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Sargodha Spinning Mills Limited

DIRECTORS’ REPORT

Dear Shareholders,

We are pleased to present un-audited financial statements of the company for the
1st quarter ended September 30, 2007.

During the period under review, your company sustained a pretax loss of Rs. 6.131
million as compared to pretax loss of Rs. 7.047 million during the corresponding
previous quarter. Sales were made amounting to Rs. 402.088 million including
exports sale of Rs. 174.485 million. The financial results of the Company affected
mainly due to increase in prices of cotton & fibre which touched its peak, higher
rate of mark up and increase in quantum of borrowings from financial institutions
for BMR requirements and increase in wages. The yarn prices did not increase
corresponding with the price hike of raw cotton & fibre and high direct and indirect
costs.

The textile industry is still passing through a critical stage due to un-precedent
increase in the cost of production besides competition from the regional countries.
The substantial increase in cost could not be passed on the customers and it would
affect the profitability of the Company. The cotton crop in Pakistan looks not good
so far, however, we are not dependent only on local cotton and shall also look for
opportunities in the international market. The profitability of the Company mainly
depends on raw material cost and the price trend of yarn in the local and international
market.

The board avails the opportunity to appreciate the devoted work done by the
executives, officers, staff and workers of the Company.

For and on behalf of the Board

MIAN FARRUKH NASEEM
Lahore: October 29, 2007 (Chief Executive Officer)




Sargodha Spinning Mills Limited

BALANCE SHEET AS

NOTE  (RUPEES IN THOUSAND)

30 Sept. 30 June
2007 2007
EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES

Authorised share capital

42,000,000 (2007: 42,000,000) ordinary shares

of Rupees 10 each 420,000 420,000
Issued, subscribed and paid up share capital

31,200,000 (2007: 31 ,200,000) ordinary shares

of Rupees 10 each fully paid up in cash 312,000 312,000
Reserves (211,834) (205,919)
Total Equity 100,166 106,081
Surplus on revaluation of fixed assets 273,356 275,559

NON-CURRENT LIABILITIES

Sponsors' advances - interest free 30,644 30,644
Long term financing 202,601 220,791
Liabilities against assets subject to finance lease 19,697 21,144

252,942 272,579

CURRENT LIABILITIES

Trade and other payables 154,664 149,633
Accrued mark-up 6,740 12,220
Short term borrowings-secured 175,317 196,957
Current portion of non-current liabilities 86,210 74,044
Provision for taxation 8,832 6,845

431,763 439,699
TOTAL LIABILITIES 684,705 712,278
CONTINGENCIES AND COMMITMENTS 4 - -
TOTAL EQUITY AND LIABILITIES 1,058,227 1,093,918

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

(Mian Farrukh Naseem)
Chief Executive Officer




Sargodha Spinning Mills Limited

AT 30 SEPTEMBER 2007 (UN-AUDITED)

NOTE  (RUPEES IN THOUSAND)

30 Sept. 30 June
2007 2007
ASSETS
NON-CURRENT ASSETS
Property, plant and equipment 5 806,601 821,208
Long term investments 850 850
Long term security deposits 6,358 6,275
813,809 828,333
CURRENT ASSETS
Machinery held for disposal 6,800 8,449
Stores and spare parts 21,318 18,816
Stock in trade 133,353 149,723
Trade debts 50,520 60,889
Loans and advances 729 1,627
Trade deposits and short term prepayments 2,585 1,246
Other receivables 26,874 23,841
Cash and bank balances 2,239 994
244,418 265,585
TOTAL ASSETS 1,058,227 1,093,918

(Mian Aamir Naseem)
Director




Sargodha Spinning Mills Limited

PROFIT AND LOSS ACCOUNT
FOR THE QUARTER ENDED 30 SEPTEMBER 2007
(UN-AUDITED)

(RUPEES IN THOUSAND)

30 Sept. 30 Sept.
2007 2006
SALES 402,088 311,330
COST OF SALES 380,256 296,232
GROSS PROFIT 21,832 15,098
DISTRIBUTION COST 9,663 5,442
ADMINISTRATIVE EXPENSES 6,616 6,074
16,279 11,516
PROFIT FROM OPERATIONS 5,553 3,582
FINANCE COST 11,684 10,629
LOSS BEFORE TAXATION (6,131) (7,047)
PROVISION FOR TAXATION (1,987) (2,243)
LOSS AFTER TAXATION (8,118) (9,290)
EARNINGS PER SHARE - BASIC AND
DILUTED (RUPEES) (0.26) (0.30)

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

(Mian Farrukh Naseem)

Chief Executive Officer (Mian Aamir Naseem)

Director




Sargodha Spinning Mills Limited

CASH FLOW STATEMENT
FOR THE QUARTER ENDED 30 SEPTEMBER 2007
(UN-AUDITED)

(RUPEES IN THOUSAND)

30 Sept. 30 Sept.
2007 2006

CASH FLOWS FROM OPERATING ACTIVITIES
Loss before taxation (6,131) (7,047)
Adjustments for non-cash charges and other items
Depreciation 14,661 14,514
Finance cost 11,684 10,629
CASH FLOWS FROM OPERATING ACTIVITIES
BEFORE WORKING CAPITAL CHANGES 20,214 18,096
(INCREASE)/DECREASE IN CURRENT ASSETS
Stores and spare parts (2,502) (8,766)
Stock in trade 16,370 100,982
Trade debts 10,369 14,774
Loans and advances 898 (108)
Trade deposits and short term prepayments (1,339) (1,633)
Other receivables (1,117) (1,519)
INCREASE/ (DECREASE) IN CURRENT LIABILITIES
Trade and other payables 5,031 25,036
Short term borrowings-secured (21,640) (93,198)
EFFECT ON CASH FLOWS DUE TO WORKING
CAPITAL CHANGES 6,070 35,568
CASH GENERATED FROM OPERATIONS 26,284 53,664
Finance cost paid (17,164) (16,384)
Income tax paid (1,916) (1,482)
NET CASH FROM OPERATING ACTIVITIES 7,204 35,798




Sargodha Spinning Mills Limited

(RUPEES IN THOUSAND)

30 Sept. 30 Sept.
2007 2006

CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditure on property, plant and equipment (54) (41,542)
Long term security deposits (83) (1,600)
Proceeds from the sale of assets held for disposal 1,649 -
NET CASH FLOWS 7/ (USED IN)
INVESTING ACTIVITIES 1,512 (43,142)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from long term financing-secured - 51,370
Repayment of long term financing-secured (6,210) (24,218)
Repayment of liabilites against assets subject
to finance lease (1,261) -
NET CASH (USED IN)/FLOWS FROM
FINANCING ACTIVITIES (7,471) 27,152
NET INCREASE IN CASH AND
CASH EQUIVALENTS 1,245 19,808
CASH AND CASH EQUIVALENTS AT THE
BEGINNING OF THE YEAR 994 629
CASH AND CASH EQUIVALENTS AT
THE END OF THE QUARTER 2,239 20,437

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

(Mian Farrukh Naseem)

Chief Executive Officer (Mian Aamir Naseem)

Director




Sargodha Spinning Mills Limited

STATEMENT OF CHANGES IN EQUITY
FOR THE QUARTER ENDED 30 SEPTEMBER 2007
(UN-AUDITED)

(RUPEES IN THOUSAND)
RESERVES

CAPITAL | REVENUE SHARE
SHARE |RESERVE| RESERVE HOLDERS’

suB
CAPITALI FAIR | accumu-| TOTAL | EQUITY

VALUE LATED
RESERVE| LOSSES

Balance as at 30 September 2005 312,000 (1,897) (162,062) (163,959) 148,041
Fair value adjustment on investment - (1,017) - (1,017) (1,017)

Transfer from surplus on revaluation
of operating fixed assets-net of

deferred tax - - 8,331 8,331 8,331
Profit for the period - - 27,552 27,552 27,552
Balance as at 30 June 2006 312,000 (2,914) (126,179) (129,093) 182,907
Fair value adjustment on investment - 810 - 810 810

Transfer from surplus on revaluation
of operating fixed assets-net of
deferred tax - - 2,148 2,148 2,148

Loss for the quarter - - (9,290) (9,290) (9,290)

Balance as at 30 September 2006 312,000 (2,104) (133,321) (135,425) 176,575
Fair value adjustment on investment - (500) - (500) (500)

Transfer from surplus on revaluation
of operating fixed assets-net of

deferred tax - - 7,876 7,876 7,876
Loss for the period - - (77,870) (77,870) (77,870)
Balance as at 30 June 2007 312,000 (2,604) (203,315) (205,919) 106,081

Transfer from surplus on revaluation
of operating fixed assets-net of
deferred tax - - 2,203 2,203 2,203

Loss for the quarter - - (8,118) (8,118) (8,118)

Balance as at 30 September 2007 312,000 (2,604) (209,230) (211,834) 100,166

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

(Mian Farrukh Naseem) (Mian Aamir Naseem)
Chief Executive Officer Director

©
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Sargodha Spinning Mills Limited

SELECTED NOTES TO THE FINANCIAL STATEMENTS
FOR THE QUARTER ENDED 30 SEPTEMBER 2007
(UN-AUDITED)

BASIS OF PREPARATION OF FINANCIAL STATEMENTS

These financial statements are un-audited and are being submitted to the
shareholders, as required under section 245 of Companies Ordinance, 1984 and
have been prepared in accordance with the International Accounting Standard
(IAS)-34 "Interim Financial Reporting".

ACCOUNTING POLICIES

Accounting policies and method of computations adopted for the preparation of
these interim financial statements are the same as applied in the preparation
of the preceding annual published financial statements of the company for the
year ended 30 June 2007.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Judgements and estimates made by the management in the preparation of these
financial statements are the same as those applied to the annual financial
statements for the year ended 30 June 2007.

CONTINGENCIES AND COMMITMENTS
Contingencies

The company is contingently liable for Rupees 4.161 million (30 June 2007:
Rupees 4.161 million) on account of custom duty on humidification plant and
excise duty on yarn.

The company has issued counter-guarantee amounting to Rupees 19.643 million
(30 June 2007: Rupees 18.813 million) in favour of the bank for issuing letters
of guarantee favouring Sui Northern Gas Pipelines Limited for gas connections.

Other receivables includes an amount of Rupees 1.661 million (30 June 2007:
Rupees 1.661 million) deferred by sales tax department against which company
has filed appeals to the Sales Tax Collectorate, Faisalabad.

Commitments

Contracts for capital expenditure are Rupees 1.333 million (30 June 2007: Rupees
Nil). Letters of credit for other than capital expenditure are Rupees 37.608 million
(30 June 2007: Rupees 6.202 million).

(RUPEES IN THOUSAND)

30 Sept. 30 June
2007 2007
PROPERTY, PLANT AND EQUIPMENT
Operating fixed assets
Owned (Note 5.1) 782,839 796,837
Leased (Note 5.2) 23,762 24,371
806,601 821,208
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Sargodha Spinning Mills Limited

(RUPEES IN THOUSAND)

30 Sept. 30 June
2007 2007
OWNED
Opening book value 796,837 781,752
Add: Additions during the
quarter/year (Note 5.1.1) 54 107,161
796,891 888,913
Less: Deletions during the
quarter/year (Note 5.1.2) - (31,980)
796,891 856,933
Less: Depreciation during the
quarter/year (14,052) (60,096)
782,839 796,837
Additions during the quarter/ year
Buildings on freehold land - 13,344
Plant and machinery 28 85,408
Electrical Installations - 6,054
Vehicles - 2,112
Furniture and fixtures 21 24
Office and other equipments 5 219
54 107,161
Deletions during the quarter/ year
Plant and machinery - 31,689
Vehicles - 291
- 31,980
LEASED
Opening book value 24,371 11,007
Add: Additions during the
quarter/year (Note 5.2.1) - 15.361
24,371 26,368
Less: Depreciation during the quarter/year (609) (1,997)
23,762 24,371
Cost of additions during the
quarter/ year
Plant and machinery - 15,361

TRANSACTIONS WITH RELATED PARTIES

The related parties comprise associated undertakings, other related
companies and key management personnel. The company in the normal
course of business carried out transactions with various related parties.
Details of transactions with related parties are as follows:

®



Sargodha Spinning Mills Limited

(RUPEES IN THOUSAND)

30 Sept. 30 Sept.
2007 2006
Related Parties
Purchase of raw material 5,399 -
Post retirement benefit
Expense charged in respect of
retirement benefit plan 584 385

7. DATE OF AUTHORISATION FOR ISSUE

These financial statements have been approved by the Board of Directors
of the company and authorised for issue on 29th October, 2007.

8. GENERAL

Corresponding figures have been rearranged, wherever necessary, for the
purpose of comparison.

Figures have been rounded off to nearest thousand rupee.

(Mian Farrukh Naseem) (Mian Aamir Naseem)
Chief Executive Officer Director




