


































































































 

  

 

  

 







 

  
  

  

  

 
 

  

  
  

  

    

  



Note 2006 2005
(Rupees '000)

ASSETS

Non-current assets

Property, plant and equipment 3 864,530 831,265 

Intangible assets 4 714 2,412 

Investments 5 - -   

Loans and advances 6 6,755 6,397 

Trade deposits 8,299 6,317

880,298 846,391 

Current assets

Stores, spares and loose tools 7 25,915 29,802 

Stock in trade 8 2,381,286 1,790,708 

Trade debts 9 503,226 323,086 

Loans and advances 10 92,324 70,743 

Trade deposits and prepayments 11 58,643 40,865 

Accrued mark-up on term deposit account 2,842 850 

Other receivables 12 79,789 6,572 

Cash and bank balances 13 118,297 57,993 

3,262,322 2,320,619 

Total Assets 4,142,620 3,167,010 

balance sheet
as at December 31, 2006
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Note 2006 2005
(Rupees '000)

EQUITY AND LIABILITIES

CAPITAL AND RESERVES

Share Capital 14 124,006 124,006 
Revenue reserve 291,000 291,000 
Unappropriated profit 1,007,847 752,509 
Total capital and reserves 1,422,853 1,167,515 

SURPLUS ON REVALUATION OF FIXED ASSETS 15 290,541 296,401 

LIABILITIES

Non-current liabilities

Liabilities against assets subject to finance lease 16 5,691 9,310 
Deferred taxation 17 48,670 54,332 

54,361 63,642 
Current liabilities

Current maturity of liabilities against assets 
subject to finance lease 16 3,634 3,295 

Trade and other payables 18 1,978,927 1,301,885 
Running finance under mark-up arrangements 19 262,486 272,014 
Accrued mark-up 496 5,711 
Taxation 129,322 56,547 

2,374,865 1,639,452 
Contingency and Commitments 20

Total Liabilities 2,429,226 1,703,094 

Total Equity and Liabilities 4,142,620 3,167,010 

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

Managing Director & Chairman
Chief Executive
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Note 2006 2005
(Rupees '000)

Sales 21 6,392,282 6,367,606 

Cost of goods sold 22 (5,557,702) (5,706,089)

Gross profit 834,580 661,517 

Distribution expenses 22 (188,528) (149,218)

Administration expenses 22 (119,721) (107,363)

Other income 23 72,620 64,531 

Other expenses 24 (38,772) (34,407)

Profit from operations 560,179 435,060 

Finance cost 25 (48,416) (53,480)

Profit before taxation 511,763 381,580 

Taxation 26 (187,882) (138,624)

Profit after taxation 323,881 242,956 

Earnings per share - Basic and diluted 27 Rs. 26.12 Rs. 19.59 

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

profit and loss account
for the year ended December  31, 2006

Managing Director & Chairman
Chief Executive
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Note 2006 2005
(Rupees '000)

CASH FLOW FROM OPERATING ACTIVITIES

Cash generated from / (used in) operations 28 353,053 (295,929)
Payment of mark-up on running finance (8,985) (721)
Return on investments, savings and 

term deposit accounts 36,397 29,948 
Taxes paid (120,769) (158,523)
Increase in long term deposits (1,982) (744)
Increase in long term loans and advances (358) (9)
Net cash generated from / (used in) operating activities 257,356 (425,978)

CASH FLOW FROM INVESTING ACTIVITIES

Purchases of property, plant and equipment (116,501) (214,495)
Proceeds from sale of property, plant and equipment 6,515 9,521 
Net cash used in investing activities (109,986) (204,974)

CASH FLOW FROM FINANCING ACTIVITIES

Decrease in liabilities against assets subject
to finance lease (3,280) (3,152)

Dividend paid (74,258) (105,317)
Net cash used in financing activities (77,538) (108,469)
Net increase / (decrease) in cash and cash equivalents 69,832 (739,421)
Cash and cash equivalents at the beginning of the year 29 (214,021) 525,400 
Cash and cash equivalents at the end of the year 29 (144,189) (214,021)

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

for the year ended December  31, 2006
cash flow statement

Managing Director & Chairman
Chief Executive
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Share Revenue Unappropriated Total
Capital Reserve Profit

(Rupees ‘ 000)

Balance at January 1, 2005 124,006 291,000 609,096 1,024,102 

Dividend for the year 2004
@ Rs. 8.5 per share - - (105,405) (105,405)

Transferred from surplus on revaluation
of fixed assets on account of incremental 
depreciation - - 5,862 5,862 

Profit after taxation for the year 2005    -   - 242,956 242,956 

Balance at December 31, 2005 124,006 291,000 752,509 1,167,515 

Dividend for the year 2005
@ Rs.6 per share -   -   (74,403) (74,403)

Transferred from surplus on revaluation
of fixed assets on account of incremental 
depreciation -   -   5,860 5,860 

Profit after taxation for the year 2006 -   -   323,881 323,881 

Balance at December 31, 2006 124,006 291,000 1,007,847 1,422,853 

The annexed notes form an integral part of these financial statements

statement of changes in equity
for the year ended December  31, 2006

Managing Director & Chairman
Chief Executive
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for the year ended December  31, 2006
notes to the financial statements
1. THE COMPANY AND ITS OPERATIONS

Hinopak Motors Limited is incorporated in Pakistan as a public limited company and quoted on Karachi
and Lahore stock exchanges.

The company's principal activity is the assembly, progressive manufacture and sale of Hino buses and
trucks in Pakistan.

The financial statements are presented in Pak Rupee, which is the company's functional and
presentation currency.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out
below.

2.1 Basis of preparation

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

Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances.

The preparation of financial statements in conformity with approved accounting standards requires the
use of certain critical accounting estimates. It also requires management to exercise its judgement in the
process of applying the company's accounting policies. The matters involving a higher degree of
judgement or complexity, or area where assumptions and estimates are significant to the financial
statements are as follows:

(a) Provision for doubtful debts and other receivables and stocks 

The company has used judgments, based on the history of the transactions, for making provisions
for the doubtful debts and other receivables, whereas provision for stocks is based on the current
market conditions. Management believes that changes in outcome of estimates will not have
material effect on the financial statements.

(b) Post retirement benefits

The company has post retirement benefit obligations, which are determined through actuarial
valuations using various assumptions as disclosed in note 12.1 below.Management believes that
the changes in assumptions will not have significant effect on the financial statements.

57HARMONISING TECHNOLOGY WITH ENVIRONMENT
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(c) Contingent liability - custom duty

As disclosed in note 20.1 below, company has challenged the levy of custom duty. If the final
outcome of the case differs from management assessment, the company will suffer loss in the
year when such decision will be finalised and would affect the financial statements of that year.

There have been no critical judgments made by the company's management in applying the accounting
policies that would have the most significant effect on the amounts recognised in the financial statements.

Amendments to relevant published standard and new interpretations effective in 2006 

IAS 19 (Amendment) – Employee Benefits, is mandatory for the company's accounting periods
beginning on or after January 1, 2006. It introduces the option of an alternative recognition approach for
actuarial gains and losses.The company does not intend to adopt the alternative approach for recognition
of actuarial gains and losses. Adoption of this amendment only impacts the format and extent of
disclosures as presented in note 12.1 to the financial statements.

Standards, amendments and interpretations effective in 2006 but not relevant

The other new standards, amendments and interpretations that are mandatory for accounting periods
beginning on or after January 1, 2006 are considered not to be relevant or have any significant effect to
the company’s operations.

Standards, interpretations and amendments to published approved accounting standards as
adopted in Pakistan that are not yet effective:

Amendment to IAS 1- Presentation of Financial Statements prescribing Capital Disclosures has been
issued which is applicable on the company from accounting period beginning January 1, 2007.

Adoption of the above amendment may only impact to the extent of disclosures presented in the financial
statements.

2.2 Overall valuation policy

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

2.3 Property, plant and equipment

Property, plant and equipment are stated at cost less depreciation/amortisation except capital work in
progress which is stated at cost.

The cost of leasehold land is amortised over the remaining period of the lease i.e. 57 to 60 years.
Depreciation  on all  other  assets is charged to profit and loss account applying  the  straight  line  method
whereby  the cost of an asset less residual value is written off over  its  estimated useful life.Depreciation
on assets is charged from the month of addition and no depreciation is charged in the month of disposal.

for the year ended December  31, 2006
notes to the financial statements
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The useful lives of assets as estimated by the management are as follows:

- Buildings on leasehold land 40 years
- Plant and machinery 10 years
- Furniture and fixtures 2 to10 years
- Vehicles - owned 4 to 5 years
- Vehicles - held under finance lease 4 to 5 years
- Electric installations 5 years
- Office and other equipments 3 to 7 years

The assets' residual values and useful lives are reviewed, and adjusted if significant, at each balance
sheet date.

The company has acquired certain vehicles under lease.The leases where the company has acquired
substantially all the risks and rewards of ownership are classified as finance leases.Assets under finance
leases are capitalised at the lease commencement date at the lower of fair value of the leased asset and
the present value of minimum lease payments and the corresponding liability is recognised on the
balance sheet. Finance lease charges are allocated to the accounting periods in a manner so as to
provide a constant periodic rate of charge on the outstanding liability.The assets acquired under finance
lease are depreciated over the shorter of the useful life of the asset or the lease term.

Assets are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount may not be recovered.The company accounts for impairment by reducing its carrying
value to the recoverable amount.

Gain or loss on disposal or retirement of property, plant and equipment is included in profit and loss
account.Maintenance and normal repairs, plant and machinery costing up to approximately Rs.50,000
and other assets costing up to approximately Rs. 25,000 are charged to profit and loss account as and
when incurred.

2.4 Intangible assets - computer software

Computer software licenses acquired by the company are stated at cost less amortisation. Cost
represents the cost incurred to acquire the software licenses and bring them to use.The cost of computer
software is amortised over the estimated useful life i.e.3 years.

Costs associated with maintaining computer softwares are charged to profit and loss account.

2.5 Investments 

The investments of the company are classified into the following categories:

i) Held to maturity

These are investments with fixed or determinable payments and fixed maturity with the company
having positive intent and ability to hold to maturity.These are stated at cost.

for the year ended December  31, 2006
notes to the financial statements



60 ANNUAL REPORT 2006

ii) At fair value through profit and loss account

These are investments designated at fair value through profit and loss account at inception.
Investments in this category are classified as current assets if they are expected to be realised
within twelve months of the balance sheet date.

Investments at fair value through profit and loss account are recognised at fair value and changes
in fair value are taken to profit and loss account.

iii) Available for sale

These represent non derivative investments that are either designated in this category or not
classified in any other category. They are included as non-current assets unless management
intends to dispose off the investments within twelve months of the balance sheet date.

Available for sale investments are initially recognised at fair value plus transaction cost, and
subsequently at fair value.Changes in fair value are recognised in equity.

The company assesses at each balance sheet date whether there is objective evidence that an
investment is impaired. Impairment loss on all investments is recognised in the profit and loss account.
In arriving at the provision in respect of any diminution in long-term investments, consideration is given
only if there is a permanent impairment in the value of the investment.

2.6 Stores, spares and loose tools

These are valued at cost determined on moving average basis less provision for slow moving and
obsolete stores and spares. Items in transit are valued at invoice value plus other charges incurred
thereon.

2.7 Stock in trade

These are valued at lower of cost and net realisable value. Cost is determined by first-in first-out method
except for materials for fabrication of bus bodies, consumable stores, locally manufactured parts, spares
for sale and stock in transit.

Cost of material for fabrication of bus bodies, consumable stores, locally manufactured parts and spares
for sale is determined on moving average method. Cost of stock in transit comprises of invoice value
plus other charges incurred thereon.

Cost of work in process and finished goods include direct material, labour and appropriate portion of
manufacturing expenses.

2.8 Trade debts and other debts

Trade and other debts are carried at original invoice amount being the fair value. Provision is made
against debts considered doubtful of recovery whereas debts considered irrecoverable are written off.

for the year ended December  31, 2006
notes to the financial statements
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2.9 Foreign currency translation

Foreign currency transactions are recorded into Pak Rupee using the exchange rates prevailing at the
dates of the transactions. Monetary assets and liabilities in foreign currencies are translated into Pak
Rupee at the rates of exchange prevailing at the balance sheet date. Exchange gains and losses are
taken to profit and loss account.

2.10 Staff retirement benefits

Defined benefit plans

The company operates approved funded gratuity and pension schemes for all its permanent employees.
The schemes define the amounts of benefit that an employee will receive on or after retirement subject
to a minimum qualifying period of service under the schemes.The amounts of retirement benefits are
usually dependant on one or more factors such as age, years of service and salary.

The liabilities recognised in respect of gratuity and pension schemes are the present values of the
company's obligations under each scheme at the balance sheet date less the fair values of respective
plan assets, together with adjustment for unrecognised actuarial gains or losses.

Contribution to pension fund is made by both the company, based on actuarial recommendation, and
the employees at 2% of basic monthly salary.

The gratuity and pension obligations are calculated annually by independent actuaries using the
projected unit credit method. The present values of the obligations are determined by discounting the
estimated future cash outflows using interest rates of high quality government securities that have terms
to maturity approximating to the terms of the related obligations.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions
in excess of the greater of 10% of the value of plan assets or 10% of the obligations are charged or
credited to profit and loss account separately for each scheme over the employees' expected average
remaining working lives.

Defined contribution plan

The company also operates an approved contributory provident fund for all its permanent employees to
which equal monthly contributions are made, both by the company and the employees, to the fund at the
rate of 10% of basic salary.

2.11 Compensated absences

The company provides for compensated absences of its employees on unavailed leave balances in the
period in which the leave is earned.

for the year ended December  31, 2006
notes to the financial statements
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2.12 Taxation

i. Current

Charge for current taxation is based on taxable income at the current rates of  taxation  after taking
into account tax credits and rebates available, if any, and taxes paid under the presumptive tax
regime.

ii. Deferred

The company accounts for deferred taxation using the liability method on all major temporary
differences arising between the tax base of assets and liabilities and their carrying amounts in the
financial statements.Deferred tax liability is generally recognised for taxable temporary differences
and deferred tax asset is recognised to the extent that it is probable that taxable profits will be
available against which the deductible temporary differences, unused tax losses and tax credits
can be utilised.Deferred tax is charged or credited in the profit and loss account.

2.13 Provisions

Provisions are recognised when the company has a present legal or constructive obligation as a result
of past events, it is probable that an outflow of resources will be required to settle the obligation and a
reliable estimate of the amount can be made.

2.14 Revenue recognition

- The company recognises sales upon delivery of goods to customers.
- Commission on handling Complete Built Up (CBU) vehicles and spare parts is recognised on

accrual basis.
- Return on bank deposits and short term investments is recognised on accrual basis.

2.15 Borrowing cost

Borrowing cost is recognised as an expense in the period in which it is incurred.

2.16 Research and development cost

Research and development cost is charged in the year in which it is incurred.

2.17 Warranty expenses 

Warranty expenses are recorded as and when claims are received from customers.

2.18 Financial instruments

Financial instruments include investments, trade and other debts, cash and bank balances, borrowings,
liabilities against assets subject to finance leases and trade and other payables.The particular recognition
methods adopted are disclosed in the individual policy statements associated with each item.

for the year ended December  31, 2006
notes to the financial statements
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2.19 Derivative financial instruments and hedging activities

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are
subsequently re-measured at their fair value.The company enters into derivative transactions mainly to
hedge foreign currency liabilities or firm commitments and these are designated as fair value hedge.

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded
in the profit and loss account, together with any changes in the fair value of the hedged liability that are
attributable to the hedged risk.

2.20 Cash and cash equivalents 

Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of cash flow
statement, cash and cash equivalents comprise cash, cheques in hand, balances with banks on current,
savings and deposit accounts and running finance under mark-up arrangements.

2.21 Trade and other payable

Trade and other payables are initially measured at cost which is the fair value of the consideration
received.

2.22 Dividend distribution

Dividend distribution to shareholders is recognised as liability in the financial statements in the period in
which the dividend is approved.

Note 2006 2005
(Rupees '000)

3. PROPERTY, PLANT AND EQUIPMENT
Operating fixed assets 3.1 856,661 822,159 
Capital work in progress - at cost 3.2 7,869 9,106 

864,530 831,265 

for the year ended December  31, 2006
notes to the financial statements
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3.1 Operating fixed assets

Leasehold Buildings on Plant and Furniture Vehicle Electrical Office and Total 
Land leasehold machinery and Installations other 

land fixtures Owned Held under equipments
finance
leases

(Rupees '000)

2005
At January 1
Cost 294,451 258,992 210,395 8,201 60,677 19,527 29,916 55,914 938,073

Accumulated depreciation (33,043) (47,022) (89,123) (3,988) (32,803) (4,923) (17,207) (38,219) (266,328)

Net book value 261,408 211,970 121,272 4,213 27,874 14,604 12,709 17,695 671,745 

Year ended December 31
Opening net book value 261,408 211,970 121,272 4,213 27,874 14,604 12,709 17,695 671,745 

Additions - 27,583 124,615 1,306 20,125 -   25,877 11,612 211,118

Disposals -   (2,732) (2,431) - (643) - - (71) (5,877)

Depreciation charge (4,475) (6,799) (19,612) (731) (6,403) (3,906) (5,411) (7,490) (54,827)

Closing net book value 256,933 230,022 223,844 4,788 40,953 10,698 33,175 21,746 822,159

At December 31
Cost 294,451 282,849 325,919 9,507 72,509 19,527 54,440 64,360 1,123,562

Accumulated depreciation (37,518) (52,827) (102,075) (4,719) (31,556) (8,829) (21,265) (42,614) (301,403)

Net book value 256,933 230,022 223,844 4,788 40,953 10,698 33,175 21,746 822,159

2006
Year ended December 31
Opening net book value 256,933 230,022 223,844 4,788 40,953 10,698 33,175 21,746 822,159

Additions - 31,797 58,694 - 19,456 - 1,207 6,263 117,417

Disposals (Note 3.1.1) - - - - (2,075) -   -   - (2,075)

Depreciation charge (4,475) (7,535) (31,269) (705) (11,281) (3,905) (8,618) (8,781) (76,569)

Provision for impairment 
(Note 3.1.2) - - (4,271) - - - - - (4,271)

Closing net book value 252,458 254,284 246,998 4,083 47,053 6,793 25,764 19,228 856,661

At December 31
Cost 294,451 314,646 384,613 9,507 79,039 19,527 55,647 68,618 1,226,048

Accumulated depreciation (41,993) (60,362) (133,344) (5,424) (31,986) (12,734) (29,883) (49,390) (365,116)

Provision for impairment - - (4,271) - - - - - (4,271)

Net book value 252,458 254,284 246,998 4,083 47,053 6,793 25,764 19,228 856,661

3.1.1 These include disposal of fully depreciated office and other equipments costing Rs.2 million.

3.1.2 This represents impairment loss booked on plant and machinery due to discontinuance of third 
party manufacturing by the company.

for the year ended December  31, 2006
notes to the financial statements
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2006 2005
(Rupees '000)

3.2 Capital work in progress - at cost
Civil works - 8,571 
Plant and machinery 7,869 535 

7,869 9,106 
3.3 Details of property, plant and equipment sold

The details of property, plant and equipment sold, having net book value in excess of Rs. 50,000 each
are as follows:

Description Cost Accumulated Book Sale Mode of Particulars of
depreciation value proceeds disposal purchaser

(Rupees '000)
Vehicle 769 719 50 349 Company Policy Mr.Mahmood Mian 

Employee

“ 560 299 261 370 Company Policy Ms.Zahra Ishtiaq
Ex-employee

“ 560 271 289 378 Company Policy Mr.Ahmad Mala
Ex-employee

“ 560 187 373 481 Insurance Claim EFU General Insurance 
Limited Karachi

“ 560 365 195 335 Company Policy Mr.Ahsan Soori
Ex-employee

Aggregate of assets 
disposed of having book 
value less than Rs. 50,000 each

Vehicles 9,911 9,006 905 4,563 Company Policy Various
& Insurance Claim

2006 2005
4. INTANGIBLE ASSETS - Computer Software (Rupees '000)

At January 1
Cost 7,893 7,598 
Accumulated amortisation (5,481) (2,896)
Net book value 2,412 4,702 

Year ended December 31
Opening net book value 2,412 4,702 
Additions 321 295 
Amortisation (2,019) (2,585)
Closing net book value 714 2,412 

At December 31
Cost 8,214 7,893 
Accumulated amortisation (7,500) (5,481)
Net book value 714 2,412

for the year ended December  31, 2006
notes to the financial statements
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2006 2005
(Rupees '000)

5. INVESTMENTS - Related Parties

Available for sale - at cost

Arabian Sea Country Club Limited - Note 5.1 5,000 5,000 

Automotive Testing & Training Centre 
(Private) Limited - Note 5.2 750 750 

5,750 5,750 

Less: Provision for impairment (5,750) (5,750)

- -  

5.1 This represents cost of 500,000 (2005:500,000) fully paid-up unquoted ordinary shares of Rs.10 each.
Company holds 6.45% of the shares of the investee company. The fair value of the investment is
indeterminable.

5.2 This represents cost of 75,000 (2005: 75,000) fully paid-up unquoted ordinary shares of Rs. 10 each.
Company holds 5% of the shares of the investee company. The fair value of these shares is
indeterminable. The company has a commitment to surrender 25,000 shares to Engineering
Development Board at Nil value.

2006 2005
(Rupees '000)

6. LONG TERM LOANS AND ADVANCES – considered good

Loans to:
- executive 37 22 
- other than executives 7,982 8,242 

8,019 8,264 

Less: Recoverable within one year (2,166) (2,094)
5,853 6,170 

Advances to:
- executives 2,043 993
- other than executives 1,082 368

3,125 1,361

Less: Recoverable within one year (2,223) (1,134)
902 227 

6,755 6,397

for the year ended December  31, 2006
notes to the financial statements
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6.1 The loans and advances are provided to employees under their terms of employment on interest free
basis.

Loans under the schemes have been provided to facilitate purchase of motor vehicles and purchase /
construction of house and are repayable over a period of five to thirteen years.The company also extends
loans for employee assistance which are repayable within one year.The house loans are secured against
employees' retirement fund balances. The motor vehicle loans are secured by joint registration of the
vehicle in the name of the company and employees.

Advances to employees are in respect of house rent assistance and these are repayable over a period
of two years.These are secured against employees' retirement fund balances.

6.2 Reconciliation of carrying amount of loans and advances to executives:

2006 2005
Loans Advances Total Loans Advances Total

(Rupees ’000) (Rupees ’000)

Opening balances 22 993 1,015 5 1,385 1,390

Add: Disbursements 20 2,343 2,363 34 862 896 
Employees promoted 17 - 17 - - -   

59 3,336 3,395 39 2,247 2,286 

Less: Repayments (22) (1,293) (1,315) (17) (1,254) (1,271)
Closing balances 37 2,043 2,080 22 993 1,015 

2006 2005
(Rupees '000)

6.3 The maximum aggregate amount of loans and advances due
from executives at the end of any month during the year 5,410 2,388

7. STORES, SPARES AND LOOSE  TOOLS

Stores 17,016 22,487 
Spares 5,272 4,936 
Loose tools 3,627 2,379 

25,915 29,802

for the year ended December  31, 2006
notes to the financial statements
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2006 2005
(Rupees '000)

8. STOCK IN TRADE

Raw materials and components [including in transit 
Rs.242 million (2005: Rs.106.141 million)] 1,768,401 1,302,085 
Less: Provision for obsolescence (53,693) (20,706)

1,714,708 1,281,379

Work-in-process 6,342 31,279 

Finished goods - Note 8.1 629,576 468,354 
Less: Provision for obsolescence (39,474) (41,066)

590,102 427,288 
Trading stock - Spare parts [including in transit 
Rs.409 thousand (2005: Rs.1,972 thousand)] 103,521 81,911 
Less: Provision for obsolescence (33,387) (31,149)

70,134 50,762 
2,381,286 1,790,708

8.1 Finished goods include stocks amounting to Rs. 157.21 million (2005: Rs. 103.52 million) lying with
company's authorised dealers.

2006 2005
(Rupees '000)

9. TRADE DEBTS

Considered good
Indus Motors Company Limited - related party 187 19,134 
Others 503,039 303,952 

503,226 323,086 
Considered doubtful 21,280 15,091 

524,506 338,177 

Less: Provision for doubtful debts (21,280) (15,091)
503,226 323,086 

for the year ended December  31, 2006
notes to the financial statements



69HARMONISING TECHNOLOGY WITH ENVIRONMENT

2006 2005
(Rupees '000)

10. SHORT TERM LOANS AND ADVANCES 

Considered good

Current maturity of long term loans to:
- executive                                                       16 13 
- other than executives 2,150 2,081 

2,166 2,094

Current maturity of long term advances to:
- executives                                                     1,438 814 
- other than executives 785 320 

2,223 1,134

Advances to:
- executives 3,326 1,673 
- other than executives 14,923 14,066 
- suppliers 69,686 51,776 

87,935 67,515 

92,324 70,743 

Considered doubtful

Advances to suppliers 835 835 

93,159 71,578 

Less: Provision for doubtful advances to suppliers (835) (835)

92,324 70,743

11. TRADE DEPOSITS AND PREPAYMENTS

Trade deposits 63,581 46,393 

Prepayments 2,502 1,032 

66,083 47,425 

Less: Provision for doubtful deposits (7,440) (6,560)

58,643 40,865 

for the year ended December  31, 2006
notes to the financial statements
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2006 2005
(Rupees '000)

12. OTHER RECEIVABLES

Considered good
Receivable from Toyota Tsusho Corporation, Japan

- related party 1,427 1,189 

Insurance claim receivable 2,395 -   

Due from Employees' Gratuity Fund - Note 12.1 2,536 331 

Due from Employees' Pension Fund - Note 12.1 1,728 -   

Workers' profits participation fund - Note 18.1 - 1,043 

Excise duty receivable 296 1,013 

Custom duty receivable 2,784 2,061 

Sales tax receivable 67,969 555 

Others 654 380 

78,362 5,383 

Considered doubtful

Sales tax receivable 2,527 5,479 

82,316 12,051 

Less: Provision for doubtful receivables (2,527) (5,479)

79,789 6,572 

for the year ended December  31, 2006
notes to the financial statements
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12.1 Staff Retirement Benefits
2006 2005

Gratuity Pension Gratuity Pension

Fund Fund Fund Fund

(Rupees '000)

12.1.1 Movement in asset / (liability)

Prepayment / (Liability) as at January 1 331 - 3,636 (2,336)

Charge for the year (1,794) (3,302) (2,868) (3,900)

Contributions / benefits paid / (refund) 3,999 5,030 (437) 6,236 

Prepayment as at December 31 2,536 1,728 331 -  

12.1.2 Balance sheet reconciliation as at 

December 31

Fair value of plan assets 63,165 61,406 53,665 48,511 

Present value of obligations (56,221) (58,482) (43,922) (48,712)

Unrecognised actuarial (gain) / loss (4,408) (1,196) (9,412) 201 

2,536 1,728 331 - 

12.1.3 Expense recognized

Service cost (2,982) (3,284) (4,917) (3,989)

Interest cost (3,953) (4,384) (3,231) (3,549)

Expected return on plan assets 4,830 4,366 4,589 3,638 

Actuarial gain recognised during the year 311 - 691 -   

(1,794) (3,302) (2,868) (3,900)

12.1.4 Actual return on plan assets 2,707 5,716 1,659 7,208 

12.1.5 Movement in the defined benefit obligation

Obligation as at January 1 43,922 48,712 35,900 39,433 

Service cost 2,982 3,284 4,917 3,989 

Interest cost 3,953 4,384 3,231 3,549 

Actuarial  loss 6,521 2,145 603 1,747 

Benefits paid (1,157) (43) (729) (6)

Obligation as at December 31 56,221 58,482 43,922 48,712 

12.1.6 Movement in fair value of plan assets

Fair value as at January 1 53,665 48,511 50,835 34,545 

Expected return on plan assets 4,830 4,366 4,589 3,638 

Actuarial gain / (loss) 1,828 3,542 (593) 4,098 

Employer contributions 3,999 5,030 (437) 6,236 

Benefits paid (1,157) (43) (729) (6)

Fair value as at December 31 63,165 61,406 53,665 48,511

for the year ended December  31, 2006
notes to the financial statements



2006 2005

Rupees % Rupees %

'000 '000

12.1.7 Plan assets comprise of:

Funded pension plan

Equity 29,665 48 30,227 62

Debt 28,161 46 18,154 38

Others (includes cash and bank balances) 3,580 6 130 -

61,406 100 48,511 100

Funded gratuity plan

Equity 12,137 19 11,721 22

Debt 48,770 77 41,937 78

Others (includes cash and bank balances) 2,258 4 7 -

63,165 100 53,665 100

12.1.8 Key actuarial assumptions used are as follows: 2006 2005

Expected rate of return on investments 10% 9%

Expected rate of increase in salaries 9% 9%

Discount factor used 10% 9%

Retirement age (years) 60 60

12.1.9 Comparison for five years:

2006 2005 2004 2003 2002

(Rupees ‘000)

Funded pension plan

Present value of defined benefit obligation 58,482 48,712 39,433 32,522 -   

Fair value of plan assets (61,406) (48,511) (34,545) - -   

(Surplus) / Deficit (2,924) 201 4,888 32,522 -   

Experience adjustment

Actuarial loss on obligations 2,145 1,747 2,025 -  -   

Actuarial gain on plan assets (3,542) (4,098) (528) - - 

Funded gratuity plan

Present value of defined benefit obligation 56,221 43,922 35,900 28,840 23,570 

Fair value of plan assets (63,165) (53,665) (50,835) (50,126) (27,074)

Surplus (6,944) (9,743) (14,935) (21,286) (3,504)

Experience adjustment

Actuarial (gain) / loss on obligations 6,521 603 2,978 (1,927) 1,480 

Actuarial gain / (loss) on plan assets 1,828 (593) (3,523) 19,628 183 
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12.1.10 The expected return on plan assets is based on the market expectations and depends upon the
asset portfolio of the plan, at the beginning of the period, for returns over the entire life of the related
obligation.

12.1.11 Based on actuary's advice, the amount of expected contribution to gratuity and pension funds in 2007
will be Rs.2.977 million and Rs.3.367 million respectively.

2006 2005
(Rupees '000)

13. CASH AND BANK BALANCES

Balances with banks
on current accounts 18,602 17,661 
on PLS savings accounts 54,661 211 
on term deposit account - Note 13.1 45,000 40,000 

Cash in hand 34 121 
118,297 57,993

13.1 The mark-up rate on term deposit account is 9.5% (2005: 8.5%) per annum.

2006 2005
(Rupees '000)

14. SHARE CAPITAL

14.1 Authorised share capital

20,000,000 ordinary shares of Rs.10 each 200,000 200,000

14.2 Issued, subscribed and paid-up capital
Ordinary shares of Rs.10 each

6,200,280 shares allotted for consideration paid in cash 62,003 62,003
4,133,520 shares allotted for consideration other than

cash against fixed assets 41,335 41,335 
2,066,760 shares allotted as bonus shares 20,668 20,668 

12,400,560 124,006 124,006 

14.3 At December 31, 2006 and 2005 Hino Motors Ltd, Japan - holding company and Toyota Tsusho
Corporation, Japan - associated company respectively held 7,357,665 and 3,678,833 ordinary shares
of Rs.10 each.

for the year ended December  31, 2006
notes to the financial statements
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15. SURPLUS ON REVALUATION OF FIXED ASSETS

The surplus on revaluation of fixed assets represents surplus recognised in 1998 on revaluation of certain
leasehold land and buildings on leasehold land carried out by an independent professional valuer.

To comply with the requirements of the revised International Accounting Standard 16 - Property, Plant
and Equipment, the company adopted the cost model for its fixed assets. Consequently, the revalued
figures of such assets as at January 1, 2005 were treated as deemed cost.The surplus on revaluation
on these assets shall be held on the balance sheet till realisation in accordance with the requirements of
section 235 of the Companies Ordinance, 1984.

Surplus on revaluation  has been adjusted by surplus realised on disposal of revalued assets and
incremental depreciation arising out of revaluation net of deferred tax.

2006 2005
(Rupees '000)

Balance at January 1 296,401 302,263 

Less:Transferred to unappropriated profit on account 
of incremental depreciation for the year (5,860) (5,862)

Balance at December 31 290,541 296,401 

16. LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE

2006 2005
Minimum Finance Present Minimum Finance Present

lease charges value of lease charges value of
payments minimum payments minimum

lease lease
payments payments

(Rupees ’000) (Rupees ’000)

Payable
- Not later than one year 4,197 563 3,634 4,148 853 3,295
- Later than one year but not

later than five years 5,851 160 5,691 9,955 645 9,310
10,048 723 9,325 14,103 1,498 12,605 

Less: Current maturity shown
under current liabilities (3,634) (3,295)

5,691 9,310

for the year ended December  31, 2006
notes to the financial statements
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16.1 This represents company's obligations for vehicles obtained under finance lease agreements entered
into with Non-Banking Finance Companies. The balance of liability is payable by November 2008 in
monthly installments. Monthly lease payments include finance charges ranging between 6.5 % and six
months KIBOR + 1.9% per annum (2005: 6.5% and six months KIBOR + 1.9% per annum), which are
used as discounting factors.

2006 2005
(Rupees '000)

17. DEFERRED TAXATION

Credit balances arising in respect of:
- accelerated tax depreciation allowances 75,523 66,813 
- surplus on revaluation of fixed assets 29,556 30,497 

105,079 97,310 

Debit balances arising in respect of:
- provision for stock obsolescence (44,294) (32,522)
- provision for doubtful trade debts, deposits, advances

and other receivables (11,229) (9,788)
- liabilities against assets subject to finance lease (886) (668)

(56,409) (42,978)
48,670 54,332 

18. TRADE AND OTHER PAYABLES

Creditors 43,092 95,447
Bills payable 933,119 544,670 
Accrued liabilities 427,325 250,162 
Net unrealised loss on foreign exchange forward contracts 13,249 20,945 
Customers' credit balances 372,261 169,127 
Royalty payable to Hino Motors Ltd. Japan, holding company 21,362 38,821 
Contractors' earnest/retention money 991 1,390 
Taxes deducted, payable to statutory authorities 108 37 
Employees mutual subscription fund 1,736 1,618 
Workers’welfare fund 12,732 8,948 
Workers’profits participation fund  - Note 18.1 27,520 -   
Sales tax payable - 30,368 
Custom duties payable 105,508 122,275 
Excise duty payable 1,068 -   
Unclaimed dividend 1,100 955 
Others 17,756 17,122 

1,978,927 1,301,885

for the year ended December  31, 2006
notes to the financial statements



2006 2005
(Rupees '000)

18.1 WORKERS’PROFITS PARTICIPATION FUND

Opening asset / (liability) 1,043 (26,961)

Allocation for the year (27,520) (20,457)

(26,477) (47,418)

Return on funds utilised in company’s business - (833)

(26,477) (48,251)

Amounts (received from) / paid to trustees (1,043) 49,294 

Closing (liability) / asset (27,520) 1,043 

19. RUNNING FINANCE UNDER MARK-UP ARRANGEMENTS

The facilities for running finance under mark-up arrangements with various banks amounted to Rs.677.5
million (2005:Rs.502.5 million).The rates of mark-up range between KIBOR + 0.75% to KIBOR + 1.25%
per annum (2005: KIBOR + 0.75% to KIBOR + 1% per annum).The purchase prices are payable by
September 30, 2007.

The facilities for opening letters of credit and guarantees as at December 31, 2006 amounted to Rs.2.9
billion (2005:Rs. 2.3 billion) of which the amount remaining unutilised at the year end was Rs.1.67 billion
(2005: Rs.1.26 billion).

The above facilities are secured by way of hypothecation charge on current assets including stock-in-
trade.

20. CONTINGENCY AND COMMITMENTS

20.1 Contingent liability

The Collector of Customs (Appraisement) issued an order-in-original during the year 2006 demanding
payment of Rs.64.8 million in respect of imports of CKD kits of various models of buses and trucks during
various periods between February 1998 and September 2002 at a discount, alleging that the discount
given by the supplier to the company was special in nature as it was not available to others and as such
should be disallowed for the purposes of assessment of custom duty.

The company filed an appeal with the Collector of Customs (Appeals) who after setting aside the order
in December 2006 remanded the case to Deputy Collector of Customs (Appraisement) for de novo
consideration.

Based on the opinion of company's legal advisor, the management is confident that the final outcome of
the matter will be in company’s favour.Therefore no provision has been made in the accounts.
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2006 2005
(Rupees '000)

20.2 Commitments

Commitments for capital expenditure 75,641 22,732 
Commitments in respect of foreign exchange

forward contracts with banks 977,498 562,554

21. SALES

Manufactured goods

Gross sales     7,075,542 7,309,681 

Less: Commission 200,583 110,938 
Sales tax 545,171 894,586 
Sales returns 30,309 -   

6,299,479 6,304,157 

Trading goods

Gross sales 124,883 85,552 
Less: Commission and discounts 19,018 13,617 

Sales tax 12,837 8,486 
Sales returns 225 - 

92,803 63,449 

6,392,282 6,367,606 

for the year ended December  31, 2006
notes to the financial statements
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22. OPERATING COST
Cost of Distribution Administration Total

goods sold expenses expenses

2006 2005 2006 2005 2006 2005 2006 2005

(Rupees ‘000)

Raw materials consumed – Note 22.1 5,108,993 4,991,812 - -  - -  5,108,993 4,991,812

Stores and spares consumed 13,924 11,233 767 -   6 -   14,697 11,233 

Staff costs - note 22.2 281,006 233,106 60,006 55,094 50,672 43,551 391,684 331,751 

Staff training 2,119 578 711 111 602 421 3,432 1,110 

Rent, rates and taxes  7,114 6,839 727 647 - -   7,841 7,486 

Insurance 1,528 1,450 540 600 1,188 1,065 3,256 3,115 

Fuel and power 21,439 17,173 3,094 1,733 7,064 5,216 31,597 24,122 

Repairs and maintenance 35,064 28,313 603 2,099 8,437 6,192 44,104 36,604 

Postage, telex and telephone 1,987 1,981 3,311 3,295 1,399 1,880 6,697 7,156

Vehicle running expenses 8,485 6,943 7,701 5,830 5,832 4,994 22,018 17,767 

Printing, stationery and office supplies 2,384 2,373 4,337 3,497 1,533 2,159 8,254 8,029 

Travelling and entertainment 6,528 6,733 12,817 13,058 4,084 2,967 23,429 22,758 

Technical assistance fee - 1,112 - -   - -   - 1,112 

Royalty  42,947 34,073 - -   - -   42,947 34,073 

Depreciation and amortisation 59,887 42,364 6,797 3,823 11,904 11,225 78,588 57,412 

Impairment loss 4,271 -   - -   - -   4,271 -   

Fixed assets charged off  8,345 4,346 1,122 589 631 1,879 10,098 6,814 

Research and development 1,285 2,983 - -   - -   1,285 2,983 

Legal and professional charges - -   - -   5,420 6,048 5,420 6,048 

Auditors' remuneration - Note 22.3 - -   - - 1,526 1,347 1,526 1,347 

Security and maintenance - -   - - 16,202 16,999 16,202 16,999 

Outward freight and handling - -   762 1,003 - -   762 1,003 

Advertising and sales promotion - -   26,415 31,129 - -   26,415 31,129 

Product maintenance charges - -   37,404 8,766 - -   37,404 8,766 

Warranty services - -   11,012 7,345 - -   11,012 7,345 

Provision for doubtful trade debts -   -   6,189 3,131 - -   6,189 3,131 

Provision for doubtful deposits - -   2,539 3,887 - -   2,539 3,887 

Other receivables written off - -   - 860 - -   - 860 

Other expenses       5,487 3,497 1,674 2,721 3,221 1,420 10,382 7,638

5,612,793 5,396,909 188,528 149,218 119,721 107,363 5,921,042 5,653,490 

Opening stock of work in process  31,279 40,316 

5,644,072 5,437,225 

Closing stock of work in process (6,342) (31,279)

Cost of goods manufactured  5,637,730 5,405,946 

Opening stock of finished goods 427,288 668,074 

Closing stock of finished goods  (590,102) (427,288)

5,474,916 5,646,732 

Trading goods

Opening stock 50,762 42,326 

Purchases 102,158 67,793 

152,920 110,119 

Closing stock (70,134) (50,762)

82,786 59,357 

5,557,702 5,706,089 

22.1 Cost of goods sold includes charge for stock obsolescence Rs.33.633 million (2005:Rs.47.142 million).

for the year ended December  31, 2006
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22.2 Staff costs

Cost of Distribution Administration Total

goods sold expenses expenses

2006 2005 2006 2005 2006 2005 2006 2005

(Rupees ‘000)

Salaries, wages, allowances and

staff welfare 273,953 225,952 58,179 52,538 49,422 42,053 381,554 320,543

Charge for defined benefit plans 3,728 4,410 812 1,536 556 822 5,096 6,768 

Charge for defined contribution plan 3,325 2,744 1,015 1,020 694 676 5,034 4,440 

281,006 233,106 60,006 55,094 50,672 43,551 391,684 331,751 

2006 2005
(Rupees '000)

22.3 Auditors' Remuneration

Audit fee 650 600
Fee for limited review, audit of workers' profits

participation fund, gratuity fund, provident fund,
pension fund, special certifications and other 
assignments 710 630

Out of pocket expenses 166 117 
1,526 1,347

23. OTHER INCOME

Income from financial assets 
Return on PLS savings accounts 12,408 12,972 
Return on certificates of investment and

short term deposits 25,981 16,664
Scrap sales 18,342 19,634 
Gain on disposal of fixed assets 4,440 3,644 
Commission - from related party 1,466 7,536 
Liabilities no longer required written back 4,608 2,718 
Others 5,375 1,363 

72,620 64,531

24. OTHER EXPENSES

Donations - Note 24.1 78 6,865 
Workers' profits participation fund 27,520 20,457 
Workers' welfare fund 11,174 7,085 

38,772 34,407 

24.1 None of the directors or their spouses had any interest in the donee.
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2006 2005
(Rupees '000)

25. FINANCE COST

Finance lease charges 889 825 
Exchange loss 38,774 41,232 
Bank charges 4,983 4,158 
Interest on workers’profits participation fund - 833 
Mark-up on running finance 3,770 6,432 

48,416 53,480 

26. TAXATION

Current 194,461 131,839 
Prior years (917) (133)
Deferred (5,662) 6,918 

187,882 138,624

26.1 Relationship between tax expense and accounting profit

Profit before taxation 511,763 381,580 

Tax calculated at the rate of 35% 179,117 133,553 
Permanent differences 6,213 2,315 
Effect of presumptive tax 3,469 2,889 
Prior years' tax reversal (917) (133)

Tax charge for the year 187,882 138,624

27. EARNINGS PER SHARE - BASIC AND DILUTED

Profit after taxation attributable to ordinary shareholders 323,881 242,956 
Number of ordinary shares (in '000s) issued and

subscribed at the end of the year 12,401 12,401 

Earnings per share - Basic and diluted Rs. 26.12 Rs.19.59

for the year ended December  31, 2006
notes to the financial statements



2006 2005
(Rupees '000)

28. CASH GENERATED FROM OPERATIONS

Profit before taxation 511,763 381,580 

Add/(Less): Adjustments for non cash charges and other items

Depreciation and amortisation 78,588 57,412 

Impairment loss 4,271 -   

Mark-up on running finance 3,770 6,432 

Gain on disposal of fixed assets (4,440) (3,644)

Return on PLS savings accounts (12,408) (12,972)

Return on certificates of investment and deposit accounts (25,981) (16,664)

43,800 30,564 

Profit before working capital changes 555,563 412,144

EFFECT ON CASH FLOW DUE TO WORKING CAPITAL CHANGES

(Increase)/decrease in current assets

Stores, spares and loose tools 3,887 (13,035)

Stock in trade (590,578) (11,329)

Trade debts (180,140) (73,910)

Loans and advances (21,581) (21,976)

Trade deposits and prepayments (17,778) 7,133 

Other receivables (73,217) 49,293 

(879,407) (63,824)

Increase/(decrease) in current liabilities

Increase in trade and other payables 676,897 (644,249)

(202,510) (708,073)

353,053 (295,929)

29. CASH AND CASH EQUIVALENTS

Cash and bank balances 118,297 57,993 

Running finance under mark-up arrangements (262,486) (272,014)

(144,189) (214,021)
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30. REMUNERATION OF MANAGING DIRECTOR, DIRECTORS AND EXECUTIVES

The aggregate amount charged in the accounts for remuneration, including all benefits to the Managing
Director, Directors and Executives of the company were as follows:

Managing Director Directors Executives
2006 2005 2006 2005 2006 2005

(Rupees ‘000)
Managerial  remuneration
and allowances 5,092 4,296 19,862 13,840 38,001 17,636

Retirement benefits -   -   734 858 1,477 1,566 

Rent and utilities 1,661 1,471 3,867 4,474 5,806 5,036 

Leave passage 288 252 812 765 1,182 856 

Club expenses 23 44 82 136 201 128 

Medical expenses - -   120 110 640 366 

7,064 6,063 25,477 20,183 47,307 25,588 

Number of persons 1 1 4 4 16 13

30.1 Consultancy fee paid to the Chairman during the year amounted to Rs. 2.184 million (2005: Rs. 1.93
million).

30.2 The Chairman, Managing Director, Directors and certain executives of the company are provided with
free use of company maintained cars and certain items of household furniture & fixtures and electrical
appliances in accordance with their terms of employment.

2006 2005
Units

31. PLANT CAPACITY AND PRODUCTION

Plant capacity (single shift without overtime)

-     Chassis 6,000 6,000 

-     Bodies 1,800 1,800 

Actual production

-     Chassis 2,898 2,328 

-     Bodies 938 739 

Actual production is lower in accordance with market requirements.

for the year ended December  31, 2006
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32. RELATED PARTY DISCLOSURES

Disclosure of transactions between the company and related parties:

Relationship Nature of transaction 2006 2005
(Rupees '000)

i. Holding company - Purchase of goods 104,465 119,929
- Royalty 42,252 34,073 
- Dividend paid 40,007 62,540 
- Technical assistance fee - 1,112

ii. Associated companies - Purchase of goods 3,390,642 3,627,054 
- Sale of goods 68,339 246,813 
- Purchase of fixed assets 29,027 47,094 
- Commission earned 1,466 7,536 
- Dividend paid 20,004 31,270 

iii. Employees' Provident Fund - Contribution paid 5,034 4,440 

iv. Employees' Gratuity Fund - Contribution paid 3,999 2,868

v. Employees' Pension Fund - Contribution paid 5,030 3,900 

32.1 Outstanding balances with related parties as at year end have been included in trade and other payables,
trade debts and other receivables respectively.

32.2 Compensation to key management personnel comprising of Managing Director and Directors is
disclosed in note 30 above.

for the year ended December  31, 2006
notes to the financial statements



33. FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

(i) Financial assets and liabilities

Interest / Mark-up bearing Non Interest / Mark-up bearing Total

Maturity Maturity Sub-total Maturity Maturity Sub-total

up to one after one up to one after one

year year year year

(Rupees ‘000)

Financial assets

Loans and advances -   -   -   22,638 6,755 29,393 29,393

Deposits -   -   - 56,141 8,299 64,440 64,440 

Trade debts -   -   -   503,226 -   503,226 503,226 

Accrued return on deposit account -   -   -   2,842 -   2,842 2,842

Other receivables -   -   -   3,822 - 3,822 3,822 

Cash and bank balances 99,661 -   99,661 18,636 - 18,636 118,297

December 31, 2006 99,661 -   99,661 607,305 15,054 622,359 722,020 

December 31, 2005 40,211 -   40,211 453,863 12,714 466,577 506,788

Financial liabilities

Liabilities against assets

subject to finance lease 3,634 5,691 9,325 -   -   -  9,325

Trade and other payables -   -   -   1,427,625 -  1,427,625 1,427,625 

Running finance under mark-up

arrangements 262,486 -   262,486 -   -   -  262,486 

Mark-up accrued on running

finance arrangements -   -   -   496 -   496 496 

December 31, 2006 266,120 5,691 271,811 1,428,121 -   1,428,121 1,699,932

December 31, 2005 275,310 9,310 284,620 955,895 -   955,895 1,240,515 

Off balance sheet items

Financial commitments:

Contracts for capital 

expenditure -   -   -   75,641 -   75,641 75,641 

Foreign currency

forward contracts -   -   -   977,498 -   977,498 977,498

December 31, 2006 -   -   -   1,053,139 -   1,053,139 1,053,139 

December 31, 2005 -   -  -   585,286 -   585,286 585,286 

The effective mark-up rates for financial assets and liabilities are mentioned in respective notes to the
financial statements.

(ii) Concentration of credit risk

Credit risk represents the accounting loss that would be recognised at the reporting date if counterparts
failed to perform as contracted.Out of the total financial assets of Rs.722.020 million (2005:Rs.506.788
million), the assets subject to credit risk amount to Rs. 503.226 million (2005: Rs. 323.086 million).The
company believes that it is not exposed to credit risk as major part of these receivables comprise of
receivable from government institutions and in case of other customers company usually obtains post
dated cheques.
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(iii) Liquidity risk

The company manages liquidity risk by maintaining sufficient cash and the availability of financing
through banking arrangements.

(iv) Foreign exchange risk management

Foreign currency risk arises mainly when receivables and payables exist due to transactions with foreign
undertakings.The company manages foreign currency risk arising on import related activity usually by
obtaining forward currency contracts.

(v) Fair values of the financial assets and liabilities and derivatives

The carrying values of all financial assets and liabilities reflected in the financial statements approximate
their fair values.The fair value of forward currency contracts is calculated using the prevailing market rates
of forward contracts approximately matching with the term of maturity of the contracts.

34. DIVIDEND

The Board of Directors in their meeting held on February 26, 2007 proposed a cash dividend of Rs.10.5
per share (2005: Rs.6 per share) amounting to Rs.130.206 million  (2005: Rs.74.403 million).

35. CORRESPONDING FIGURES

Corresponding figures have been reclassified for the purposes of comparison to achieve enhanced
presentation.Major re-classifications are as follows:

Reclassification from Reclassification to
Nature of reclassification (Rupees ’000)

Note Component Note Component
Fabricated Re-enforced Parts 8 Stock in trade 8 Stock in trade - raw

(FRP) stock - finished goods materials and components 2,356

Net proceeds from sales of 22 Operating cost 23 Other income - scrap
packing material - raw materials consumed sales 15,650 

36. DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue on February 26, 2007 by the Directors.

for the year ended December  31, 2006
notes to the financial statements

Managing Director & Chairman
Chief Executive
















