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NADEEM TEXTILE MILLS LIMITED
NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that 20" Annual General Meeting of the Company will be held at 801-804, Lakson Square
Building No.3, Block-A, Sarwar Shaheed Road, Karachi, on Monday, 30" October, 2006 at 3:30 p.m. to transact the
following business.

L.

Recitation from the Holy Quran.

th

2. To confirm the Minutes of the 19" Annual General Meeting of the Company held on
28" October, 2005.
3. To receive, consider, and adopt the audited accounts for the period ended 30" June, 2006 together with the
Directors' and Auditors' report thereon.
4. To elect seven (7) Directors as fixed by the Board for a term of three years in accordance with the Section 178
ofthe Companies Ordinance, 1984 and to fix their remuneration.
The names of the resigned directors are:
(1) Mr. Zahid Mazhar ) Mst. Rafia Sultana
(i1) Mr. Shahid Mazhar (vi) Mst. Naila Zahid
(i)  Mr. Omer Bin Zahid (vil)  Mst. Ghazala Shahid
@iv) Mr. Ahmed Bin Shahid
The members are informed that the above directors have offered themselves for re-election.
5. To appoint Auditors and fix their remuneration for the next term.
6. To transact any other ordinary business as may be placed before the meeting with the
permission of the Chair.
Karachi BY ORDER OF THE BOARD
Dated: September 30,2006 Company Secretary
Notes:
1. The share transfer books of the company will remain closed from 20" October, 2006 to
30" October, 2006 (both days inclusive).
2. Amember entitled to attend and vote at the General Meeting is also entitled to appoint a proxy to attend and vote
on his/her behalf.
3. A member who has deposited his/her shares into Central Depository Company of Pakistan Limited, must bring
his/her participant ID number and account/sub account number along-with Computerized National Identity
Card (CNIC) or original passport at the time of attending the meeting.
4. The instrument appointing a proxy must be received in the registered office of the Company Forty-eight (48)
hours before the meeting. A proxy must be a member of the company.
5. Shareholders are requested to promptly notify any change in their address.
6.  Members who have not yet submitted photocopy of their Computerized National Identity Cards to the Company

or Registrar are requested to send the same at the earliest.

(4]

=



Shadfnan

NADEEM TEXTILE MILLS LIMITED
DIRECTORS' REPORT TO THE SHARE HOLDERS

—_—n

Dear Shareholders,

The Directors of the Company are pleased in presenting before you the 20th Annual Report together with the audited accounts of
the Company for the year ended June 30, 2006.

SUMMARY OF FINANCIALRESULTS

RUPEES
Profitbefore taxation 6,984,414
TAXATION
Current 9,745,413
Prior Year (447,432)
Deferred Tax (7,226,274)

2,071,707

Profit after Tax 4,912,707

BREAK-UPVALUE AND EARNING PER SHARE
The break-up value of your shares as on June 30,2006 was Rs. 25.10 as compared to Rs. 24.69 as at June 30, 2005.

The earning per share for the year ended June 30,2006 is Rs. 0.41 as per computation below:

RUPEES
Profit after taxation 4,912,707
No. of ordinary shares 12,015,000
Earning per share Rs.0.41

OVERVIEW
The sales turnover of the Company has significantly increased. During the year under review, the Company's net sales amounted to
Rs. 1,273 million as compared to Rs. 693 million in the last nine months period, showing a prorata increase 0f37.75%.

The Company made a pre-tax profit of Rs. 6,984,414/= during the period under review, as compared to pre-tax profit of Rs.
8,978,337 of the last nine months period. A sharp increase is observed in financial charges, which increased to Rs. 62.87 million
during the year as compared to Rs. 33 million of previous nine months period. This increase is mainly due to increasing rates of
markup. The gross profit percentage this year was 8.4%.

OPERATING PERFORMANCE
The mills have remained in operation throughout the year and worked on 3 shifts basis. The 20/1 count converted production of the
period works outto 8.56 million kgs. (2005: 6.17 million kgs.).

EXPANSION/BMRPLAN
The Company has installed further 8,064 spindles to enhance the production facilities. Heavy investments have also been made on
all the other departments to facilitate the expansion of Ring department. Following major expansion / modernization has been
made in various departments:

Carding (4 sets Crosrol)

Drawing Simplex (1 sets Hara Draw Frame and Toyoda FL-16 Roving Frame)
Ring (12 sets Ring Spinning Frames EJM-168)

Ring (12 sets Frequency Invertors)

Auto Cone (1 set Savio Autoconer)

TFO (16 sets Aqua Splicers)

TFO (20 sets TFO Twisters)

TFO (4 sets Doubling Winders)

Power Generation (One set CAT Genset 1600KW /2000KVA)

[]
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FUTURE OUTLOOK

Generally a good cotton crop is expected this year. However, Some locations in cotton growing areas of Southern Punjab and
Sindh, received heavy rains and flood that damaged cotton crop substantially. Under the prevailing circumstances the country's
production of cotton is being estimated at 12.5 million bales against earlier official production target of some 13.8 million bales.
Pakistan is likely to import some 3.0 to 3.5 million cotton bales in order to meet country's growing domestic cotton consumption
that is estimated at around 15.5 to 16.0 million bales during 2006-2007. The mills had good stock of cotton at the start of last year
whereas unsold stocks were between 1.5 and 2.0 million bales. This season, the mills are maintaining thin cotton inventory due to
late cotton crop. Due to deficiency of cotton at the end of the previous season the prices of cotton has initially gone up but have
started to stabilise now.

The bank markup rates increased by more than 200 per cent during last 5 years, which has consequently increased the financial
charges of textile mills. This has now forced the industry to stop further investment. Besides rising rates of markup, increasing rates
of fuel and power has also significantly increased the cost of manufacturing. All Pakistan Textile Mills Association (APTMA) has
put forward to the Government multiple proposals including LTF and DTRE schemes for the textile industry, reduction in interest
rates as well as cost of fuel and power and to abolish the import duty on textile machinery and spares. APTMA has requested to the
government to meet challenges facing the local textile industry at the regional and global levels and has appealed to the
government to facilitate the textile sector for the future growth of the industry and the economic growth of Pakistan.

DIVIDEND
The Directors have not recommended any dividend due to allocation of funds for repayment of debts acquired for heavy BMR.

HUMAN RESOURCE

The management of the Company gives much importance to the optimal use of human resources by proper training and motivation
of the employees. The management is upgrading the manpower through the induction of qualified staff and through proper
training.

CORPORATE GOVERNANCE
The Board of Directors hereby declares that for the period ended June 30, 2006:

The financial statements, together with the notes thereon have been drawn up in conformity with the Companies Ordinance 1984.
These Statements present fairly the Company's state of affairs, results of'its operations, cash flow and changes in equity.

The Company entered in arm length transactions with other members of the group. These transaction are in compliance with the
directives issued by the Security & Exchange Commission of Pakistan (SECP) in this regard.

Proper books of accounts of the Company have been maintained.

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

The International Accounting Standards, as applicable in Pakistan, have been followed in preparation of financial statements and
any departure therefrom has been adequately disclosed.

The system of Internal Control is sound in design and has been effectively implemented and monitored.

There is no significant doubt upon the Company's ability to continue as a going concern.

There has been no material departure from the best practices of corporate governance, as detailed in the listing regulations.
The key operating and financial data for the last six years in summarized from is annexed.

Information about taxes and levies is given in the notes to the accounts.

All the directors of the company are registered as tax-payer and none of the company's directors are in default of payment of any
dues to a banking company, DFI, NBFI or Stock Exchanges.

None of the directors of the company are serving on the Board of 10 or more listed companies.

The company operates an unfunded gratuity covering all its employees who have completed their qualifying period. Provision is
made annually to cover current obligation under the scheme. The company has adopted the revised IAS 19 and as a result thereof
actuarial valuation has been carried out as at June 30,2006.
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BOARD MEETINGS
During the period under review, five meetings of the Board of Directors were held and attended as follows:

Name of Directors No. of Meetings Attended
1- Mr. Zahid Mazhar

2- Mr. Shahid Mazhar

3- Mr. Omer Bin Zahid

4-Mr. Ahmed Bin Shahid (appointed on 05-06-2006)
5-Mst. Rafia Sultana

6- Mst. Naila Zahid

7- Mst. Ghazala Shahid

8- Mr. Abdul Amin (resigned on 05-06-2006)
(However, leave of absence was granted to the Directors who could not attend the Board Meetings due to their preoccupations).

whn A ! L

ASSOCIATED COMPANIES

Following is the list of associated companies:
Shadman Cotton Mills Ltd.

Nadeem Power Generation Pvt. Ltd.

ELECTION OF DIRECOTORS

Following Directors of the Company resigned w.e.f. 30-10-2006 foregoing their remaining period of directorship.
@) Mr. Zahid Mazhar W) Mst. Rafia Sultana

(ii) Mr. Shahid Mazhar (vi) Mst. Naila Zahid

(iii) Mr. Omer Bin Zahid (vii) Mst. Ghazala Shahid

(iv) Mr. Ahmed Bin Shahid
The election of directors will be held on October 30, 2006 in the 20th Annual General Meeting of the Company.

AUDIT COMMITTEE
The Board of Directors in compliance with the Code of Corporate Governance has established an Audit Committee and the following directors
are its members:

Mr. Shahid Mazhar (Chairman)
Mr. Omer Bin Zahid (Member)
Mst. Naila Zahid (Member)

AUDITORS
The present auditors of the Company M/S Khalid Majid Rahman Sarfaraz Rahim Iqbal Rafiq Chartered Accountants retire and offer themselves
for re-appointment as Auditor for the next term.

As suggested by the Audit Committee, The Board recommends their appointment as auditors of the Company for the year ending June 30, 2007.

PATTERN OF SHAREHOLDING

The pattern of share holding of the company as at June 30,2006 is annexed.

Except as stated hereunder, no trades in the shares of the Company were carried out by the Directors, CEO, CFO, Company Secretary and their
spouses and minor children.

Mr. Zahid Mazhar CEO ofthe Company has gifted 88,000 shares to Mr. Shahid Mazhar Director of the Company.

Mr. Shahid Mazhar Director of the Company has gifted 50,000 shares to Mr. Ahmed bin Shahid Director of the Company.
ACKNOWLEDGMENT

The Directors wish to express their gratitude to our valued clients and bankers for the co-operation extended by them during the course of

business activities. The Directors wish to place on record their appreciation for the hard work and devoted services demonstrated by the staff
members and workers of the Company.

On behalf of the Board
| Gt
Karachi: ZAHID MAZHAR
Dated: September 30, 2006 Chief Executive
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PATTERN OF SHAREHOLDING AS AT JUNE 30, 2006 (FORM-34)

1 No of Shareholdings Total shares held
' shareholders
11 Shareholding from 1 to 500 shares 5,500
1 Shareholding from 10001 to 11700 shares 11,622
2 Shareholding from 45501 to 50000 shares 100,000
1 Shareholding from 140001 to 145000 shares 141,384
1 Shareholding from 195001 to 200000 shares 198,050
4 Shareholding from 260001 to 265000 shares 1,058,820
1 Shareholding from 490001 to 500000 shares 490,954
2 Shareholding from 690001 to 700000 shares 1,387,626
1 Shareholding from 705001 to 710000 shares 707,400
1 Shareholding from 715001 to 720000 shares 717,732
1 Shareholding from 1010001 to 1015000 shares 1,013,681
1 Shareholding from 1020001 to 1025000 shares 1,024,750
1 Shareholding from 2300001 to 2350000 shares 2,340,400
1 Shareholding from 2815001 to 2818000 shares 2,817,081
\ 29 | | Total | 12,015,000
2 Categories of shareholders share held | Percentage |
21 Directors, Chief Executive Officer, and their
' spouse and minor children.
Mr. Zahid Mazhar 2,340,400 19.48
Mr. Shahid Mazhar 2,817,081 23.44
Mr. Omer Bin Zahid 707,400 5.89
Mr. Ahmed Bin Shahid 50,000 0.42
Mrs. Rafia Sultana 1,013,681 8.44
Mrs. Naila Zahid 11,622 0.1
Mrs. Ghazala Shahid 141,384 1.18
Mr. Shahid Mazhar 50,000 0.42
Sub Total 7,131,568 59.37
29 Associated .Companies, undertakings and NTL NIL
related parties.
2.3 NIT and ICP NIL NIL
Banks Development Financial Institutions,
2.4 Non Banking Financial Institutions. NTL NTL
2.5 Insurance Companies NIL NIL
26 Modarabas and Mutual Funds NIL NIL
2.7 Share holders holding 10%
Mr. Zahid Mazhar 2,340,400 19.48
Mr. Shahid Mazhar 2,867,081 23.86
Mrs. Nusrat Shamim 1,515,704 12.61
2.8 General Public
a. Local 12,015,000 100%
b. Foreign NIL NIL
2.9 Others (to be specified) NIL NIL

. (8]




APPLICATION OF REVENUE
FOR THE YEAR ENDED JUNE 30, 2006
Cost of Sale
RUPEES PERCENTAGE 92.00%
Cost of Sale 1,171,019,820 91.59%
Operating Expenses 34,075,994 2.51%
Financial Charges 62,873,845 4.94%
Net Profit After Tax 4,912,707 0.96%
TOTAL 1,272,882,366 100%
Net Profit After Tax
0.39% Financial
4.94%
Operating Expenses
2.68%
TURNOVER 1,400
Year Sales in (M) 1,200 1
2006 1,273 1,000
2005 693 |
2004 783 500
2003 578 600 |
2002 515
2001 532 400
200
2006 2005 2004 2003 2002 2001
Key Operating & Financial Data For the period
From October 2000 To June 2006
PERIODS July - June | Oct - June Oct - Sep Oct - Sep Oct - Sep Oct - Sep
2005 -2006| 2004 -2005( 2003 -2004( 2002 -2003 [ 2001 -2002 | 2000 - 2001
Net Sales Revenue 1,272,882,366| 693,032,010| 783,026,573 | 578,015,996 | 515,168,527 | 532,480,038
Cost Of Goods Sold 1,171,019,820| 634,447,294 | 709,477,219 503,998,087 | 457,289,041 | 434,527,683
Gross Profit 101,862,546 58,584,716| 73,549,354 74,017,909 | 57,879,486 | 97,952,355
Operating Profit 65,955,727 38,774,367 44,581,437 50,260,472 | 37,840,346 79,578,334
Profit/Before Tax 6,984,414 8,978,337 | 28,948,350| 40,639,589 | 21,312,969 | 50,549,214
Profit/After Tax 4,912,707 8,518,207 9,559,982 18,936,922 8,688,126 [ 47,830,602
Paid Up Capital 120,150,000( 120,150,000| 120,150,000] 120,150,000 | 89,000,000 | 89,000,000
Current Assets 438,897,576| 529,567,401 | 518,018,719 188,855,599 | 213,893,756 | 214,766,672
Current Liabilities 458,913,643 | 469,416,161 | 459,555,560] 159,089,788 | 163,553,926 | 186,853,060
(9] :



NADEEM TEXTILE MILLS LIMITED

STATEMENT OF COMPLIANCE
WITH THE CODE OF CORPORATE GOVERNANCE

This statement is being presented to comply with the Code of Corporate Governance contained in the Regulation No.
37 of Listing Regulations of Karachi Stock Exchange (Guarantee) Ltd. 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:

L.

10.

11.

12.

The Board comprises seven directors, including the CEO. The Company encourages representation of
independent non-executive directors on its Board including those representing minority interests. At present, the
Board includes two non executive directors.

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

All the resident Directors of the Company are registered as taxpayers and none of them has defaulted in payment
ofany 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 the stock exchange.

One casual vacancy occurring in the Board in June 2006 was filled-up by the Directors within thirty days thereof.

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

The Board has developed a vision and 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.

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 have been
taken by the Board.

The meetings of the Board were presided by the Chairman. The Board met atleast 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.

The Board arranged orientation course for its directors during the year apprising them of their duties and
responsibilities.

The Chief Financial Officer and Company Secretary were appointed prior to the implementation of the Code of
Corporate Governance. Remuneration, terms and conditions in case of future appointments on these positions

will be approved by the Board.

The Directors' Report for this period has been prepared in compliance with the requirements of the Code and fully
describes the salient matters required to be disclosed.

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

(10] -
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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. The Company has complied with all the corporate and financial reporting requirements of the Code.

15. The Board has formed an Audit Committee, it comprises three members, two of which are non-executive
Directors.

16. 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.

17. The Board has setup an effective internal audit function manned by suitable qualified and experienced personnel
who are conversant with the policies and procedures of the Company. They are involved in the internal audit
function on full time basis.

18. 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 the Institute of Chartered Accountants of Pakistan.

19. 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.

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

Karachi: ZAHID MAZHAR

Dated: September 30, 2006 Chief Executive




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 Nadeem Textile
Mills Limited, to comply with the Listing Regulation No.37 of the Karachi Stock
Exchange 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 reportifitdoesnot. Areview is limited primarily to inquiries
of the Company personnel and review of various documents prepared by the Company
to comply with the Code.

Aspartofthe audit of financial statements we are required to obtain an understanding of
the accounting and internal control systems 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
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 for the period ended on June 30, 2006.

ubmtv&btwf%

KHALID MAJID RAHMAN
Karachi: SARFARAZ RAHIM IQBAL RAFIQ
Dated: September 30, 2006 CHARTERED ACCOUNTANTS

[l
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AUDITOR'S REPORT TO THE MEMBERS

We have audited the annexed balance sheet of Nadeem Textile Mills Limited as at June 30, 2006, and the related profit
& 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 the 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) in our opinion, proper books of accounts have been kept by the company as required by the Companies
Ordinance, 1984;

(b) in our opinion

(1) 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 accounts
and are further in accordance with accounting policies consistently applied;

(i1) the expenditure incurred during the year was for the purpose of the company's business; and

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

(©) in our opinion and to the best of our information and according to the explanations given to us, the balance
sheet, profit & 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 June 30, 2006, and of the Profit, 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.

mez%

KHALID MAJID RAHMAN
Karachi: SARFARAZ RAHIM IQBAL RAFIQ
Dated: September 30, 2006 CHARTERED ACCOUNTANTS




NADEEM TEXTILE
BALANCE SHEET AS AT

June 30, 2006 June 30, 2005
EQUITY AND LIABILITIES NOTE RUPEES RUPEES
SHARE CAPITAL AND RESERVES
Authorized capital
12,500,000 Ordinary shares of Rs.10 each 125,000,000 125,000,000
Issued, subscribed and paid up capital 3 120,150,000 120,150,000
Capital reserve 4 15,575,000 15,575,000
Unappropriated profit 165,897,490 160,984,782
301,622,490 296,709,782
NON CURRENT LIABILITIES
Long term financing 5 164,642,666 126,432,746
Deferred Liabilities 6 33,912,989 43,081,527
CURRENT LIABILITIES
Trade and other payable 7 29,321,694 39,473,739
Accrued markup 17,657,597 11,027,997
Short term finances 8 355,778,515 381,005,047
Current portion of long term financing 5 46,410,424 29,996,608
Provision for taxation 9,745,413 7,912,770
458,913,643 469,416,161
CONTINGENCY AND COMMITMENTS 9 - -
959,091,787 935,640,216

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

Gt Bt

ZAHID MAZHAR
Chief Executive

Karachi:
Dated: September 30, 2006
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MILLS LIMITED
JUNE 30, 2006

PROPERTY AND ASSETS

PROPERTY, PLANT AND EQUIPMENT

Operating assets

Capital work in progress

LONG TERM DEPOSITS
LONG TERM LOAN

CURRENT ASSETS
Stores, spares and loose tools

Stock in trade
Trade debts - considered good

Investments
Loan and advances
Trade deposits and short term prepayments

Other Receivables

Cash and bank balances

NOTE

10

11

12

13

14

15
16
17

18
19
20

21

June 30, 2006

X
ma

U P

June 30, 2005

—_—n

RUPEES RUPEES
505,980,523 373,210,647
13,413,778 12,062,258
519,394,301 385,272,905
799,910 799,910
- 20,000,000
13,006,765 10,929,276
216,115,697 321,577,013
120,527,872 142,486,505
1,445,750 -
14,999,406 21,065,916
62,353,761 25,199,962
8,973,188 3,465,053
1,475,137 4,843,676
438,897,576 529,567,401
959,091,787 935,640,216
JFEU“’% A
SHAHID MAZHAR
Director
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NADEEM TEXTILE MILLS LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2006

Sales - Net
Cost of goods sold

Gross profit

Administrative expenses
Selling and distribution expenses

Operating profit
Other income

Financial charges - Net
Workers profit participation fund

Profit before taxation
Taxation

Current year

Prior year

Deferred tax

Profit after taxation

Earnings per share

NOTE

22
23

24
25

26

27
7.1

28

29

For Year ended

For 9 months

June 2006 ended June 2005
RUPEES RUPEES
1,272,882,366 693,032,010
1,171,019,820 634,447,294
101,862,546 58,584,716
15,659,757 9,379,140
20,247,062 10,431,209
35,906,819 19,810,349
65,955,727 38,774,367
4,270,133 3,677,572
70,225,860 42,451,939
62,873,845 33,001,058
367,601 472,544
63,241,446 33,473,602
6,984,414 8,978,337
9,745,413 3,465,160
(447,432) (1,735,943)
(7,226,274) (1,269,087)
2,071,707 460,130
4,912,707 8,518,207
0.41 0.71

The annexed notes form an integral part of these financial statements.
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ZAHID MAZHAR SHAHID MAZHAR
Chief Executive Director
Karachi:

Dated: September 30, 2006
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NADEEM TEXTILE MILLS LIMITED

Balance as at September 30, 2004

Final Dividend 2004 @ Rs. 1 per share
Net profit for the nine month period

Balance as at June 30, 2005

Net profit for the year ended
June 30, 2006

Balance as at June 30, 2006

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2006

Shad

S
man——

PAID UP CAPITAL | UNAPPRO- TOTAL

CAPITAL RESERVE PRIATED
PROFIT

< RUPEES >

120,150,000 15,575,000 164,481,575 300,206,575

- (12,015,000)  (12,015,000)

- 8,518,207 8,518,207

120,150,000 15,575,000 160,984,782 296,709,782

- 4912,707 4,912,707

120,150,000 15,575,000 165,897,490 301,622,490

The annexed notes form an integral part of these financial statements.
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ZAHID MAZHAR
Chief Executive

Karachi:
Dated: September 30, 2006
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SHAHID MAZHAR

Director
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NADEEM TEXTILE MILLS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2006

THE COMPANY AND ITS OPERATION

The Company was incorporated in Pakistan as a public limited company on July 15, 1984 and is quoted on the
Karachi Stock Exchange. The registered office of the company is situated at 201/202, Commerce Centre, Hasrat
Mohani Road, Karachi. The main business of company is manufacture and sale of yarn.

SIGNIFICANTACCOUNTING POLICIES

Statement Of Compliance

These financial statements have been prepared in accordance with approved accounting standards as applicable
in Pakistan and the requirements of Companies Ordinance, 1984. Approved accounting standards comprise of
such International Accounting Standards as notified under the provisions of the Companies Ordinance, 1984.
Wherever, the requirements of the Companies Ordinance, 1984 or directive issued by the Securities and
Exchange Commission of Pakistan differ with the requirements of these standards, the requirements of
Companies Ordinance, 1984 or the requirements of the said directives takes precedence.

As per SRO 684(1) 2004 dated August 10, 2004 issued by Central Board of Revenue, the Company's tax year is
required to end on June 30, instead of September 30. In order to make the Company's accounting period
consistent with the aforementioned requirement, the Company has prepared its financial statements covering
period of nine months for period ended on June 30,2005 and the same has been disclosed as comparatives.

Accounting Convention

These financial statements have been prepared under the historical cost convention except as disclosed in
relevant accounting policies.

Staff Retirement Benefit

Defined benefit plan

The company operates an unfunded gratuity scheme for all of its permanent employees, who attain the minimum
qualification period for entitlement to gratuity. Provision is made on the basis of actuarial valuation. The most
recent actuarial valuation was carried out effective from June 30, 2005 using the Projected Unit Credit Method.
Gains & losses are amortized over expected remaining life of employees (refer note 6.1).

Taxation

Current

Provision for current taxation is based on higher of liability on taxable income at current rates of taxation after
taxing into accounting available tax credits and rebates if any or minimum tax on turnover whichever is higher.

Deferred

Deferred tax is provided in full using the balance sheet liability method, on temporary differences arising
between the tax base of assets and liabilities and their carrying amounts in the financial statements. The amount
of deferred tax provided is based on the expected manner of realization or settlement of the carrying amount of
assets and liabilities, using tax rates enacted or at the balance sheet date. Deferred tax liabilities are recognized
for all taxable temporary difference. Deferred tax asset is recognized for deductible temporary differences only
to the extent it is probable that future taxable profits will be available & the credits can be utilized.

Provisions

Aprovision is recognized in the balance sheet when the Company has a legal or constructive obligation as a result
of past event, and it is probable that an outflow of resource embodying economic benefits will be required to
settle the obligation and a reliable estimate can be made of the amount of obligation.

{19} .
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2.6

2.7

2.8

2.9

2.10

Property, Plant & Equipment

Owned

These are stated at cost less accumulated depreciation and impairment losses, if any except leasehold land which
is stated at cost.

Depreciation is charged to income applying the reducing balance method at the rates specified in operating assets
note. The full year depreciation is charged on additions during the year except in case of major expansions where
the charge of depreciation is from date of commencement of commercial production. No depreciation is charged
on assets deleted or retired during the period.

Maintenance and normal repairs are charged to income as and when incurred. Major renewals and replacements
are capitalized and included in the cost of respective fixed assets.

Gain or loss on disposal of fixed assets is included in the current profit and loss account.

Capital work in progress
Capital work in progress is stated at cost and represents expenditure on fixed assets in the course of construction
and installation. These cost are transferred to fixed assets as and when assets are available for use.

Impairment

The carrying amount of assets is reviewed at each balance sheet date to determine whether there is any indication
of impairment. If any such indication exists, the recoverable amount of such asset is estimated. Impairment loss
isrecognized in profit and loss account whenever carrying amount of an asset exceeds its recoverable amount.

Stores, spares and loose tools
These are valued at lower of cost and NRV. Cost is determined by the weighted moving average method. [tems in
transit are valued at cost comprising invoice value plus other charges paid there on.

Stock in trade
These are valued at lower of cost and net realizable value applying the following basis:

Raw Material
Ataverage cost except those in transit which are stated at actual cost.

Work in process and finished goods
Cost of direct material and a proportion of manufacturing overhead based on normal capacity

Waste
Atnetrealizable value.

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

Trade debts

Trade debts originated by the Company are recognized and carried at original invoice amount less an allowance
for any uncollectable amounts. An estimated provision for doubtful debt is made when collection of the full
amount is no longer probable. Bad debts are written off as incurred.

Cash and cash equivalent

Cash & cash equivalent comprises cash and bank balances, short term running finances that are payable on
demand and form an integral part of the company's cash management and are included as a component of cash
equivalents for a purpose of statement of cash flows.
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Financial instruments

At the time of initial recognition all the financial assets and liabilities are measured at cost, which is the fair value
of consideration given or received for it gains and losses on derecognition and subsequent measurement of
financial assets and liabilities are taken profit and loss account.

Investments-at fair value through profit or loss

These are initially measured at cost,being the fair value of the consideration given. At subsequent reporting dates,
these investments are remeasured at fair value(quoted market price) and realised and unrealised gains and losses
arising from changes in fair value are included in the net profit or loss for the period in which they arise.These
are intended to be held for less than twelve months and accordingly are classified as current assets.

Offsetting

A financial asset and financial liability is offset and the net amount is reported in the balance sheet if the company
has alegal enforceable right to set off the recognized amounts and intends either to settle on net basis or to realize
the assets and settle the liabilities simultaneously.

Revenue recognition
Sales are recognized on dispatch of goods to the customers. Dividend income is recognized when right to receive
dividend is established. Interest income is recognized on accrual basis.

Borrowing cost

Borrowing cost incurred upto the date the qualifying assets is ready for use and that is directly attributable to the
acquisition or construction of related fixed asset is capitalized as part of the cost of relevant asset. All other mark-
up, interest and other related charges are charged to income currently.

Foreign currency translation

Assets and liabilities in foreign currencies are converted into Pak rupees at the exchange rates prevailing on the
balance sheet date, except those converted under foreign exchange contract. Exchange gains or losses, if any, are
included in current year's profit and loss account.

Related party transactions
All transactions with related parties are carried out by the company at arms’ length price using the method
prescribed under the Companies Ordinance, 1984.

Dividend
The dividend is recognized as liability in the period in which it is declared.

3. ISSUED, SUBSCRIBED AND PAID UP CAPITAL

June 30,2006 June 30, 2005 June 30, 2006 June 30, 2005
No. of shares No. of shares Rupees Rupees
5,515,000 5,515,000 Ordinary shares of Rs.10/- each 55,150,000 55,150,000
fully paid in cash
6,500,000 6,500,000 Ordinary shares of Rs. 10/- each 65,000,000 65,000,000

Fully paid as bonus shares

12,015,000 12,015,000 120,150,000 120,150,000
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June 30, 2006 June 30, 2005
4.CAPITAL RESERVE RUPEES RUPEES
Share Premium 15,575,000 15,575,000

The Company has issued 3,115,000 Ordinary right shares at premium of Rs. 5 per share in 2003.

5. LONG TERM FINANCING
Banking companies 159,442,666 126,432,746
Directors 5,200,000 -
164,642,666 126,432,746
Citi bank
. . . Soneri Bank TOTAL TOTAL
Particulars Askari Commercial Bank Bank Al-Falah N.A 2006 2005
TF-I TF-11
Opening Balance 38,959,744 71,999,998 8,513,332 36,956,280 - 156,429,354 90,963,778
Add: Obtained during the period 57,398,000 22,022,336 79,420,336 81,528,047
Ld
38,959,744 71,999,998 8513332 94354280 22,022,336 235,849,690 172,491,825
Less: Paid during the period (9,739,936) (16,000,000)  (4,256,664) - - (29,996,600) (16,062,471)
Closing Balance 29,219,808 55,999,998 4,256,668 94,354,280 22,022,336 205,853,090 156,429,354
Less: Current maturity (9,739,936) (16,000,000)  (4,256,668) (16,413,820) . (46,410,424) (29,996,608)
Long term portion 19,479,872 39,999,998 - 77,940,460 22,022,336 159,442,666 126,432,746
Significant terms and conditions 5.1 5.1 5.2 53 5.4

5.1 This represents loan obtained for modernizing production facilities. It is secured against first pari passu
charge on the fixed assets of the company. This is repayable in 14 semi annual equal installments each
commencing from May, 2004 for TF-1 and June 2005 for TF-II respectively. It carries mark up at the rate of
six month's average KIBOR + 2% per annum.

5.2 This represents loan obtained for modernizing production facilities. It is secured against first pari passu charge
on the fixed assets of the company. This is repayable in 12 equal quarterly installment commencing from
September, 2004. It carries markup at the rate of 6 month's average KIBOR +2.5% per annum.

5.3 This represents facility availed during the period for retirement of import documents for machinery. It is
secured against first pari passu charge on the fixed assets of the Company repayable in 8 semi annual
installments each commencing from August 8, 2006. It carries markup payable quarterly at the rate of six
month's average KIBOR + 1.6% per annum

5.4 This represents liability for Caterpillar-Generator imported against 360 days usance L/C opened by Askari

Commercial Bank Ltd. During the year, Company has arranged to meet its obligation against the L/C on due
date in 2006 through long term loan from Citi Bank .N.A.

sl
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6.1

6.2

June 30, 2006 June 30, 2005
RUPEES RUPEES
DEFERRED LIABILITIES
Gratuity 6.1 5,840,550 7,782,813
Deferred taxation 6.2 28,072,439 35,298,714
33,912,989 43,081,527
Movement in the net lia