in reduced out sourcing of greige
fabric.

Cut and Sew Department:
a) The wadding manufacturing line is in trial operations and will reduce costs of the quilting operation.
b) Planning is under way to increase the stitching capacity by adding additional machines.

COMPLIANCE OF CODE OF CORPORATE GOVERNANCE

The Board of Directors periodically reviews the Company's strategic direction. Business plans and targets
are set by the Chief Executive and reviewed by the Board. The Board is committed to maintain a high
standard of corporate governance. The Board has reviewed the Code of Corporate Governance and confirms
that:-

a) The financial statements, prepared by the management of the Company, present fairly its state
of affairs, the result of its operations, cash flows and change in equity.

b) Proper books of account of the Company have been maintained.

c) Appropriate accounting policies have been consistently applied in preparation of financial statements
and accounting estimates are based on reasonable and prudent judgment.

d) International Accounting Standards, as applicable in Pakistan, have been followed in preparation
of financial statements and any departure there from, has been adequately disclosed.

e) The system of internal control is sound in design and has been effectively implemented and
monitored.

f) There are no significant doubts upon the Company's ability to continue as a going concern.

g) There has been no material departure from the best practices of corporate governance, as detailed
in the listing regulations of the stock exchanges.

h) Outstanding taxes and other government levies are given in related note(s) to the audited accounts.

i)  Key operating and financial data of last six years is annexed.

Value of investment of Provident Fund Trust, based on their un-audited accounts of June 30, 2008
is as under:-

(Rs. in thousand)
Provident Fund 124,116

DIRECTORS AND BOARD MEETINGS

During the year, Mr. Usman Said resigned from the Board and Mrs. Shehla Tarig Saigol was appointed as
Director in his place to fill the casual vacancy for the remainder of the term. On completion of the term of
Board of Directors, election for constitution of new Board for a term of three years was held on April 18,
2008. Following Directors were elected whose term of three years commenced on April 23, 2008: -

Name of Directors Designation

Mr. Tariq Sayeed Saigol Chairman/Director
Mr. Taufique Sayeed Saigol Chief Executive/Director
Mrs. Shehla Tariq Saigol Director

Mr. Sayeed Tariq Saigol Director

Mr. Waleed Tariq Saigol Director

Mr. Zamiruddin Azar Director

Mr. Abdul Hai Mehmood Bhaimia Director



During the year under report, the Board of directors met four times. The number of meetings attended by
each director during the year is shown below: -

Name Meetings Attended

Mr. Tariq Sayeed Saigol

Mr. Taufique Sayeed Saigol

Mr. Sayeed Tariq Saigol

Mr. Waleed Tariq Saigol

Mr. Usman Said

Mr. Zamiruddin Azar

Mr. S. M. Imran

Mr. Abdul Hai Mehmood Bhaimia

PN EPAEAENWD

Leave of absence was granted to Directors who could not attend the Board meetings.
TRADE OF COMPANY'S SHARES

During the financial year no share transfers involving Directors, Company Secretary, CFO and Executives
of the Company (including their spouses and minor children) were reported.

PATTERN OF SHAREHOLDING

The statement of shareholding of the Company as at June 30, 2008 is annexed. This statement is in
accordance with the Code of Corporate Governance and Companies Ordinance, 1984.

AUDIT COMMITTEE

Name Designation
Mr. Zamiruddin Azar Chairman
Mr. Sayeed Tarig Saigol Member
Mr. Waleed Tariq Saigol Member
Mr. Muhammad Ashraf Secretary

APPOINTMENT OF SHARE REGISTRAR

In Compliance with Section 204-A of the Companies Ordinance, 1984, M/s. Vision Consulting Ltd, 3-C,
LDA Flats, Lawrence Road, Lahore have been appointed as Share Registrar of the Company w.e.f. September
01, 2008. Therefore, all shareholders of the Company, Stock Brokers are directed to contact and correspond
in connection with all shares related matters, CDC approvals to the Share Registrar.

AUDITORS

The auditors of the Company M/s. Riaz Ahmad & Company, Chartered Accountants, have retired and
offered their services again. The Audit Committee has recommended their appointment as auditors of the
Company for the accounting year ending June 30, 2009.

ACKNOWLEDGEMENT

The Directors are grateful to the Company's members, financial institutions and customers for their
cooperation and support. They also appreciate hard work and dedication of all the employees working at
the various divisions.

For and on behalf of the Board

J

Lahore: September 26, 2008 TAUFIQUE SAYEED SAIGOL
Chief Executive
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STATEMENT OF COMPLIANCE WITH THE CODE OF CORPORATE GOVERNANCE
FOR THE YEAR ENDED JUNE 30, 2008

This statement is being presented to comply with the Code of Corporate Governance contained in Listing
Regulations of Stock Exchanges in Pakistan for the purpose of establishing a framework of good governance,
whereby a listed company is managed in compliance with the best practices of corporate governance.

The Company has applied the principles contained in the Code in the following manner:-

1. The Company encourages the representation of non-executive directors on its Board of Directors. At
present the Board of Directors includes five independent non-executive directors.

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

3. Allthe resident directors of the Company are registered as taxpayers and none of them has defaulted
in payment of any loan to a banking company, a DFI or an NBFI or, being a member of a stock
exchange, has been declared as a defaulter by that stock exchange.

4. One casual vacancy occurred in the Board during the period, was filled in within 30 days thereof.
However, during the year election of Directors was held for the next term commencing April 23, 2008
and seven Directors were elected as fixed by the Board.

5. The Company has prepared a ‘Statement of Ethics and Business Practices’, which has been signed
by all the directors and employees of the Company.

6. The Board has developed a vision/mission statement, overall corporate strategy and 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.

7. All the powers of the Board have been duly exercised and decisions on material transactions, including
appointment and determination of remuneration and terms and conditions of employment of the CEO
and other executive directors, have been taken by the Board.

8. The meetings of the Board were presided over by the Chairman and, in his absence, by a director
elected by the Board for this purpose and the Board met at least once in every quarter. Written notices
of the Board meetings, along with agenda and working papers, were circulated at least seven days
before the meetings. The minutes of the meetings were appropriately recorded and circulated.

9. The Board arranged Orientation Course for its Directors during the year to apprise them of their duties
and responsibilities.

10. The Board has approved appointment of CFO, Company Secretary and Head of Internal Audit, including
their remuneration and terms and conditions of employment, as determined by the CEO.

11. The directors’ report for this year has been prepared in compliance with the requirements of the Code
and fully describes the salient matters required to be disclosed.

12. The financial statements of the Company were duly endorsed by CEO and CFO before approval of the
Board.

13. The directors, CEO and executives do not hold any interest in the shares of the Company other than
that disclosed in the pattern of shareholding.



14.

15.

16.

17.

18.

19.

20.

The Company has complied with all the corporate and financial reporting requirements of the Code.

The Board has formed an audit committee. It comprises three members. Two of them are non-executive
directors including the chairman of the committee.

The meetings of the audit committee were held at least once every quarter prior to approval of interim
and final results of the Company and as required by the Code. The terms of reference of the committee
have been formed 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 programme of the Institute of Chartered Accountants of Pakistan,
that they or any of the partners of the firm, their spouses and minor children do not hold shares of
the Company and that the firm and all its partners are in compliance with International Federation of
Accountants (IFAC) guidelines on code of ethics as adopted by Institute of Chartered Accountants
of Pakistan.

The statutory auditors or the persons associated with them have not been appointed to provide other
services except in accordance with the listing regulations and the auditors have confirmed that they
have observed IFAC guidelines in this regard.

We confirm that all other material principles contained in the Code have been complied with.

For & on behalf of the Board

7

Lahore: September 26, 2008 TAUFIQUE SAYEED SAIGOL

Chief Executive

17
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REVIEW REPORT TO THE MEMBERS ON STATEMENT OF COMPLIANCE WITH BEST
PRACTICES OF CODE OF CORPORATE GOVERNANCE

We have reviewed the statement of compliance with the best practices contained in the Code of Corporate
Governance prepared by the Board of Directors of KOHINOOR TEXTILE MILLS LIMITED (“the Company”)
for the year ended 30 june 2008, to comply with the respective Listing Regulations of the respective Stock
Exchanges, where the company is 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 extent where such compliance can be objectively
verified, whether the Statement of Compliance reflects the Status of the Company’s compliance with the
provisions of the Code of Corporate Governance and report if it does not. A review is limited primarily to
inquiries of the Company personnel and review of various documents prepared by the Company to comply
with the Code.

As part of our audit of financial statements, we are required to obtain an understanding of the accounting
and internal control svstems sufficient to plan the audit and develop an effective audit approach. We have
not carried out any special review of the internal control system to enable us to express an opinion as to
whether the Board’s statement on the internal control covers all controls and the effectiveness of such
internal controls.

Based on our review, nothing has come to our attention, which causes us to believe that the Statement
of Compliance does not appropriately reflect the Company’s compliance, in all material respects, with the
best practices contained in the Code of Corporate Governance as applicable to the Company for the year
ended 30 June 2008.

by L) L

Islamabad: RIAZ AHMAD & COMPANY
September 26, 2008 Chartered Accountants



AUDITORS’ REPORT TO THE MEMBERS

We have audited the annexed balance sheet of “KOHINOOR TEXTILE MILLS LIMITED” as at 30 June 2008
and the related profit and loss account, cash flow statement, and statement of changes in equity together
with the notes forming part thereof, for the year then ended and we state that we have obtained all the
information and explanations which, to the best of our knowledge and belief, were necessary for the
purposes of our audit.

It is the responsibility of the company's management to establish and maintain a system of internal control,
and prepare and present the above said statements in conformity with the approved accounting standards
and the requirements of the Companies Ordinance, 1984. Our responsibility is to express an opinion on
these statements based on our audit.

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

a) inour opinion, proper books of account have been kept by the company as required by the Companies
Ordinance, 1984,

b) in our opinion:

(i) the balance sheet and profit and loss account together with the notes thereon, have been drawn
up in conformity with the Companies Ordinance, 1984 and are in agreement with the books of
account and are further in accordance with accounting policies consistently applied,;

(ii) the expenditure incurred during the year was for the purpose of the company's business; and

(iii) the business conducted, investments made and the expenditure incurred during the year were
in accordance with the objects of the company;

¢) inour opinion and to the best of our information and according to the explanations given to us, the
balance sheet, profit and loss account, cash flow statement and statement of changes in equity together
with the notes forming part thereof conform with approved accounting standards as applicable in
Pakistan, and, give the information required by the Companies Ordinance, 1984, in the manner so
required and respectively give a true and fair view of the state of the company's affairs as at 30 June
2008 and of the loss, its cash flows and changes in equity for the year then ended; and

d) in our opinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII
of 1980).

\An\ L) L

Islamabad: RIAZ AHMAD & COMPANY
September 26, 2008 Chartered Accountants
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Note

EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Authorized share capital
170,000,000 ( 2007: 170,000,000)

ordinary shares of Rupees 10 each
30,000,000 ( 2007: 30,000,000)

preference shares of Rupees 10 each
Issued, subscribed and paid up share capital 4
Reserves 5
Total equity
Surplus on revaluation of investment property
NON-CURRENT LIABILITIES
Long term financing 6
Liabilities against assets subject to finance lease 7
Deferred tax liability 8
CURRENT LIABILITIES
Trade and other payables 9
Accrued mark-up 10
Short term borrowings 11
Current portion of non-current liabilities 12
CONTINGENCIES AND COMMITMENTS 13

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

7

Chief Executive

BALANCE SHEET

2008

2007

(Rupees in thousand)

1,700,000 1,700,000
300,000 300,000
2,000,000 2,000,000
1,455,262 1,455,262
2,266,768 4,575,057
3,722,030 6,030,319
1,263,592 1,263,592
2,451,030 2,460,638
134,199 227,643
466,899 270,812
3,052,128 2,959,093
636,998 475,000
236,396 59,219
3,994,524 2,775,505
609,654 921,325
5,477,572 4,231,049
13,515,322 14,484,053




AS AT 30 JUNE 2008

ASSETS
NON-CURRENT ASSETS

Property, plant and equipment
Investment property

Long term investment

Long term deposits

CURRENT ASSETS

Stores and spares

Stock -in- trade

Trade debts

Advances

Derivative financial instrument

Security deposits and short term prepayments

Accrued interest

Other receivables

Short term investments
Taxation recoverable
Cash and bank balances

Non current assets classified as held for sale

Note

14
15
16
17

18
19
20
21
52
22

23
24

25

26

2008 2007
(Rupees in thousand)

3,972,540 3,971,021
1,720,835 1,384,577
2,035,902 4,553,255

28,824 28,135

7,758,101 9,936,988

290,947 284,228
1,673,062 1,755,097
1,340,460 1,062,320

370,422 137,776
206,054 -
9,114 14,463
115 386
294,257 285,382
1,016,477 904,327
52,684 39,355
75,387 63,731

5,328,979 4,547,065

428,242 -

5,757,221 4,547,065

13,515,322 14,484,053

.
/

Director
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PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 30 JUNE 2008

Note
SALES 27
COST OF SALES 28
GROSS PROFIT
SELLING AND DISTRIBUTION EXPENSES 29
ADMINISTRATIVE EXPENSES 30
OTHER OPERATING EXPENSES 31
PROFIT FROM OPERATIONS
OTHER OPERATING INCOME 32
FINANCE COST 33
PROFIT / (LOSS) BEFORE TAXATION
PROVISION FOR TAXATION 34
LOSS AFTER TAXATION
EARNINGS PER SHARE - RUPEES 38

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

7

Chief Executive

2008 2007
(Rupees in thousand)

7,558,322 7,140,167
6,395,622 6,094,641

1,162,700 1,045,526

381,161 372,793
149,542 135,347
12,837 12,412
543,540 520,552
619,160 524,974
393,980 50,684
1,013,140 575,658
882,335 603,951
130,805 (28,293)
134,325 11,529
(3,520) (39,822)
(0.02) (0.32)

Director




CASH FLOW STATEMENT
FOR THE YEAR ENDED 30 JUNE 2008

CASH FLOWS FROM OPERATING ACTIVITIES

Cash generated from operations
Finance cost paid

WPPF paid

Taxes paid

Net cash used in operating activities
CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditure on property, plant and equipment
Payment for land classified as held for sale

Long term deposits

Purchase of investment/ right shares

Return on bank deposits

Proceeds from sale of property, plant and equipment
Proceeds from sale of investments

Dividend received

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from:

Long term financing - secured

Short term borrowing

Right issue of ordinary shares
Repayment of:

Long term financing - secured

Finance leases

Term finance certificates
Dividend paid

Net cash from financing activities
Net increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

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

7

Chief Executive

2008 2007
Note (Rupees in thousand)
35 756,793 463,127
(705,158) (625,581)
®) (5,431)
(51,681) (47,774)
(51) (215,659)
(366,981) (718,843)
(428,242) -
(689) (10,571)
(419,229) (466,522)
2,232 1,242
19,299 30,230
404,400 -
13,014 8,631
(776,196)  (1,155,933)
1,828,256 1,138,617
1,219,019 538,671
- 435,970
(2,101,339) (965,392)
(86,782) (78,089)
(71,250) (71,250)
@ (15)
787,903 998,512
11,656 (373,080)
63,731 436,811
75,387 63,731
z\,\/}V\O\I\.

_——

Director
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

1.

THE COMPANY AND ITS OPERATIONS

Kohinoor Textile Mills Limited is a public limited company incorporated in Pakistan under the Companies
Act,1913 (now Companies Ordinance, 1984) and listed on the Karachi, Lahore and Islamabad Stock
Exchanges. The registered office of the Company is situated at 42 Lawrence Road, Lahore. The
principal activity of the company is manufacturing of yarn and cloth, processing and stitching the cloth
and trade of textile products.

STATEMENT OF COMPLIANCE

2.1

2.2

2.3

2.4

These financial statements have been prepared in accordance with approved accounting
standards as applicable in Pakistan. Approved accounting standards comprise of such
International Financial Reporting Standards (IFRS) issued by the International Accounting
Standards Board as are notified under the Companies Ordinance, 1984, provisions of and
directives issued under the Companies Ordinance, 1984. In case requirements differ, the
provisions or directives of the Companies Ordinance, 1984 shall prevail.

Amendments to published standards effective in current year

During the year ended 30 June 2008, amendments relating to capital disclosures made in
International Accounting Standard (IAS) 1 'Presentation of Financial Statements' became effective.
Adoption of such amendment has added disclosure relating to capital risk management (Note
40.2).

Standards, interpretations and amendments to published approved accounting standards
effective in current period but not relevant

There are other new standards and interpretations that are mandatory for accounting periods
beginning on or after 01 July 2007 but are considered not to be relevant or do not have any
significant impact on the Company's financial statements.

Standards and amendments to published approved accounting standards that are not yet
effective

The following standards and amendments to existing standards have been published and are
mandatory for the Company’s accounting periods beginning on or after 01 July 2008 or later
periods:

IFRS 7 ‘Financial Instruments: Disclosures' (effective for annual periods beginning on or after
28 April 2008). It introduces new disclosures relating to financial instruments. This standard
would not have any impact on the classification and valuation of the Company's financial
instruments.

IFRS 8 'Operating Segments' (effective for annual periods beginning on or after 01 January
2009). It introduces the "management approach” to segment reporting. IFRS 8 will require
presentation and disclosure of segment information based on the internal reports regularly
reviewed by the Company's chief operating decision makers in order to assess each segment's
performance and to allocate resources to them. Currently the Company do not presents segment
information as IAS 14 limits reportable segments to those that earn a majority of their revenue
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from sales to external customers and therefore did not require the different stages of vertically
integrated operations to be identified as separate segments.

IAS 1 'Presentation of Financial Statements' (effective for annual periods beginning on or after
01 January 2009), issued in September 2007 revises the existing IAS 1 and requires apart from
changing the names of certain components of financial statements, presentation of transactions
with owners in statement of changes in equity and with non-owners in the Comprehensive
Income Statement. Adoption of the aforesaid standard will only impact the presentation of the
financial statements.

IAS 23 (Amendment) '‘Borrowing Costs' (effective for annual periods beginning on or after 01
January 2009). It requires an entity to capitalize borrowing costs directly attributable to the
acquisition, construction or production of a qualifying asset (one that takes a substantial period
of time to get ready for use or sale) as part of the cost of that asset. This change will not affect
the financial statements as the company already has the policy to capitalize its borrowing costs.

There are other amendments resulting from May 2008 Annual Improvements to IFRSs, specifically
in IAS 1 'Presentation of Financial Statements', IAS 16 'Property, Plant and Equipment’, IAS 23
'Borrowing Costs', IAS 36 'Impairment of Assets' IAS 38 ‘Intangible Assets’, IAS 39 'Financial
Instruments: Recognition and Measurement' and IFRS 5 ‘Non-current Assets Held for Sale and
Discontinued Operations’ that are considered relevant to the Company's financial statements.
The management is in the process of evaluating the impact of these changes on the Company's
financial statements.

There are other accounting standards and new interpretations that are mandatory for accounting
periods beginning on or after 01 July 2008 but are considered not to be relevant or do not have
any significant impact on the Company's financial statements and are therefore not detailed in
these financial statements.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1

3.2

3.2.1

Basis of Preparation

These financial statements have been prepared under the historical cost convention, except for
financial instruments and investment property which are carried at their fair value. These financial
statements represent separate financial statements of the Company. The consolidated financial
statements of the Group are being issued separately.

Critical accounting estimates and judgments

The preparation of financial statements in conformity with the approved accounting standards
requires the use of certain critical accounting estimates. It also requires the management to
exercise its judgment in the process of applying the Company's accounting policies. Estimates
and judgments are continually evaluated and are based on historical experience, including
expectation of future events that are believed to be reasonable under the circumstances. The
areas where various assumptions and estimates are significant to the Company's financial
statements or where judgments were exercised in application of accounting policies are as
follows:

Useful lives, patterns of economic benefits and impairments

Estimates with respect to residual values, depreciable lives and pattern of flow of economic
benefits are based on the analysis of the management of the Company. Further, the Company



3.2.2

3.2.3

3.24

3.3

3.4

reviews the value of assets for possible impairments on an annual basis. Any change in the
estimates in the future might affect the carrying amount of respective item of property, plant
and equipment, with a corresponding effect on the depreciation charge and impairment.

Financial instruments

The fair value of financial instruments that are not traded in an active market is determined by
using valuation techniques based on assumptions that are dependent on market conditions
existing at balance sheet date.

Taxation

In making the estimates for income tax currently payable by the Company, the management
takes into account the current income tax law and the decisions of appellate authorities on
certain issues in the past.

Provisions

The Company reviews investments / receivables against any provision required for any doubtful
balances on an ongoing basis. The provision is made while taking into consideration expected
recoveries, if any.

Employee benefits

The Company operates an approved defined contribution provident fund for all its employees.
Equal monthly contributions are made both by the company and employees at the rate of 8.33
percent of basic salary and cost of living allowance to the fund.

Taxation
Current

The company falls in the ambit of presumptive tax regime regarding export sales under section
154 of the Income Tax Ordinance, 2001. Provision for income tax is made in the financial
statements accordingly. However, provision for tax on local sales and other income is based
on taxable income at the prevailing current rates after considering the rebates and tax credits
available, if any, or one-half percent of turn over, which ever is higher.

Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of all temporary
timing differences arising from difference between the carrying amount of the assets and
liabilities in the financial statements and corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are recognized for all taxable temporary differences and
deferred tax assets are recognized for all deductible temporary differences to the extent that it
is probable that taxable profit will be available against which the deductible temporary differences,
unused tax losses and tax credits can be utilized.

Deferred tax is calculated at the rates that are expected to apply to the period when the
differences reverse, based on tax rates that have been enacted or substantively enacted by the
balance sheet date. Deferred tax is charged or credited in the income statement, except where
deferred tax arises on the items credited or charged to equity in which case it is included in

equity.
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3.5

3.6

3.7

3.8

Trade and other payables

Liabilities for trade and other amounts payable are initially recognized at fair value which is
normally the transaction cost.

Provisions

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

Finance leases

Leases where the company has substantially all the risks and rewards of ownership are classified
as finance leases. Assets subject to finance lease are stated at the lower of present value of
minimum lease payments under the lease agreements and the fair value of the assets. The
related rental obligations, net of finance charges, are included in liabilities against assets subject
to finance lease.

Each lease payment is allocated between the liability and finance charge so as to achieve a
constant rate on the balance outstanding. Finance charge of the rental is charged to profit and
loss account over the lease term.

Property, plant, equipment and depreciation
Owned
a) Cost

Property, plant and equipment except freehold land and capital work in progress are stated
at cost less accumulated depreciation and impairment losses, if any. Freehold land and
capital work in progress are stated at cost. Cost of tangible assets consists of historical
cost, borrowing cost pertaining to erection/construction period and other directly attributable
cost of bringing the asset to working condition.

Subsequent costs are included in the asset's carrying amount or recognized as a separate
asset, as appropriate, only when it is probable that future economic benefits associated
with the item will flow to the Company and the cost of the item can be measured reliably.
All other repair and maintenance costs are charged to profit and loss account during the
period in which they are incurred.

b)  Depreciation

Depreciation on all operating property, plant and equipment is charged to profit and loss
account on reducing balance method after taking into account residual value, if any, so
as to write off the depreciable amount of an asset over its estimated useful life at the rates
given in Note 14.1. Depreciation on additions is charged from the month the assets are
available for use while no depreciation is charged in the month in which the assets are
disposed off. The residual values and useful lives of assets are reviewed by the management
at each financial year end and adjusted if impact on depreciation is significant.



3.9

3.10

3.11

c) Derecognition

An item of property, plant and equipment is derecognized on disposal or when no future
economic benefits are expected from its use or disposal. Any gain or loss arising on
derecognition of the asset (calculated as the difference between the net disposal proceeds
and carrying amount of the asset) is included in the profit and loss account in the year
the asset is derecognized.

Leased
Finance lease

Leases where the Company has substantially all the risks and rewards of ownership are
classified as finance lease. Asset subject to finance lease are capitalized at the
commencement of the lease term at the lower of present value of minimum lease payments
under the lease agreements and the fair value of the leased assets, each determined at
the inception of the lease.

The related rental obligation net of finance cost, is included in liabilities against assets
subject to finance lease. The liabilities are classified as current and long term depending
upon the timing of payments.

Each lease payment is allocated between the liability and finance cost so as to achieve
a constant rate on the balance outstanding. The finance cost is charged to profit and loss
account over the lease term.

Depreciation of assets subject to finance lease is recognized in the same manner as for
owned assets. Depreciation of the leased assets is charged to profit and loss account.

Investment Property

Investment properties are carried at fair value which is based on active market prices, adjusted,
if necessary, for any difference in the nature, location or condition of the specific asset. The
valuation of the property is carried out with sufficient regularity.

Gain or losses arising from a change in the fair value of investment properties are included in
the profit and loss account currently.

Intangible assets

Intangible assets, which are non-monetary assets without physical substance, are recognized
at cost, which comprise purchase price, non-refundable purchase taxes and other directly
attributable expenditures relating to their implementation and customization. After initial recognition
an intangible asset is carried at cost less accumulated amortization and impairment losses, if
any. Intangible assets are amortized from the month, when these assets are available for use,
using the straight line method, whereby the cost of the intangible asset is amortized over its
estimated useful life over which economic benefits are expected to flow to the Company. The
useful life and amortization method is reviewed and adjusted, if appropriate, at each balance
sheet date.

Investments

The company's management determines the appropriate classification of its investments at the
time of purchase.
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3.12

Investments are initially measured at fair value plus transaction costs directly attributable to
acquisition, except for "investments at fair value through profit and loss account".

Investments at fair value through profit and loss account

Investments classified as held-for-trading and those designated as such are included in this
category. Investments are classified as held-for-trading if they are acquired for the purpose of
selling in the short term.

Gains or losses on investments held-for-trading are recognised in profit and loss account.
Held-to-maturity

Investments with fixed or determinable payments and fixed maturity are classified as held-to-
maturity when the company has the positive intention and ability to hold to maturity. Investments
intended to be held for an undefined period are not included in this classification. Other long
term investments that are intended to be held to maturity are subsequently measured at amortised
cost. This cost is computed as the amount initially recognised minus principal repayments,
plus or minus the cumulative amortisation using the effective interest method of any difference
between the initially recognized amount and the maturity amount. For investments carried at
amortised cost, gains and losses are recognized in profit and loss account when the investments
are derecognized or impaired, as well as through the amortisation process.

Available-for-sale

Other investments not covered in any of the above categories are classified as available-for-
sale.

After initial recognition, investments which are classified as available-for-sale are measured
at fair value. Gains or losses on available-for-sale investments are recognized directly in equity
until the investment is sold, derecognised or is determined to be impaired, at which time the
cumulative gain or loss previously reported in equity is included in the profit and loss account.
Upon impairment, gain / loss including that had been previously recognised directly in equity,
is included in the profit and loss account for the year.

For investments that are actively traded in organised financial markets, fair value is determined
by reference to stock exchange quoted market bids at the close of business on the balance
sheet date. For investments where there is no quoted market price, fair value is determined by
reference to the current market value of another instrument which is substantially the same or
is calculated based on the expected cash flows of the underlying net asset base of the investment
or based on other appropriate valuation techniques.

All purchases and sales of investments are recognized on the trade date which is the date that
the company commits to purchase or sell the investment.

Equity investment in subsidiary and associated companies

The investments in subsidiary where control can be established and those associates where
the company does not have significant influence are classified as "Available for Sale".

Inventories

Inventories, except for stock in transit and waste stock are stated at lower of cost and net
realizable value. Cost is determined as follows:



3.13

3.14

3.15

Stores and spares

Useable stores and spares are valued principally at moving average cost, while items considered
obsolete are carried at nil value. In transit stores and spares are valued at cost comprising
invoice value plus other charges paid thereon.

Stock in trade
Cost of raw material is based on annual average cost.

Cost of work in process and finished goods comprises cost of direct material, labour and
appropriate manufacturing overheads. Cost of goods purchased for resale are based on weighted
average.

Materials in transit are valued at cost comprising invoice value plus other charges paid thereon.
Waste stock is valued at net realizable value.

Net realizable value signifies the estimated selling price in the ordinary course of business less
costs necessarily to be incurred in order to make a sale.

Trade and other receivables

Trade debts and other receivables are carried at original invoice amount less an estimate made
for doubtful debts and other receivables based on a review of all outstanding amounts at the
year end. Bad debts and other receivables are written off when identified.

Derivative financial instruments

Derivative financial instruments are initially recognized at fair value on the date a derivative
contract is entered into and are remeasured to fair value at subsequent reporting dates. The
method of recognizing the resulting gain or loss depends on whether the derivative is designated
as a hedging instrument, and if so, the nature of the item being hedged. The company designates
certain derivatives as cash flow hedges.

The Company documents at the inception of the transaction the relationship between the hedging
instruments and hedged items, as well as its risk management objective and strategy for
undertaking various hedge transactions. The Company also documents its assessment, both
at hedge inception and on an ongoing basis, of whether the derivatives that are used in hedging
transactions are highly effective in offsetting changes in cash flow of hedged items.

The effective portion of changes in the fair value of derivatives that are designated and qualify
as cash flow hedges are recognized in equity. The gain or loss relating to the ineffective portion
is recognized immediately in the profit and loss account.

Amounts accumulated in equity are recognized in profit and loss account in the periods when
the hedged item will affect profit or loss.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at book value which approximates
their fair value. For the purpose of the cash flow statement, cash equivalents comprise cash
in hand, cash at banks and other short term highly liquid instruments that are readily convertible
into known amounts of cash and which are subject to insignificant risk of changes in values.
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3.16

3.17

3.18

3.19

3.20

3.21

Non current assets classified as held for sale

Non-current assets that are expected to be sold within a period of one year from the balance
sheet date are classified as held for sale and are measured at lower of carrying amount and
fair value less costs to sell.

Revenue recognition

a) Revenue from local sales is recognized on dispatch of goods to customers while in case
of export sales it is recognized on the date of bill of lading.

b)  Dividend on equity investments is recognized as income when the company's right to
receive payment is established.

c) Interest on bank deposits is recognized on accrual basis.
Borrowing costs

Borrowing costs are capitalized upto the date of commissioning of respective fixed asset
acquired out of the proceeds of such borrowings. All other mark up, interest and other charges
are charged to profit and loss account.

Foreign currencies

Transactions in foreign currency during the year are translated into Pak Rupees at the rates
of exchange prevailing on the date of transaction. All monetary assets and liabilities in foreign
currencies are translated into Pak Rupees at the rate of exchange prevailing on the balance
sheet date except where forward exchange contracts have been made, in which case the
contracted rates are applied. All exchange gains and losses are taken to the profit and loss
account.

Financial instruments

Financial instruments are recognized at fair value when the Company becomes party to the
contractual provisions of the instrument by following trade date accounting. Any gain or l0ss
on the subsequent measurement is charged to the profit and loss account. The Company
derecognizes a financial asset or a portion of financial asset when, and only when, the enterprise
loses the control over contractual right that comprises the financial asset or a portion of financial
asset. While a financial liability or a part of financial liability is derecognized from the balance
sheet when, and only when, it is extinguished, i.e. when the obligation specified in contract is
discharged, cancelled or expired.

The particular measurement methods adopted are disclosed in the individual policy statements
associated with each item.

Financial assets are long term investments, long term deposits, trade debts, loans and advances
and other receivables, short term investments and cash and bank balances.

Financial liabilities are classified according to the substance of the contractual agreements
entered into. Significant financial liabilities are long term financing, short term borrowings and
trade and other payables.

Impairment

The carrying amounts of the company's assets are reviewed at each balance sheet date to
determine whether there is any indication of impairment loss. If any such indication exists, the
recoverable amount of such assets is estimated and impairment losses are recognized in the
profit and loss account. Where an impairment loss subsequently reverses, the carrying amount
of the asset is increased to the revised recoverable amount but limited to the extent of the initial
cost of the asset. A reversal of the impairment loss is recognized in the profit and loss account.





































































































































































































































































