






























































































































ASSETS

Non-current assets    
   Property, plant and equipment 3 1,779,457  1,788,255
   Intangible assets 4 1,089  2,038
   Long-term investments 5  2,391  -
   Long-term loans and advances 6 10,400  3,908
   Long-term deposits   6,015  5,881
  1,799,352  1,800,082
Current assets
   Stores, spares and loose tools 7 19,194   19,794
   Stock-in-trade 8 2,410,682   1,677,525
   Trade debts 9 1,823,092 482,570   
   Loans and advances 10 37,739  83,382   
   Trade deposits and prepayments 11 34,680   27,253   
   Refunds due from the government 12 87,893 225,479   
   Other receivables 13  31,839   28,876
   Taxation - payments less provision 14 324,901 144,567   
   Cash and bank balances 15 124,526  63,416
  4,894,546 2,752,862
Total assets  6,693,898  4,552,944

EQUITY AND LIABILITIES    
Share capital and reserves    
   Share capital 16 124,006  124,006
   Reserves 17 1,405,508 1,355,480
  1,529,514  1,479,486

SURPLUS ON REVALUATION OF FIXED ASSETS 18 1,026,250  1,049,014

LIABILITIES    
Non-current liabilities    
   Deferred taxation 19  69,390   47,372
   Retirement benefits obligations 20 67,235  73,105
   136,625  120,477

Current liabilities    
   Trade and other payables 21  2,721,889  1,597,894
   Short-term borrowings 22 1,238,331  296,310
   Accrued mark-up 23 41,289   9,763
  4,001,509  1,903,967

Total liabilities   4,138,134  2,024,444

Contingency and commitments 24   
Total equity and liabilities  6,693,898  4,552,944

The annexed notes 1 to 40 form an integral part of these financial statements.

Balance Sheet
As at March 31, 2012

Note 2012

March 31, March 31,

Rupees ‘000

2011
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Sales 25 8,766,997 9,281,822 

Cost of sales 26 (7,858,919)  (8,544,530)

Gross profit  908,078  737,292 

Distribution expenses 26 (328,212) (279,319)

Administration expenses 26 (192,013) (168,303)

Other operating income 27  113,982  56,510 

Other operating expenses 28 (9,858) (3,821)

Profit from operations  491,977  342,359 

Finance cost 29 (318,541)  (301,874)

Profit before taxation   173,436  40,485 

Taxation 30 (147,726)  (70,625)

Profit / (loss) after taxation  25,710  (30,140)

Other comprehensive income

Change in value of available-for-sale financial    
   assets - net of deferred tax 5 1,554   -   

Total comprehensive income / (loss)  27,264 (30,140)

Earnings / (loss) per share 31 Rs. 2.07 Rs. (2.43)

The annexed notes 1 to 40 form an integral part of these financial statements.

Note 2012

March 31, March 31,

Rupees ‘000

2011

Profit and Loss Account
For the year ended March 31, 2012
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Note 2012

March 31, March 31,

Rupees ‘000

2011

CASH FLOWS FROM OPERATING ACTIVITIES

   Cash (used in) / generated from operations 32 (287,523)  359,955 

   Mark-up paid on short-term borrowings  (140,198)  (114,405)

   Return on savings accounts  1,211  2,055 

   Net (tax paid) / refund received  (306,879) 111,584 

   Retirement benefits obligations paid  (38,552) (58,105)

   Increase in long-term deposits   (134) (1,892)

   (Increase) / Decrease in long-term loans and advances  (6,492) 7,843 

   Net cash (used in) / generated from operating activities  (778,567)  307,035 

CASH FLOWS FROM INVESTING ACTIVITIES

   Fixed capital expenditure incurred  (116,517) (150,561)

   Proceeds from sale of property, plant and equipment  14,179  41,581 

   Net cash used in investing activities   (102,338) (108,980)

CASH FLOWS FROM FINANCING ACTIVITIES    

   Dividend paid  (6)  (8)

   Net (decrease) / increase in cash and cash equivalents  (880,911) 198,047 

   Cash and cash equivalents at the beginning of the year  (232,894) (430,941)

   Cash and cash equivalents at the end of the year 33 (1,113,805)  (232,894)

The annexed notes 1 to 40 form an integral part of these financial statements.

Cash Flow Statement
For the year ended March 31, 2012
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Balance at April 1, 2010 124,006   291,000   1,088,973   -    1,503,979 
   

Transferred from surplus on revaluation of     
   fixed assets on account of incremental     
   depreciation - net of deferred tax  -     -     5,647   -    5,647 
   
Total comprehensive loss for the year  -     -     (30,140)  -    (30,140)

Balance at March 31, 2011  124,006   291,000  1,064,480   -    1,479,486 

Realisation of surplus on revaluation of     
   fixed asset on disposal - net of deferred tax -  - 2,255   -     2,255 
       
   
Transferred from surplus on revaluation of      
   fixed assets on account of incremental     
   depreciation - net of deferred tax  -     -     20,509   -    20,509 

Profit after taxation for the year  -     -    25,710  -    25,710 

Gain on available for sale investments -     
   net of deferred tax  -     -     -     1,554  1,554 

Balance at March 31, 2012  124,006   291,000  1,112,954 1,554  1,529,514 

The annexed notes 1 to 40 form an integral part of these financial statements.

Statement of Changes in Equity 
For the year ended March 31, 2012
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1. THE COMPANY AND ITS OPERATIONS

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

 The Company’s principal activity is the assembly, progressive manufacturing and sale of Hino buses and trucks in 
Pakistan. The Company also sells buses and trucks in international market. The registered office of the Company 
is at D-2, S.I.T.E., Manghopir Road, Karachi.

 The Company is a subsidiary of Hino Motors Limited Japan and the ultimate parent of the Company is Toyota 
Motors Corporation Japan.

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

2.1.1 Changes in accounting standards and interpretations

(a) Standards, interpretations and amendments to published approved accounting standards effective in 
2011

 - IAS 1 (Amendment), ‘Presentation of Financial Statements’, is effective for accounting period beginning on 
or after 1 January 2011. This amendment requires an entity to present an analysis of other comprehensive 
income for each component of equity, either in the statement of changes in equity or in the notes to the financial 
statements. The new amendment may extend the disclosures for any other comprehensive income in the 
Company’s financial statements. However, this has no material impact on these financial statements.

 - IFRS 7 (Amendment), ‘Financial Instruments: Disclosure’, is effective for the accounting periods beginning 
on or after 1 January 2011. This amendment emphasizes the interaction between quantitative and qualitative 
disclosures about the nature and extent of risks associated with financial instruments. However, this has no 
material impact on these financial statements.

 The other new standards, amendments and interpretations that are mandatory for accounting periods beginning 
on or after 1 April 2011 are considered not to be relevant for the Company’s financial statements and hence have 
not been detailed here.

(b) Standards, interpretations and amendments to published approved accounting standards that are not yet 
effective but relevant to the Company 

 
 - IAS 19 (Amendment), ‘Employee benefits’, is effective for the accounting periods beginning on or after 1 January 

2013. It eliminates the corridor approach and recognises all actuarial gains and losses in other comprehensive 
income as they occur, immediately recognises all past service costs and replaces interest cost and expected 
return on plan assets with a net interest amount that is calculated by applying the discount rate to the net 
defined benefit liability / asset.

Notes to and Forming Part of 
the Financial Statements
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2.2 Basis of measurement

 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

2.3.1 These are stated at cost less accumulated depreciation / amortisation and impairment losses, if any, except land 
and buildings which are stated at revalued amount less accumulated depreciation and impairment loss, if any; and 
capital work-in-progress which is stated at cost.

2.3.2 Depreciation is charged to profit and loss account applying  the  straight  line  method,  whereby  the depreciable 
amount of an asset, if any, is written off over  its  estimated useful life. The revalued amount of leasehold land and 
building is amortised / depreciated equally over the remaining life from the date of revaluation. Depreciation is 
charged on additions from the month the asset is available for use and on disposals upto the month preceding the 
month of disposal.

2.3.3 The useful lives of assets as estimated by the management are as follows:

 - Leasehold land   lease term i.e. 76 to 79 years   
 -  Buildings on leasehold land  40 years   
 -  Plant and machinery   2 to10 years   
 -  Furniture and fixtures   2 to10 years   
 -  Vehicles    4 to 5 years   
 -  Electric installations   5 years   
 -  Office and other equipments  3 to 7 years

2.3.4 Gain or loss on disposal or retirement of property, plant and equipment is included in profit and loss account. 

2.4 Intangible assets - computer softwares

 Computer software licenses acquired by the Company are stated at cost less accumulated 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. 2 to 3 years.

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

2.5 Impairment

 The carrying values of non-current assets are reviewed for impairment when events or changes in circumstances 
indicate that the carrying value may not be recoverable. If any such indication exists and where the carrying values 
exceed the estimated recoverable amount, the assets or cash-generating units are written down to their recoverable 
amount.

2.6 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 initially recognised at fair value plus transaction cost, 
and subsequently at amortised cost using the effective interest method.
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 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 initially recognised at fair value, and transaction 
costs are expensed in the profit and loss account. These are subsequently carried at fair value. Gains or losses 
arising from changes in the fair value are taken to profit and loss account in the period in which they arise.

 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 the investment matures or 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 costs, and are subsequently 
carried at fair value. Changes in the fair value are recognised in other comprehensive income.

 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. Whereas, reversal of 
impairment loss is recognised in other comprehensive income. 

2.7 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 final tax regime.

 ii. Deferred

  The Company accounts for deferred taxation using the liability method on temporary differences arising 
between the tax base of assets and liabilities and their carrying amounts in the financial statements. Deferred 
tax liability is 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 to the profit and loss 
account except for deferred tax arising on surplus on revaluation of fixed assets and on change in fair value 
of investments categorised as available for sale which is charged to the surplus on revaluation and fair value 
reserve respectively.

2.8 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.

2.9 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.         
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the Financial Statements
For the year ended March 31, 2012

68 Hinopak Motors Limited



Notes to and Forming Part of 
the Financial Statements
For the year ended March 31, 2012

 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.

 Net realisable value is determined on the basis of estimated selling price of the product in the ordinary course of 
business less cost of completion and estimated costs necessarily to be incurred to make the sale.

2.10 Trade 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.

2.11 Cash and cash equivalents

 Cash and cash equivalents are carried 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 short term 
borrowings under mark-up arrangements.

2.12 Staff retirement benefits

 Defined benefit plans

 The Company operates approved funded gratuity and pension schemes for all its permanent employees. The 
Company also operates gratuity for contractual employees which is unfunded. 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 dependent 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 by employees 
at 2% and 3% of the basic monthly salary in case of management and non-management staff respectively. 

 Latest actuarial valuations of the schemes were carried out as at March 31, 2012 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 life.

 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.
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2.13 Compensated absences

 The Company accounts for compensated absences of its employees on unavailed balance of leave in the period in 
which the leave is earned.

2.14 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.

2.15 Borrowings and their costs

 Borrowings are recognised initially at fair value, net of transaction costs incurred and are subsequently measured 
at amortised cost using the effective interest method.

 Borrowing costs are recognised as an expense in the period in which these are incurred except to the extent of 
borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset. Such 
borrowing costs, if any, are capitalised as part of the cost of that asset.

2.16 Warranty obligations

 The Company recognises the estimated liability, on an accrual basis, to repair or replace products under warranty 
at the balance sheet date, and recognises the estimated product warranty costs in the profit and loss account when 
the sale is recognised.

2.17 Financial instruments

 Financial instruments include loans and advances, deposits, trade and other debts, cash and bank balances, 
borrowings, trade and other payables and accrued mark-up. The particular recognition methods adopted are 
disclosed in the individual policy statements associated with each item.

2.18 Trade and other payables

 Trade and other payables are initially measured at cost which is the fair value of the consideration to be paid for 
goods and services, whether or not billed to the Company.

2.19 Revenue recognition        
         
 -  The Company recognises sales upon delivery of goods to customers and in the case of exports when the 

goods are shipped.      
 
 -  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.    

2.20 Research and development cost

 Research and development cost except to the extent that an intangible asset is recognised, is charged in the year 
in which it is incurred. Development costs previously charged to income are not recognised as an asset in the 
subsequent period.        
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2.21 Foreign currency translation

 Foreign currency transactions are recorded in 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.

2.22 Dividend distribution

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

2.23 Accounting estimates and judgements

 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, other receivables and stocks

  The Company has used judgements, based on the history of the transactions, for making provisions for 
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) Staff retirement benefits

  The Company has post retirement benefit obligations, which are determined through actuarial valuations as 
carried out by independent actuary using various assumptions as disclosed in note 20.8 of these financial 
statements.

 (c) Deferred tax asset 

  Deferred tax asset for carry forward losses at the balance sheet date has been accounted for based on the 
projected financial statements of the Company. However on a prudent basis deferred tax asset relating to 
turnover tax as mentioned in note 30.1 has not been accounted for as the turnover tax can be carried forward 
upto five years only.

 There have been no critical judgements made by the Company’s management in applying the accounting policies 
that would have significant effect on the amounts recognised in the financial statements.

 Note 2012 2011
 Rupees ’000 
 
3. PROPERTY, PLANT AND EQUIPMENT      

 Operating assets 3.1  1,755,202  1,692,262 
 Capital work-in-progress 3.4  24,255   95,993
    1,779,457   1,788,255
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3.1 Operating assets

  Leasehold  Buildings Plant and Furniture Vehicles Electrical Office and Total
  Land on machinery and fittings  Installations   other 
  (Revalued -  leasehold     equipments
  note 3.2)   land 

  (Revalued - 
   note 3.2)         
     Rupees ‘000     

 Year ended
     March 31, 2012         

 Opening net book value  890,500   478,441   216,441   4,757   78,135   7,069  16,919   1,692,262 
 Additions  -    108,016   28,949   81   29,327  11,824   9,870  188,067 
 Disposals - at NBV  -     (4,244)  (401)  -     (8,394)  -    *  -   (13,039)
 Depreciation / amortisation         
     charge for the year  (13,536) (19,474)  (50,302)  (936) (14,548) (4,474)  (8,818) (112,088)
 Closing net book value 876,964   562,739   194,687   3,902   84,520   14,419   17,971   1,755,202 
 
 At March 31, 2012         

Cost or revaluation  890,500   582,154  546,921   12,735   150,934   77,310  97,116   2,357,670 
 Accumulated depreciation /       
    amortisation  (13,536)  (19,415)  (352,234)  (8,833)  (66,414) (62,891) (79,145) (602,468)
 Net book value  876,964   562,739   194,687   3,902   84,520   14,419   17,971  1,755,202 
 
 Year ended        
    March 31, 2011        
 
 Opening net book value  237,063   295,027   247,690   5,170   77,567   11,070  19,814   893,401 
 Revaluation  657,911   197,939   -     -     -     -     -     855,850 
 Additions  -     2,416   16,009   532  51,062   1,494  6,119  77,632 
 Disposals - at NBV  -     (7,577)  (25)  (27) (30,765) (28) (11)  (38,433)
 Depreciation / amortisation         
    charge for the year (4,474)  (9,364)  (47,233)  (918) (19,729) (5,467) (9,003)  (96,188)
 Closing net book value  890,500   478,441  216,441   4,757   78,135   7,069  16,919   1,692,262 
 
 At March 31, 2011       
 
 Cost or revaluation  890,500   478,441  521,703   12,654   140,537   65,486   99,858   2,209,179 
 Accumulated depreciation /       
    amortisation  -     -     (305,262)  (7,897)  (62,402) (58,417) (82,939)  (516,917)
 Net book value  890,500  478,441   216,441   4,757   78,135  7,069   16,919   1,692,262 
 

 *  Assets disposed off having nil net book value

3.2 The Company’s land measuring 10.61 and 6 acres located at Plot Nos. D-2 and D-136, S.I.T.E, Karachi respectively 
and buildings thereon were revalued resulting in surplus of Rs. 855.85 million. The revaluation was carried out by 
an independent valuer - M/s Iqbal A. Nanjee & Co. (Pvt) Limited on March 31, 2011 on the basis of present market 
values for similar sized plots in the near vicinity for land and replacement values of similar type of buildings based 
on present cost of construction.

 Had there been no revaluation, the net book values of land and buildings on leasehold land as at March 31, 2012 
would have been Rs. 228.11  million (2011: Rs. 232.59 million) and Rs. 376.44 million (2011: Rs. 280.50 million) 
respectively.
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3.3 Details of operating assets sold

 The details of operating assets sold, having net book value in excess of Rs. 50,000 each are as follows:

 Description Cost Accumulated Book       Sale               Mode of   Particulars of purchaser
   depreciation value      proceeds              disposal
  Rupees ‘000
 
 Motor Vehicle 1,414 301 1,113 1,171 Company Policy Mr. Fareedullah Khan - Ex Executive
 “ 1,319 921 398 731 “ Mr. Fasihul Karim  
          - Ex Non Executive Director
 “ 827 139 688 711 “ Mr. Arif Murtaza - Ex Employee
 “ 893 450 443 676 “ Mr. Muhammad Ahmed 
          - Ex Employee
 “ 969 800 169 546 “ Mr. Fahim Aijaz Sabzwari - Executive 
 “ 620 511 109 335 “ Mr. Rizwan A. Soomro - Employee
 “ 620 518 102 335 “ Mr. Jamal Qamar - Employee
 “ 620 510 110 334 “ Mr. Khanzada Sahban A. Khan 
          - Employee
 “ 879 691 188 288 “ Mr. Zafar Iqbal - Executive
 “ 469 392 77 184 “ Mr. Samad Siraj - Executive
 “ 434 362 72 140 “ Mr. Shaikh Abdul Qadir - Executive
 “ 91 5 86 92 “ Mr. Atif Musheer - Ex Employee
 “ 882 20 862 786 Insurance Claim EFU General Insurance Limited  
          Central Division Karachi
 “ 682 46 636 682 “ “
 “ 90 6 84 93 “ “
 “ 90 6 84 92 “ “
 “ 90 12 78 92 “ “
 “ 90 6 84 91 “ “
 “ 90 8 82 89 “ “
 “ 85 19 66 75 “ “
 “ 83 22 61 73 “ “
 “ 70 14 56 66 “ “
 “ 66 5 61 65 “ “
 “ 65 6 59 65 “ “
 “ 66 6 60 65 “ “
 “ 66 6 60 65 “ “
 “ 63 9 54 60 “ “
 “ 63 9 54 59 “ “
 “ 63 12 51 58 “ “ 
 “ 1,626 218 1,408 1,823 Quotation TCS Logistics (Pvt) Ltd. 101-104,  
          Civil Aciation Club Road Near Haji  
          Terminal, Karachi
 “ 367 299 68 331 Auction Mr. Banaras Khan KESC – 2412,  
          Gulshan Gazi Saeedabad , Baldia  
          Town, Block-A, Karachi
 “ 80 21 59 64 “ Mr. Iqbal Bizenjo House#338, Near  
          Mohd. Village Old Golimar,  
          Mangopir Road, Karachi
 “ 63 12 51 52 “ Mr. Muhammad Adil – E-6, Hasan  
          Center Block-16, Gulshan-e-Iqbal,  
          Karachi
 Plant and Machinery 255 183 72 61 “ Mr. Ajmal Khan – H-No. 920, Adamji  

         Colony Landhi, Malir, Karachi
 “ 164 98 66 57 “ Mr. Naeem H-No. B-393, Ashraf  
          Nagar, Chandni Chowk,   
          Nazimabad, Karachi
 “ 213 144 69 23 “ Mr. Abdul Qadir, Noor Apartment,  
          Flat:11, Gulam Hassan Qasim  
          Road, Garden, Karachi 
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3.4 This includes costs incurred in respect of plant and machinery for assembly facility at Assembly Operations Plant 
amounting to Rs. 21.61 million (2011: Rs. 8.33 million). Prior year balance includes Rs. 73.88 million in respect of 
expansion project of Body Operations Plant capitalised during the current year. 

   2012 2011
  Rupees ’000
4. INTANGIBLE ASSETS - Computer Softwares    

 Opening balance
    Cost   20,942  18,814 
    Accumulated amortisation  (18,904) (16,126)
    Net book value  2,038   2,688 
 
 Year ended March 31, 2012    

   Opening net book value   2,038  2,688 
    Additions   188  2,128 
    Amortisation   (1,137) (2,778)
    Closing net book value   1,089   2,038 
 
 Closing balance    

   Cost   21,130   20,942 
    Accumulated amortisation   (20,041) (18,904)
    Net book value  1,089  2,038

   
5. LONG-TERM INVESTMENTS

 Available for sale    

 Arabian Sea Country Club Limited - note 5.1   5,000  5,000 
 Provision for impairment  (2,705) (5,000)
    2,295  -    

Automotive Testing & Training Centre 
    (Private) Limited - note 5.2   500  500
 Provision for impairment   (404) (500)
   96  - 

   2,391  -

5.1 This represents cost of 500,000 (2011: 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 50,000 (2011: 50,000) fully paid-up unquoted ordinary shares of Rs. 10 each. Company 
holds 2.77% of the shares of the investee Company. The fair value of these shares is indeterminable.

5.3 The provision for impairment reversed during the year is based on the break-up value computed through latest 
audited financial statements of investee companies.    
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  2012 2011
 Rupees ’000

6. LONG-TERM LOANS AND  
    ADVANCES – considered good   

 Loans and advances to:   
    - executives   8,654   3,675 
    
    - other employees   6,764   4,818 
    15,418  8,493 
 
 Less: Recoverable within one year - note 10  (5,018) (4,585)
    10,400  3,908 

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 twelve years. The motor vehicle loans are secured by joint 
registration of the vehicle in the name of the Company and employee. The loan for purchase / construction of house 
is secured against employees’ retirement fund balances.

 Advances to employees are in respect of house rent assistance and these are repayable upto a period of five years. 
These are secured against employees’ retirement fund balances.

   2012 2011
 Rupees ’000
6.2 Reconciliation of carrying amount of loans and    

   advances to executives:    

 Opening balances   3,675  8,182  
Add: Disbursements   8,699  4,833  
   12,374  13,015  
Less: Repayments   (3,720) (9,340) 
Closing balances   8,654   3,675  

7. STORES, SPARES AND LOOSE TOOLS

 Stores   6,953  6,237  
Spares  9,825   11,001  
Loose tools   8,531  8,176  
   25,309  25,414  
Less: Provision for obsolescence   (6,115)  (5,620) 
   19,194   19,794
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   2012 2011
 Rupees ’000
8. STOCK-IN-TRADE    

 Raw Materials and components - note 8.1    
   [including in transit Rs. 407 million     
   (2011: Rs. 273 million)]   1,409,434   859,066 

 Less: Provision for obsolescence   (43,945) (54,280)
   1,365,489  804,786 
 
 Work-in-process  164,669   280,809 
 
 Finished goods - note 8.1    

   [including in transit Rs. 9 million (2011: Nil)]   776,852  436,537 
 Less: Provision for obsolescence  (21,930) (15,067)
   754,922  421,470 
 Trading stock - Spare parts    

   [including in transit Rs. 3 million     
   (2011: Rs. 15 million)]  166,608   223,106 

 Less: Provision for obsolescence  (41,006) (52,646)
   125,602   170,460 
    2,410,682   1,677,525 

8.1 Raw materials and finished goods include stocks held with suppliers and Company’s authorised dealers amounting 
to Rs. 22.61 million (2011: Rs. 15.20 million) and Rs. 27.22 million (2011: Rs. 26.58 million) respectively. 

8.2 The above balances include items costing Rs. 436.97 million (2011: Rs. 387.04 million) valued at net realisable 
value of Rs. 336.82 million  (2011: Rs. 300.65 million).

   2012 2011
 Rupees ’000
9. TRADE DEBTS       
 
 Considered good - unsecured    

   Related parties:    
      Indus Motor Company Limited  12,665   36,134 

       Orix Leasing Pakistan Limited  7,700  15,150 
    Others - note 9.1  1,802,727  431,286 

  1,823,092 482,570 
 
 Considered doubtful    

Others   58,977  62,108 
   1,882,069  544,678 
 Less: Provision for doubtful debts - note 9.2   (58,977) (62,108)
   1,823,092  482,570

 As of March 31, 2012, trade debts of Rs. 772 million (2011: Rs. 140 million) were past due and the age analysis of 
these trade debts is as follows:        
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   2012 2011
 Rupees ’000

 Up to 3 months  615,036  25,729
 3 to 6 months   67,720  9,508 
 6 to 12 months   46,339  9,910
 More than one year  42,940  95,078 

  772,035  140,225 

9.1 This includes amount receivable from government institutions amounting to Rs. 1.71 billion (2011: Rs. 0.27 billion). 
       

   2012 2011
 Rupees ’000

9.2 Balance at the beginning of the year   (62,108)  (73,672) 
(Charge) / Reversal during the year - note 26  (15,242) 6,697  
Write offs against provision   18,373  4,867  
Balance at the end of the year  (58,977) (62,108) 

10. LOANS AND ADVANCES     

 Considered good    
Current maturity of long term loans and advances to:  

    - executives   3,156  2,423 
    - other employees   1,862  2,162  

   5,018  4,585  
Advances to:     

    - other employees  863   9,533  
   - suppliers   31,858  69,264  
   32,721  78,797  
   37,739   83,382 

11. TRADE DEPOSITS AND PREPAYMENTS    

 Trade deposits     39,314  38,624  
Provision for doubtful deposits - note 11.1  (10,605)  (14,496) 
   28,709  24,128

 Prepayments    5,971   3,125 
   34,680  27,253

   
11.1 Balance at the beginning of the year  (14,496)  (15,239)
 Reversed during the year - note 26   3,058  743 
 Write offs against provision  833   -   
 Balance at the end of the year   (10,605) (14,496)
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   2012 2011
 Rupees ’000
12. REFUNDS DUE FROM THE GOVERNMENT    

 Sales tax refundable - net of recoveries    
   under bank guarantees - note 12.1, 12.2 & 24.1  189,676 227,911 

 Custom duty and excise duty refundable   7,962  2,807 
   197,638   230,718 
 Less: Provision for doubtful refundables - note 12.3  (25,239) (5,239)
   172,399 225,479 
 Sales tax payable   (84,506)  -   
    87,893  225,479

12.1 This includes sales tax refundable of Rs. 31.10 million and Rs. 116.42 million outstanding for two to three years and 
more than three years respectively.

12.2 This includes sales tax refundable of Rs. 187.15 million net of by provisional refunds of Rs. 519.05 million received 
against bank guarantees and undertakings the recovery of which is dependent upon the fulfilment of the requirements 
of standing order no. 1 of 2010 issued by the Federal Board of Revenue and verification of related sales tax records. 
The Company is in the process of complying with the regulatory requirements.

   2012 2011
 Rupees ’000

12.3 Balance at the beginning of the year   (5,239) (5,239)
 Charge during the year   (20,000) -   
 Balance at the end of the year   (25,239) (5,239)

13. OTHER RECEIVABLES

 Receivable from related parties - considered good    
   Toyota Tsusho Corporation, Japan   28,183   -   

    Hino Motors Limited, Japan  2,633  -   
    Employees’ Provident Fund   187  10,973 
    Gratuity Fund - Permanent Staff - note 20.1   -     25 
 
 Others - considered good    

   Insurance claim receivable  156   17,536 
    Others   680   342 
   31,839   28,876

14. TAXATION - PAYMENTS LESS PROVISION

 During the year, Additional Commissioner Inland Revenue [ACIR] amended the assessment orders for tax years 
2008, 2009 and 2010 and disallowed certain expenses claimed by the Company in the income tax returns raising tax 
demands of Rs 173.37 million. These tax demands were subsequently amended and rectified to Rs. 73.85 million 
by the department through rectification orders for respective years on account of tax credits for taxes already paid 
by the Company. Decision against appeal filed by the Company with the Commissioner Inland Revenue (Appeals) 
against the tax orders was either given in favour of the Company or set aside. However, Appellant Commissioner 
has filed appeal against the decision of the Commissioner Inland Revenue (Appeals) before the Appellate Tribunal 
Inland Revenue (ATIR) and the outcome is pending. The management is confident that the ultimate decision of ATIR 
will be in favour of the Company.    
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   2012 2011
 Rupees ’000
15. CASH AND BANK BALANCES         

 Balances with banks: 
    - on current accounts  28,013 2,445 
    - on savings accounts  24,738  60,771 
 Cheques in hand  71,641 -   
 Cash in hand  134 200 
   124,526  63,416 

15.1 At March 31, 2012, the rates of mark-up on savings accounts range from 5% to 6% per annum (2011: 5% to 9.5% 
per annum).

   2012 2011
 Rupees ’000

16. SHARE CAPITAL          

16.1 Authorised share capital
 
 20,000,000 ordinary shares of Rs. 10 each   200,000   200,000 

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

  6,200,280  shares issued for consideration paid in cash  62,003  62,003 
  4,133,520  shares issued for consideration other
  than cash - fixed assets   41,335  41,335 
  2,066,760  shares issued as bonus shares   20,668  20,668
 12,400,560     124,006  124,006 

16.3 At March 31, 2012 and March 31, 2011 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.

   
   2012 2011
 Rupees ’000
17. RESERVES           

 Revenue  
    - General reserves  291,000  291,000 
    - Unappropriated profit  1,112,954   1,064,480 
    - Fair value reserve - note 17.1   1,554  -
    1,405,508  1,355,480 

17.1 This represents gain on available for sale investments as follows:      
        

 Gain on available for sale investments  2,391  -
 Deferred tax thereon  (837)  -   
   1,554  -
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   2012 2011
 Rupees ’000

18. SURPLUS ON REVALUATION OF FIXED ASSETS    

 Opening balance   1,049,014   271,796
 Realisation on disposal of fixed asset   
    during the year - net of deferred tax   (2,255) (3,707)
 Transferred to unappropriated profit on account    
    of incremental depreciation for the   
    year - net of deferred tax   (20,509) (5,647)
 Surplus arising on revaluation during   
    the year - net of deferred tax   -    786,572
 Closing balance   1,026,250  1,049,014  

19. DEFERRED TAXATION    

 Credit balances arising in respect of:   
    - accelerated tax depreciation allowances  90,946   76,417 
    - surplus arising on revaluation of fixed assets   86,150   91,239 
    - gain on revaluation of available for sale investments   837  -  
    - unrealised exchange gain   13,165  1,829  

   191,098  169,485  
Debit balances arising in respect of:   

    - provision for stores and stocks obsolescence   (38,253)  (43,340)
    - provision for doubtful trade debts, deposits and other receivables   (32,133) (27,828)
    - provision for warranty   (43,081)  (29,054)
    - recoupable carried forward tax losses - note 2.23 (c)   (8,241) (21,891)
   (121,708)  (122,113) 

   69,390   47,372
   
20. STAFF RETIREMENT BENEFITS    

 Gratuity Fund - Permanent Staff   1,545  -   
 Pension Fund - Permanent Staff   299  16,200 
 Unfunded Gratuity - Contractual Staff   65,391  56,905 
    67,235   73,105
  
   
  
   2012   2011 
   Funded  Unfunded  Funded
  Gratuity Pension Gratuity Gratuity  Pension
  Fund Fund (Note 20.12) Fund  Fund 

   Rupees ‘000  

20.1 Movement in asset / (liability)      
 Opening balance 25   (16,200)  (56,905)  (3,655)  (6,860) 

Charge for the year  (7,993) (10,508) (14,206) (21,396)   (30,765) 
Payments during the year  6,423   26,409   5,720   25,076    21,425  
Closing balance  (1,545)  (299)  (65,391)  25    (16,200)
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  2012    2011 
  Funded  Unfunded  Funded
  Gratuity Pension Gratuity Gratuity  Pension
  Fund Fund (Note 20.12) Fund  Fund 

   Rupees ‘000  
 
20.2 Balance sheet reconciliation as at       

   March 31, 2012      
Fair value of plan assets  63,026   86,222   -     51,185  59,132

 Present value of obligations  (75,555)  (118,976)  (64,673) (62,350) (87,633)
 Deficit (12,529)  (32,754)  (64,673)  (11,165) (28,501)
 Unrecognised actuarial loss / (gain)  10,984   30,823  (1,175)  11,190   10,343
 Transitional liability not yet recognised  -     -     457  - -
 Past service cost - non vested  -     1,632  -     -     1,958
  (1,545)  (299)  (65,391)  25  (16,200) 

20.3 Charge for the year      
Current service cost  6,260   5,993   6,055   5,562  5,485

 Interest cost  8,542  12,269   7,694   11,696  11,985
 Expected return on plan assets  (7,429)  (8,278)  -    (9,567) (10,998)
 Actuarial loss recognised 
    during the year  620   198   -     903   297
 Curtailment gain  -     -     -     (47,892)  (35,477)
 Settlement loss  -     -     -     52,099   52,440
 Recognised transitional liability  -     -     457   -     -   
 Actuarial loss recognised  -     -     -     8,595  6,707 
 Past service cost - vested  -     326   -     -    326 
  7,993   10,508   14,206   21,396   30,765  

20.4 Movement in the present value of      
   obligation     

 Opening balance  62,350   87,633   57,819   98,321  105,088
 Current service cost  6,260   5,993   6,055   5,562   5,485
 Interest cost  8,542   12,269   7,694  11,696  11,985
 Curtailment gain  -     -     -     (47,892) (35,477)
 Settlement loss  -     -     -     52,099   52,440
 Actuarial loss / (gain)  1,069  18,765   (1,175)  1,226   7,377
 Benefits paid   (2,666)  (5,684)  (5,720)  (58,662)  (59,265)
 Closing balance  75,555   118,976   64,673   62,350   87,633  

20.5 Movement in fair value of plan assets      
Opening balance  51,185   59,132   -     76,711   82,761  
Expected return on plan assets   7,429   8,278   -     9,567   10,998  
Actuarial (loss) / gain  655   (1,913)  -     (1,507)  3,213  
Employer contributions   6,423   26,409   -     25,076   21,425  
Benefits paid   (2,666)  (5,684)  -     (58,662) (59,265) 
Closing balance  63,026   86,222   -     51,185   59,132

20.6 Actual return on plan assets 8,084   6,365   -     8,060  14,211

81Annual Report 2012 | Leading the Market



Notes to and Forming Part of 
the Financial Statements
For the year ended March 31, 2012

82 Hinopak Motors Limited

   2012   2011 
  Funded  Unfunded  Funded
  Gratuity Pension Gratuity Gratuity  Pension
  Fund Fund (Note 20.12) Fund  Fund 

     

20.7 Plan assets comprise of:      

 Equity (%)   5   2   -     8   4  
Debt (%)   75   56   -     80  83

 Others (%)  20   42   -     12   13  
  100  100   -     100  100  

20.8 Key actuarial assumptions used:       

 Expected rate of return on investments (%)   12.0   12.0   -     14.0  14.0 
 Expected rate of increase in salaries (%)   11.5   11.5   12.5   13.0   13.0 
 Discount factor used (%)   12.5   12.5   12.5   14.0  14.0
 Retirement age (years)  60   60   60   60   60 

20.9 Comparison for five years:      
 March 31, March 31, March 31, March 31,   December 31,

  2012 2011 2010 2009 2007
    Rupees ‘000  
 Gratuity fund      

   Fair value of plan assets   63,026   51,185   76,711   73,784   69,337  
   Present value of defined benefit obligation   (75,555)  (62,350)  (98,321)  (83,592) (68,920) 
   (Deficit) / surplus  (12,529)  (11,165) (21,610)  (9,808)  417  

 Experience adjustment      
   Actuarial loss on obligation  1,069   1,226   1,227   9,350  4,476  
   Actuarial (gain) / loss on plan assets (655)  1,507   2,542   5,828  (261) 

 Pension fund      
   Fair value of plan assets   86,222   59,132   82,761   65,290  70,040  
   Present value of defined benefit obligation   (118,976) (87,633)  (105,088)  (94,797)  (78,546) 
   (Deficit) / surplus  (32,754)  (28,501)  (22,327)  (29,507)  (8,506) 

 Experience adjustment      
   Actuarial loss / (gain) on obligation  18,765   7,377  (7,752)  2,216  3,810  
   Actuarial loss / (gain) on plan assets  1,913  (3,213)  (3,370)  (18,911) (319)

20.10 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.

20.11 Based on actuary’s advice, the amount of expected contribution to gratuity and pension funds in 2012-13 will be  Rs. 
7.57 million and Rs. 13.16 million respectively.

20.12 The balance represents gratuity payable to contractual staff for which year ended March 31, 2012 is the first year for 
actuarial valuation.
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   2012 2011
 Rupees ’000

21. TRADE AND OTHER PAYABLES    

 Creditors   134,597   58,194  
Bills payable to    

    - Toyota Tsusho Corporation, Japan   
       - associated company   1,405,931  532,275 
    - Hino Motors Limited, Japan   5,778   -  
 Accrued liabilities   245,886   265,501
 Provision for warranty services - note 21.1   127,258   85,579
 Advances from customers   448,563   357,382
 Provision for compensated absences - note 21.2   37,013   24,977 
 Custom duties payable - note 21.3  157,969  157,969 
 Payable to Hino Motors, Ltd. Japan - holding company   
    - royalty   44,721  12,558
    - other   9,592  -
 Security deposits from dealers   32,000  32,000 
 Provision for infrastructure cess   23,249  23,249
 Employees related obligation - note 21.4   22,357  19,895 
 Tax deducted at source and payable to   
    statutory authorities   6,860  12,736 
 Payable under Voluntary Severance   
    Scheme - note 26.2   -     3,722 
 Workers’ profits participation fund  - note 21.5   8,835  2,173 
 Workers’ welfare fund   -     810 
 Excise duty payable   4,472  1,272 
 Unclaimed dividend   1,965  1,971
 Contractors retention money   1,257  1,261 
 Others   3,586  4,370  

  2,721,889 1,597,894 

21.1 Provision for warranty services    

 Balance at the beginning of the year   85,579  99,714  
Recognised during the year - note 26   100,907   55,808  
Expenses against provision  (59,228) (69,943) 
Balance at the end of the year   127,258  85,579

21.2 Provision for compensated absences

 Balance at the beginning of the year   24,977   29,550 
 Recognised during the year   21,994  5,818 
 Reversals / payments made   (9,958) (10,391)
 Balance at the end of the year  37,013  24,977
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21.3 These represent demands raised by Collector of customs in respect of custom duty payable on CKD kits imported 
in 1993 and  between 1998 to 2006. The same have been appealed against at appropriate levels and reply from 
authorities is awaited.

21.4 These include contributions made by employees towards the sale price of vehicles provided to them by the 
Company in accordance with the Company’s vehicle policy.

   2012 2011
 Rupees ’000

21.5 Workers’ Profits Participation Fund    

 Opening liability   2,173   -   
 Allocation for the year  8,835  2,173 
   11,008  2,173 
 Interest on funds utilised in the Company’s business  60   -   
    11,068  2,173 
 Amount paid to the Fund  (2,233)  -   
 Closing liability  8,835 2,173 
         
22. SHORT-TERM BORROWINGS    

 Short-term loans - note 22.1  950,000 100,000 
 Running finance - note 22.2  288,331 196,310 
   1,238,331  296,310 
         
 The facilities for short term borrowings under mark-up arrangements with various banks amounted to Rs. 3.73 

billion (2011: Rs. 2.55 billion) of which the amount remaining unutilised at the year end was Rs. 2.49 billion                      
(2011: Rs. 2.26 billion). 

 The facilities for opening the letters of credit and guarantees as at March 31, 2012 amounted to Rs. 6.77 
billion (2011: Rs. 7.55 billion) of which the amount remaining unutilised at the year end was Rs. 4.07 billion                                           
(2011: Rs. 5.40 billion).

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

22.1 The short term loans have been obtained from various banks and carry mark-up at rates ranging from 12.33% per 
annum to 12.46% per annum (2011: 13.50% per annum). The loans are repayable by April 25, 2012.

22.2 The rates of mark-up applicable on running finance are based on KIBOR and range from 12.67% per annum to 
15.53% per annum (2011: 13.28% per annum to 15.46% per annum).
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   2012 2011
 Rupees ’000

23. ACCRUED MARK-UP         
          
 Short-term loans  25,641  370  

Running finance   15,648  9,393
    41,289   9,763 
24. CONTINGENCY AND COMMITMENTS

24.1 As at March 31, 2012 the Company has received provisional refunds of Rs. 519.05 million (2011: Rs. 519.05 
million) from the sales tax authorities against bank guarantees.

24.2 Commitments for capital expenditures as at March 31, 2012 amounted to Rs. 2.07 million (2011: Rs. 71.50 
million).      

   2012 2011
 Rupees ’000
25. SALES        
          
 Manufactured goods    

Gross sales - note 25.1    
   Local  9,943,144 9,047,015  
   Export  131,930 219,995  
  10,075,074  9,267,010  

 Less: Commission   77,912  108,338  
          Sales tax and excise duty  1,349,088  80,434  
          Sale returns   56,035  7,692 

   8,592,039  9,070,546  
Trading goods    
Gross sales       235,724 287,311  
Less: Discounts   31,425  39,049  
          Sales tax   28,352  35,374  
          Sale returns  989  1,612  
   174,958   211,276  
  8,766,997  9,281,822  

25.1 Sales of chassis and bodies amounted to Rs. 7.51 billion and Rs. 0.87 billion (2011: Rs. 8.31 billion and Rs. 0.59 
billion) respectively.         

          
25.2 Sales to Government institutions of Rs. 3.23 billion (2011: Rs. 1.60 billion) account for over 36 percent (2011: 17 

percent) of the net sales.
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26. OPERATING COST       
       

  COST OF  DISTRIBUTION ADMINISTRATION TOTAL 
 SALES EXPENSES EXPENSES  
 

  2012 2011 2012 2011 2012 2011 2012 2011
  Rupees ‘000    

      

 Raw materials consumed 7,230,150 7,693,606   -     -     -     -    7,230,150  7,693,606 
 Stores and spares consumed 1,258   8,165   -     -    400   255   1,658   8,420 
 Staff costs - note 26.1 & 26.2  398,003  463,044   104,820   125,352   79,042   77,130  581,865   665,526 
 Staff training  3,719   2,363   515   551   809   404   5,043   3,318 
 Depreciation and amortisation  93,107   77,522   8,573   10,607   11,545   10,837   113,225   98,966 
 Fixed assets charged off    3,569   1,165   488   356   285   814   4,342   2,335 
 Rent, rates and taxes   10,033   5,251   2,710   1,263   2,396   -    15,139   6,514 
 Insurance  4,436  793   722   361   4,010   3,339   9,168   4,493 
 Vehicle running and  

   maintenance expenses  12,682   12,189   13,660   13,051   10,722   6,915   37,064   32,155 
 Fuel and power   43,935   35,682   2,018   1,942   9,170   7,235   55,123   44,859 
 Travelling and entertainment    8,172   4,917   7,411   12,183   5,596   5,049   21,179   22,149 
 Repairs and maintenance   19,752   13,951   1,418   1,572   9,099   6,576   30,269   22,099 
 Printing, stationery and  

   office supplies   2,359   2,293   2,885   3,465   2,176   2,041   7,420   7,799 
 Communication 1,276   1,282   2,982   2,903   3,567   1,571   7,825   5,756 
 Technical assistance  10,760   -     -     -     -    -  10,760  -   
 Royalty   78,085  56,814   -     -     -     -    78,085  56,814 
 Research and development   84   912   -     -     -     -     84   912 
 Legal and professional charges   -     -     -     -     11,733   8,668   11,733   8,668 
 Auditors’ remuneration - note 26.3  -     -     -     -     2,498   2,236   2,498   2,236 
 Security and maintenance   -    -     -     -     35,312   33,169   35,312   33,169 
 Outward freight and handling  -     -     6,927   2,334   -     -     6,927   2,334 
 Advertising and sales promotion   -     -     16,523   26,428   -     -     16,523   26,428 
 Product maintenance charges  -     -     20,948   25,100   -     -     20,948   25,100 
 Warranty services - note 21.1  -     -     100,907   55,808   -     -     100,907   55,808 
 Provision / (Reversal) for  

     doubtful trade debts - note 9.2  -     -     15,242   (6,697)  -     -     15,242   (6,697)
 Other receivable written off  -     -     -     -     997   -     997   -   
 Reversal of provision for doubtful  

  deposits - note 11.1  -     -     (3,058)  (743)  -     -    (3,058)  (743)
 Provision for doubtful sales tax 

      refundable - note 12.3  -     -     20,000   -     -     -     20,000   -   
 Other expenses         3,854  3,499   2,521   3,483   2,656   2,064   9,031   9,046 
  7,925,234 8,383,448   328,212   279,319  192,013   168,303  8,445,459  8,831,070 
 Opening stock of work in process    280,809   19,992        

 8,206,043  8,403,440        
  

 Closing stock of work in process   (164,669)  (280,809)       
Cost of goods manufactured   8,041,374  8,122,631        
Opening stock of finished goods  421,470   649,735        
Closing stock of finished goods    (754,922)  (421,470)       
 7,707,922  8,350,896        
Trading goods         
Opening stock   170,460   135,466        
Purchases   106,139   228,628        
  276,599   364,094        
Closing stock   (125,602)  (170,460)       
  150,997   193,634   

  7,858,919 8,544,530 
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26.1 Staff costs  

  COST OF  DISTRIBUTION ADMINISTRATION TOTAL 
 SALES EXPENSES EXPENSES  
 

  2012 2011 2012 2011 2012 2011 2012 2011
  Rupees ‘000    

    

 Salaries, wages, allowances  
   and staff welfare 371,224   392,759   97,129   113,772   73,201   69,076   541,554   575,607  

 Charge for defined  
   benefit plans  22,257   64,949   5,858   9,599   4,592   6,875   32,707   81,423  

 Charge for defined  
   contribution plan  4,522   5,336   1,833   1,981   1,249   1,179   7,604   8,496  
  398,003   463,044  104,820   125,352   79,042   77,130   581,865   665,526

26.2 Voluntary severance scheme         

 Last year certain employees of the Company have availed the Company’s Voluntary Severance Scheme (VSS). 
VSS was a programme initiated by the Company to achieve rationalisation and corporate restructuring. The cost 
incurred amounted to Rs. 63.63 million, 21.64 million and Rs. 4.30 million allocated to cost of sales, distribution 
expenses and administration expenses respectively.       
  

   2012 2011
 Rupees ’000
         

26.3 Auditors’ Remuneration    

 Audit fee    1,250  1,100  

 Fee for limited review of half yearly financial    
   statements and other certifications  925  830  

 Out of pocket expenses   323  306 
    2,498   2,236 

27. OTHER OPERATING INCOME    

 Income from financial assets     
   Return on savings accounts  1,211  2,055  

 Income from non-financial assets     
   Gain on disposal of operating fixed assets  1,140  3,148 

    Realisation of surplus on disposal of fixed assets   -    3,707  

 Others    

 Scrap sales - stores, spares and loose tools  31,839   27,188  
Commission from an associated company  71,714  13,918  
Discounting of assets / liabilities to     
   amortised cost - net  2,852  4,548  
Liabilities no longer required written back  766  448  
Others  4,460  1,498

    113,982  56,510  
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   2012 2011
 Rupees ’000

28. OTHER OPERATING EXPENSES    

 Donations and charities - note 28.1  1,023  838 
 Workers’ Profits Participation Fund - note 21.5  8,835  2,173
 Workers’ Welfare Fund  - 810 
   9,858  3,821 

28.1 None of the directors or their spouses had any interest in the donees.   

29. FINANCE COST    

 Mark-up on short-term borrowings   171,724  116,447  
Exchange loss - net  133,774  177,845  
Bank charges   12,983  7,582 

 Interest on Workers’ Profits Participation Fund  60  -   
   318,541   301,874

30. TAXATION    

 Current - for the year - note 30.1  99,314  98,050 
              - for prior years  27,231  (18,257) 

Deferred    21,181  (9,168)
   147,726  70,625 

30.1 Current year charge mainly represents minmum tax at the rate of 1% (2011: 1%) of the turnover, in accordance with 
section 113 of the Income Tax Ordinance, 2001.   

   
   2012 2011
 Rupees ’000
30.2 Relationship between tax expense and  

  accounting profit    
    
Profit before taxation  173,436 40,485  
 

 Tax calculated at the rate of 35% (2011: 35%)  60,703 14,170 
 Effect of final tax regime  (13,337) 2,631 
 Tax effect of recoupable carried forward losses   -    (24,440)
 Effect of applicability of minimum tax  73,129   96,521 
 Charge / (Reversal) of prior years’ tax provision   27,231  (18,257)
 Tax charge for the year   147,726  70,625 
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   2012 2011
 Rupees ’000

31. EARNINGS / (LOSS) PER SHARE
 
 Profit / (loss) after taxation attributable to 
    ordinary shareholders  25,710 (30,140) 

Number of ordinary shares (in ‘000s) issued and    
   subscribed at the end of the year   12,401   12,401

 Earnings / (loss) per share  Rs. 2.07 Rs. (2.43) 

31.1 A diluted earnings per share has not been presented as the Company does not have any convertible instruments 
in issue as at March 31, 2012 and March 31, 2011 which would have any effect on the earnings / (loss) per share 
if the option to convert is exercised.

   2012 2011
 Rupees ’000

32. CASH GENERATED FROM OPERATIONS    
    
Profit before taxation  173,436 40,485

 Add / (less): Adjustments for non cash charges  
   and other items    
Depreciation and amortisation  113,225   98,966 

 Gain on disposal of operating fixed assets  (1,140) (3,148)
 Retirement benefits charge  32,707  81,423 
 Mark-up on short-term borrowings  171,724  116,447 
 Return on savings accounts  (1,211)  (2,055)
 Realisation of surplus on disposal of fixed assets  -    (3,707)
   315,305   287,926
 Profit before working capital changes  488,741  328,411 

    
EFFECT ON CASH FLOW DUE TO WORKING    
   CAPITAL CHANGES    

 Decrease / (Increase) in current assets    
Stores, spares and loose tools   600   6,546

 Stock-in-trade     (733,157) 1,271,605
 Trade debts       (1,340,522) 423,702 

Loans and advances   45,643  (16,709) 
Trade deposits and prepayments   (7,427) 9,210

 Refunds due from the government  137,586  180,809
 Other receivables  (2,988) (25,637)
   (1,900,265) 1,849,526
 Increase / (Decrease) in current liabilities    

Trade and other payables  1,124,001  (1,817,982) 
  (776,264) 31,544

   (287,523)  359,955
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   2012 2011
 Rupees ’000

33. CASH AND CASH EQUIVALENTS    

 Cash and bank balances - note 15  124,526  63,416 
 Short-term borrowings - note 22  (1,238,331)  (296,310)
   (1,113,805) (232,894)

34. REMUNERATION OF MANAGING DIRECTOR / CHIEF  
    EXECUTIVE, DIRECTORS AND EXECUTIVES   

 The amounts charged in these financial statements for remuneration of the Managing Director, Directors and 
Executives of the Company are as follows:

  MANAGING DIRECTOR /     
 CHIEF EXECUTIVE DIRECTORS EXECUTIVES

  2012 2011 2012 2011 2012 2011
  Rupees ‘000    

     
 

 Managerial  remuneration        
   and allowances  5,154  4,831   8,781   10,279   61,020   44,945 

 Bonus 1,470   1,711   2,493   3,591   14,287   12,351 
 Retirement benefits  -     -     -     9,177   8,416  15,353 
 Rent and utilities  2,432   2,316   4,113  4,909   20,393  15,622 
 Leave passage  369   351   624  740   2,989   2,353 
 Club expenses  -     -     -     20   385  276 
 Medical expenses  146  146   291   365   3,215  2,878 
   9,571   9,355  16,302   29,081   110,705   93,778 
 Number of persons 1 1 2 3 33 33

34.1 Consultancy fee of Rs. 4.58 million (2011: Rs. 3.95 million) paid to the Chairman and he is also provided with free 
use of Company maintained car.

34.2 The Managing Director, Executive Directors and certain executives of the Company are provided with free use of 
Company maintained cars in accordance with their terms of employment. 

34.3 Executive means an employee whose annual basic salary exceeds five hundred thousand as defined in the 
Companies Ordinance, 1984.

   2012 2011
   units
35. PLANT CAPACITY AND PRODUCTION    

 Plant capacity (single shift without overtime)    
-     Chassis   6,000   6,000 

 -     Bodies   1,800  1,800 
 Actual production   
 -     Chassis  2,222  2,103 
 -     Bodies  1,067  499
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35.1 Low chassis and bodies production during the year  was consequent to low market demand.  

36. RELATED PARTY DISCLOSURES
 
 Disclosure of transactions between the Company and related parties:     

      
 Relationship Nature of transaction 2012 2011
 Rupees ’000 
 
 i. Holding company - Purchase of goods 129,562  123,634 
   - Sale of goods  46,841  197,624 
   - Royalty charge  78,085   56,814 
   - Technical assistance fee 10,760   -   
 
 ii. Associated companies - Purchase of goods 5,374,813  4,512,957 
   - Purchase of services  189   350 
   - Sale of goods  633,451  616,729 
   - Purchase of property,  

            plant and equipment 24,941  21,090 
   - Commission earned 71,714   13,918 
 
 iii. Staff retirement funds - Payments to retirement  

             benefit plans 37,254   76,340 
    
36.1 Outstanding balances with related parties as at year end have been included in trade debts, other receivables and 

trade and other payables respectively. These are settled in ordinary course of business. 

36.2 Details of compensation to key management personnel comprising of Managing Director and Directors is disclosed 
in note 34 above. 

37. FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES      

 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 

 ON BALANCE SHEET FINANCIAL INSTRUMENTS       

 Financial assets       
 Available for sale        

Long term investments  -     -     -     -     2,391   2,391   2,391  
Loans and receivables       

 Loans and advances  -     -     -     5,018   10,400   15,418  15,418 
 Deposits  -     -    -   28,709   6,015  34,724  34,724

 Trade debts  -     -     -     1,823,092   -     1,823,092   1,823,092 
 Other receivables  -     -     -     31,839   -     31,839  31,839 
 Cash and bank balances 24,738   -     24,738   99,654   -     99,654   124,392
 2012  24,738   -     24,738   1,988,312  18,806   2,007,118   2,031,856
 2011  60,771   -     60,771   542,604   9,789   552,393   613,164 
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  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 liabilities        
At amortised cost        

 Trade and other payables  -     -     -     1,907,670   -     1,907,670  1,907,670 
 Short-term borrowings  1,238,331   -     1,238,331   -     -     -    1,238,331 
 Accrued mark-up  -     -     -     41,289   -     41,289   41,289
 2012  1,238,331   -     1,238,331   1,948,959   -     1,948,959  3,187,290
 2011  296,310   -     296,310   1,052,066   -     1,052,066  1,348,376  
 On balance sheet gap       
 2012  (1,213,593)  -    (1,213,593)  39,353   18,806   58,159  (1,155,434) 

2011  (235,539)  -     (235,539) (509,462)  9,789   (499,673)  (735,212) 
 
 OFF BALANCE SHEET FINANCIAL INSTRUMENTS       

 Commitments for capital         
   expenditure       2,065 

 Letters of credit        1,602,587   
 Letters of guarantee        1,095,793
 2012        2,700,445
 2011        7,621,500
 

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

(i) Interest / Mark-up rate risk

 The Company’s interest rate / mark-up risk arises from borrowings as the Company has no significant interest-
bearing assets. Borrowings issued at variable rates expose the Company to cash flow interest rate risk.

 Interest / mark-up rate risk is the risk that the value of a financial instrument will fluctuate due to changes in the market 
interest / mark-up rates. As at March 31, 2012 the Company’s interest bearing financial liabilities of Rs.1,238.33 
million represent the short-term borrowings at floating rate to manage the working capital requirements of the 
Company. These borrowings are repriced at a maximum period of three months. Hence the management believes 
that the Company is not materially exposed to interest rate changes. The effective mark-up rates for financial assets 
and liabilities are mentioned in respective notes to the financial statements.

 For the above mentioned interest bearing financial liabilities, had the interest rates varied by 150 basis points with 
all the other variables held constant, profit before tax for the year would have been approximately lower / higher by                                        
Rs. 18.57 million (2011: lower / higher by Rs. 5.93 million), mainly as a result of higher / lower interest expense on 
floating rate borrowings.

 The sensitivity of 150 basis points movement in the interest rates has been used as historically (five years) floating 
interest rates have moved by an average of 150 basis points per annum.

(ii) Credit risk

 Credit risk represents the accounting loss that would be recognised if counterparts failed to perform as contracted. 
The financial assets exposed to credit risk amount to Rs. 2,031.86 million (2011: Rs. 613.16 million). The Company 
believes that it is not materially exposed to credit risk as major part of these financial assets comprises of receivable 
from government agencies.  
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The bank balances represent low credit risk as they are placed with banks and other financial institutions having 
good credit ratings assigned by credit rating agencies.

 The Company attempts to control credit risk by monitoring credit exposure, limiting transactions with specific 
counterparties and continually assessing the creditworthiness of counterparties.

 The other financial assets are neither material to the financial statements nor exposed to any significant credit 
risk.

(iii) Liquidity risk

 Liquidity risk reflects the Company’s inability in raising funds to meet its commitments. The Company manages 
liquidity risk by maintaining sufficient cash and bank balances and the availability of financing through banking 
arrangements. Management monitors rolling forecast of the Company’s liquidity reserve which comprises undrawn 
borrowing facility and cash and cash equivalents on the basis of expected cash flow.

(iv) Foreign exchange risk

 Foreign exchange risk arises mainly when receivables and payables exist due to transactions based on currencies 
other than Pak Rupee. As at March 31, 2012 payable exposed to foreign exchange risk is of Rs. 1,466.02 million                                            
(2011: Rs. 544.83 million).

 As at March 31, 2012, if the Pak Rupee had weakened / strengthened by 17% against Japanese Yen with all other 
variables held constant, profit before tax for the year would have been lower / higher by Rs. 249.22 million (2011: Rs. 
87.17 million), mainly as a result of foreign exchange losses / gains on translation of Japanese Yen denominated 
financial assets and liabilities.

 The sensitivity of foreign exchange rate looks at the outstanding foreign exchange balances of the Company as at 
the balance sheet date and assumes this is the position for a full twelve-month period. The volatility percentage for 
movement in foreign exchange rates has been used due to the fact that historically (5 years) rate has moved on 
average basis by the mentioned percentage per annum.

(v) Fair values of financial assets and liabilities

 The carrying values of all financial assets and liabilities reflected in the financial statements approximate their fair 
values.

38. CAPITAL RISK MANAGEMENT

 The Company’s objectives when managing capital are to safeguard the entity’s ability to continue as a going 
concern, so that it can continue to provide adequate returns to shareholders and benefits to other stakeholders and 
to maintain an optimal capital structure to reduce cost of capital.

 During the year, the Company’s strategy was to maintain leveraged gearing. The gearing ratio as at March 31 is as 
follows:
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   2012 2011
 Rupees ’000
 
 Total Borrowings  1,279,620  306,073 
 
 Cash and Bank  (124,526) (63,416)
 
 Net debt  1,155,094   242,657 
 
 Total equity  1,529,514 1,479,486 

  
 Total capital  2,684,608 1,722,143 

 Gearing ratio  43% 14% 
  

 The capital structure of the Company is equity based with no financing through long term borrowings. Company 
avails short-term borrowings for working capital purposes only.

39. SUBSEQUENT EVENTS

 The Board of Directors in its meeting held on May 25, 2012 proposed a cash dividend of Rs. 1.55 per share (2011: 
Nil) amounting to Rs. 19.22 million (2011: Nil) subject to the approval of the members at the forthcoming annual 
general meeting of the Company.

40. DATE OF AUTHORISATION FOR ISSUE

 These financial statements were approved and authorised for issue in the Board of Directors meeting held on                             
May 25, 2012.          
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