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It gives me immense pleasure to say that in spite of economic turmoil on the global and the national fronts 
the Company has confidently forged ahead to close the financial year 2008 on “high expectations”.  
 
The Company set a new record of production for Pakistan’s’ tractor industry producing 27,550 tractors in 
the year 2008 compared with 26,380 tractors produced in 2007. 
 
In December 2008 the Company was jolted by the arbitrary stopping of the release of the promised subsidy 
on the Green Tractor Scheme of the Government of Punjab. This happened suddenly resulting in reducing 
tractor deliveries by 2,594 green tractors that were specifically produced for the Scheme and were ready for 
delivery after invoicing to the winners of lucky draw. This resulted in adverse impact on financials for the 
year for no fault of the Company.  
 
The Government of Punjab had offered subsidy of Rs. 200,000 per tractor under the Green Tractor Scheme. 
The Company offered 10,000 tractors of which 6100 tractors were booked. This enabled the Company to 
acquire market share of 61%. In good faith and rising to the call of the Punjab Government, the Company 
commenced speedy production and delivery of the Green Tractors. 1,615 tractors were thus delivered, for 
which the Company received the amount of Rs. 200,000/- per tractor as subsidy from the Government of 
Punjab in accordance with the Scheme. The Company accelerated the production and produced 2,594 
Green Tractors for delivery in December 2008. These 2,594 tractors were invoiced on receipt of the amount 
payable by the lucky winners of the scheme.  
 
But then in a stunning move, the Government of Punjab stopped the release of the promised subsidy and 
demanded a decrease in the selling prices. This arbitrary action of the provincial government of Punjab was 
against all norms of business practices and violated the procedures that it had itself devised and laid down 
for the Scheme. The stopping of the subsidy amount forced the Company to stop delivery of tractors to all 
lucky winners of the Scheme though they had paid their share of the price to the Company.  
 
The issue has now been resolved and the company has given a discount on the agreed prices. 
 
OPERATING RESULTS 
 
Of the 27,550 tractors produced in 2008, only 24,985 were thus recorded as delivered with sales revenue of 
Rs. 10.107 billion. The Company earned a pre-tax profit of Rs. 1.683 billion compared with Rs. 1.914 
billion in 2007 – a fall of 12.1%. 
 
The post tax profit for the year was Rs. 1.113 billion compared with Rs. 1.267 billion in 2007, with Rs. 570 
million going to the government as income tax.  
 
The Company’s financial position as of December 31, 2008 also took a hit due to blockage by FBR of 
refundable sales tax of Rs. 751 million paid by the Company on behalf of the vendors. Also, ZTBL’s 
inability to encash bank drafts worth Rs. 298.4 million which later increased to Rs. 471.4 million, for 
tractors already delivered added to the problems. 
 
There is no sales tax on tractors, but the Company is forced to pay sales tax on components supplied by the 
vendors and submit returns for refunds to FBR. Such refunds should come immediately since the Company  
also submits bank guarantees, but taking refunds from FBR has never been easy. These delays have been 
disappointing and have affected financial position of the Company from time to time. 
 
Estoppel of the promised subsidy on 2594 tractors, inability to encash Bank Drafts by ZTBL, monies stuck 
up as refunds with FBR created pressure on the liquidity of the Company. 
 



DIVIDEND PAYOUT 
An interim cash dividend of 100% was paid by the Company with the financial results of the half year 
ended June 30, 2008. The Board of Directors is now pleased to recommend payout of another cash 
dividend of 250%. The cash dividend for the year 2008 will thus total 350%, that is a payout of Rs. 751.39 
million. 
 
Details of the financial highlights can be seen on Page 16 - 20 of this report. 
 
THE STATE OF THE ECONOMY – AGRICULTURE SECTOR 
Though Pakistan’s economy has survived a default because of a bail out package of $7.6 billion from the 
IMF, confidence in the economy can only be restored if the political environment becomes stable, law and 
order is restored, confrontational politics ends and operations in the NWFP, which is a major market for 
Company’s products are diffused. 
 
The Annual Report of the State Bank of Pakistan, released recently painted a rather bleak picture of the 
economy. While GDP growth rate has been scaled down from 5.5% to 3.5%, the report stated that “in 
particular the outlook for industrial and services sector is gloomy”. 
 
Acute energy shortages and high costs of production have adversely affected the manufacturing sector. The 
Automobile Sector took the worst hit while industrial output went into the negative registering a fall of 
6.2%. Growth in the agricultural sector according to the State Bank report was a mere 1.5% against the 
target of 4.6% - the lowest since the FY03. This is rather alarming for a country whose economy is 
agriculture based.  
 
There are around 6.6 million farms in the country contributing to around 21% of the country’s Gross 
Domestic Production. The demand for agricultural credit  has surged and there is thus a need to increase 
disbursement of loans to farmers at low interest rates to finance the entire value chain of agriculture, 
especially the tractor which is the bulwark of agriculture. According to reports “country’s current credit 
requirement is around Rs 553 billion, while the available farm credit is Rs. 250 billion”. The government 
ought to make available additional “Rs. 303 billion agricultural loans to plug in the existing demand and 
supply gap”. The Zarai Taraqiati Bank – ZTBL – has recently indicated what it called a “paradigm shift 
towards provision of agricultural technology to maximize per acre yield productivity”. This is welcome, 
particularly for the tractor industry where the scenario with shrinking loans for tractors is unappetizing. 
ZTBL’s loaning for tractors, which once accounted for 99% of tractor sales has over the years shrunk to 
less than 20%. Cash bookings which in the last two years came as a spurt are now drying up, because of 
bad crops, distress sale of cash crops, dismal law and order situation, prolonged political uncertainty and 
soaring inflation reported at 20-22% by the State Bank.  
 
Tractor bookings used to be the tail wind that the Company built into its business plans. One of the 
challenges today is that that assumption is no longer true. Lending for tractors has slowed down, depriving 
the industry of the essential credit. The industry needs a functional financial system that gives stimulus to 
granting loans for tractors. 
 
According to the report released by Pakistan Tractors Manufacturing Association, during the year 2008, 
ZTBL provided loans for 19,297 tractors only for the whole industry. Cash bookings during the fiscal 
2007-08 were 76592 for the whole industry. Notwithstanding the Green Tractor Scheme where 218607 
applications were received for 10,000 tractors awarded through the lucky draw, the enthusiasm for 
purchase of tractors has of late dampened. Optimism has been dented and farmers are waiting for good 
weather and increased earnings. The fact that 218607 applications were received for the scheme and all of 
them from bona fide farmers is one indicator of the requirement of tractors in the country. 
 
Then there is also the waiting for the proposed Benazir Tractor Scheme of the Federal Government where 
the government has plans to provide 20,000 tractors with a subsidy of Rs. 200,000/- per tractor. In meetings 
held with the government, the Company has given written assurances to supply 2000+ tractors per month at 



the most competitive prices with back-up support of after-sale-service in every nook and cranny of the 
country and with a life time guarantee for availability of spare parts.  
 
Previous scheme of the federal government which was restricted to imported tractors ended up in bad state 
with scandals and incriminating rulings from the superior courts.  
 
The Company has urged the government to support the local effort, which will also give fillip to the local 
vendors who supply 92% of the parts to local tractor manufacturers and who are in distress because of the 
sharp downturn in the auto industry. Locally manufactured tractors are cheaper, they provide after-sale-
service and will save the much needed foreign exchange for the country. The Company has urged that the 
scheme should be transparent, through open competition where the choice of the tractor should be left to 
the customer, as against awarding artificial quotas to select groups with no manufacturing base or after sale 
support. Should the scheme be launched with transparency with a level playing field, the Company is 
confident of securing a leading position because the customer perceives the Company’s products as the best 
buy. 
 
Bonafide local tractor manufacturers have enough spare capacity. AGTL itself is competent to produce 
30000+ tractors in a single shift. There is no gap between the demand and supply and waiting period on 
tractor booking is zero. There are around 20 approved local tractor manufacturers in the country. Many are 
dormant who lost the race of survival of the fittest. Some of them were fly-by-night operators. Such 
operators keep raising their head to spoil the industry. The Engineering Development Board has done well 
to protect the bonafide manufacturers like AGTL by rejecting attempts by unscrupulous elements to pirate 
components. We therefore urge that only the bonafide tractor manufacturers with adequate after-sale-
service with availability of spare parts should be allowed to participate in such incentive schemes to 
prevent the country from becoming a graveyard of tractors with unknown technology and with no support 
beyond sales. 
 
SOCIAL RESPONSIBILITY 
As part of its social responsibility, the Company takes due care about the needs of the consumer providing 
quality products at a fair and at the lowest selling prices in the country. The Company believes in Good 
Manufacturing Practices – GMP – to observe a code of conduct in manufacturing and marketing. 
 
The Company has a moral responsibility to the brand – FIAT / NH– which has become a household name 
with the farmers in the country. Our Principals New Holland, the world’s largest tractor manufacturers, 
trust in the Company to maintain quality and standard in accordance with local as well as international 
standards. Consumers therefore enjoy the benefit of this commitment directly from the Company as well as 
through the Principals, CNH, the vendors, the dealers, and their workshops which dot the whole country. It 
is not just the supply chain, but the whole value chain which adds value to the Company’s product and its 
servicing. Such synergy in Value Chain Analysis was manifest when our Principals, CNH, recently 
undertook a survey in the areas of productivity, business development and market access. The Company 
had much to gain from these surveys and expert advice which strengthened the value chain creating 
competitive advantage for the whole system. The positive ripple effect added value to the quality effort. 
The Company has declared the year 2009 to be observed as the “Year of Quality improvement”. 
 
The Company has relations of mutual goodwill with all its stakeholders and engages with them in a 
proactive manner. The Company is committed to environmental responsibility, provision of healthy life at 
work as well as its staff town in the factory. Through various committees of the Board, the Company 
endeavours to promote good governance and corporate social responsibility. There is stress on behavioural 
safety at the workplace. The Company takes initiatives to encourage, promote and instill safe behavior 
among its employees. A Safety Manual has been introduced to develop safety culture expressed through 
employee’s behaviour and work activities. To foster more economic growth in the otherwise less developed 
areas of Dera Ghazi Khan, the Sheet Metal Project which was set-up adjacent to the factory, is undergoing 
expansion to bring more and more sheet metal parts into in-house manufacturing, thus creating more job 
opportunities and activity. 



 
Workers in AGTL are happy and enjoy well deserved perks and privileges. The three year term of the CBA 
has just ended and a new CBA is to be elected. 
 
The Company’s corporate excellence was once again recognized by the Management Association of 
Pakistan conferring the Award of the Best Corporate Performance in the Engineering, Auto and Allied 
Sector. The Company’s outstanding performance was also recognized with Company winning the Top 
Companies Award of the Karachi Stock Exchange. The Company’s 2008 calendar was declared the best 
calendar of the year by the National Council of Culture and Arts. The Employer’s Federation of Pakistan 
conferred “Best Practices in Occupational Safety and Health” award to the Company. 
 
FUTURE PROSPECTS 
There were signs of an “anticipated downturn” in the economy, as we had reported in our review of the 
financial results of the year 2007. Our fears became realities. The State Bank’s recent Report corroborates 
the hurt sentiments of the country’s economy. The World Bank in its latest report has also predicted a 
significant slowdown in Pakistan’s growth prospects for 2009-10 stating that Pakistan was “much more 
fragile and faced the most vulnerability in the region”. It says that “high fiscal and current account deficit, 
rapid inflation, low reserves, a weak currency and a declining economy have put Pakistan in a very difficult 
situation”. Mired in uncertainty, there is need for new plans to stem, much less reverse the downturn. One 
hopes that following the package of $ 7.6 billion from the IMF, Pakistan would have more access to funds 
from international financial institutions and friendly countries.  
 
The country, with a lack of options, must focus on the agricultural sector which has always been called the 
backbone of the economy. We hope that the concerted shift towards agricultural technology as announced 
by ZTBL will be directed towards increased disbursement of loans for tractors which industry now has 
sufficient spare capacity. 
 
We hope that the incentive schemes of the government, such as the Benazir Tractor Scheme will be 
restricted to tractors manufactured locally which are cheaper and provide the pre-requisite after sale 
support. 
 
The government says that the economy has been put on the right track. We hope this will pave the way to 
reclaim the situation. 

           For and on behalf of the Board 
 
 
 
Karachi                Colin D.W. Leitch 
February 23, 2009                              Chairman 






















































