
DIRECTORS' REVIEW
FOR THE HALF YEAR PERIOD JULY 2003 TO DECEMBER 2003

Dear Shareholders,

The auto industry continued to experience strong demand for cars and light commercial
vehicles during the first half of the financial year. Our sales of locally manufactured
vehicles increased to 12,775 units for the half year ended December 31st, 2003 as
compared to 8,250 units for the same period last year, an increase of 55%. The
Company's overall sales grew to Rs. 10.11 billion as compared to Rs. 6.17 billion.

The increase in sales whilst controlling costs and maintaining margins has resulted in
profit before tax of Rs. 1,191.07 million as compared to Rs. 643.96 million.

For the industry as a whole the sales volumes for the first half of the year has grown to
49,606 units of Passenger Cars & Light Commercial Vehicles as compared to 30,979
units in the corresponding period of last year registering a growth of 60%.

The New Toyota Corolla and the Daihatsu Cuore continue to be vehicles of choice in their
respective segments for customers. In order to satisfy their demand your management
continued to take steps to progressively increase overall production, reaching a record
level of 130 units per day in January'03. Enhanced availability of vehicles combined with
measures such as the condition of pre-registration of vehicles to discourage resellers
resulted in reduction of waiting period for customers. The Government has yet to enforce
administrative measures that will discourage resellers from cornering large number of
new cars that are offered to genuine buyers at premiums.

The Japanese Yen has unabatedly continued to strengthen against the US Dollar
impacting the cost of imported inputs adversely. The negative impact is likely to manifest
itself in the profitability of the company in the second half of the financial year.

The Cabinet of the Federal Government in its meeting on February 11, 2004 announced
its decision in principle to allow import of reconditioned vehicles and to reduce import
duties on CBU vehicles and CKDs of cars of small engine capacity. It has directed
constitution of a committee to recommend the implementation of the decision.

The auto industry has been appealing to the Government to formulate and announce a
long-term policy for the industry to enable the OEMs to plan substantial investments in
expansion of capacities. On the contrary conditions are being created that lead to
uncertainty. Accordingly, we urge the Government to resist all pressures in allowing the
import of used cars or any other policy initiatives that can or will jeopardize the growth of
the automobile industry and to remain steadfastly committed and patient with the belief
that the demand can be met by local production.

In the end we thank our loyal customers and acknowledge the extraordinary and
concerted efforts made by our entire team in producing these impressive results.

We pray to Allah for His Blessing and Guidance.

Ali S. Habib Yutaka Arae Mazhar Valjee
Chairman Vice Chairman Chief Executive Officer

REVIEW REPORT TO THE MEMBERS

We have reviewed the annexed Balance Sheet of Indus Motor Company Limited as at
December 31, 2003, and the related Profit and Loss Account, Cash Flow Statement and
Statement of Changes in Equity together with the notes forming part thereof (here-in-
after referred to as the “financial statements”) for the half-year then ended. These
financial statements are the responsibility of the company’s management. Our
responsibility is to issue a report on these financial statements based on our review.

We conducted our review in accordance with the International Standard on Auditing
applicable to review engagements. This Standard requires that we plan and perform the
review to obtain moderate assurance as to whether the financial statements are free of
material misstatement. A review is limited primarily to inquiries of company personnel
and analytical procedures applied to financial data and thus provides less assurance
than an audit. We have not performed an audit and, accordingly, we do not express an
audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that the
annexed financial statements are not presented fairly, in all material respects, in
accordance with approved accounting standards as applicable in Pakistan.

Karachi Ford Rhodes Sidat Hyder & Co.
February 24, 2004 Chartered Accountants

BALANCE SHEET
AS AT DECEMBER 31, 2003

Note December 31, June 30,
2003 2003

Unaudited Audited
(Rs. in '000)

ASSETS
NON-CURRENT ASSETS

Tangible fixed assets
Operating fixed assets
Capital work-in-progress

4
5

856,314
57,130

988,824
5,678

913,444 994,502

Long-term loans
Long-term deposits

187
5,299

160
5,449

CURRENT ASSETS
Stores and spares
Stock-in-trade
Trade debts
Loans, advances and prepayments
Short term investments
Other receivables
Cash and bank balances

6

7

8

87,989
3,025,935

252,746
93,236

3,176,247
94,329

4,751,680

71,511
1,802,270

518,820
59,897

2,689,021
152,279

4,775,371

11,482,162 10,069,169

TOTAL ASSETS 12,401,092 11,069,280

EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES

Share Capital
Authorised
100,000,000 (June 30, 2003: 100,000,000)

Ordinary shares of Rs. 10 each
1,000,000 1,000,000

Issued, subscribed and paid-up
78,600,000 (June 30, 2003: 78,600,000)

Ordinary shares of Rs. 10 each
fully paid in cash

786,000 786,000

Reserves 2,241,540 1,758,887

3,027,540 2,544,887

NON-CURRENT LIABILITY
Deferred taxation 56,537 91,738

CURRENT LIABILITIES
Advances from customers and dealers
Creditors and accrued liabilities
Provisions and other liabilities
Provision for taxation – net
Dividends

9
6,737,261
1,542,349

435,592
274,222
327,591

6,758,098
697,337
353,946
220,549
402,725

9,317,015 8,432,655

CONTINGENCY AND COMMITMENTS 10

TOTAL EQUITY AND LIABILITIES 12,401,092 11,069,280

The annexed accounting policies and explanatory notes form an integral part of these
financial statements.

Mazhar Valjee Yutaka Arae
Chief Executive Officer Vice Chairman

PROFIT AND LOSS ACCOUNT (UNAUDITED)
FOR THE QUARTER & HALF YEAR ENDED DECEMBER 31, 2003

Half-Year Ended Quarter Ended

Note December 31, December 31,

2003 2002 2003 2002

(Rs. in '000)

NET SALES 11 10,107,722 6,168,492 4,650,068 2,928,881

Cost of sales 11 8,741,930 5,419,398 4,079,558 2,600,114

GROSS PROFIT 1,365,792 749,094 570,510 328,767

Administrative and selling expenses
Other charges

11
11

181,740
4,356

128,806
5,562

89,644
2,586

64,728
4,951

186,096 134,368 92,230 69,679

OPERATING PROFIT 1,179,696 614,726 478,280 259,088

OTHER INCOME 12 121,209 130,209 72,476 72,059

1,300,905 744,935 550,756 331,147

Financial charges
Workers' Profit Participation Fund
Wokers' Welfare Fund

13 21,150
63,988
24,701

52,750
34,609
13,616

8,684
27,104
11,176

23,520
15,381
6,100

109,839 100,975 46,964 45,001

PROFIT BEFORE TAXATION 1,191,066 643,960 503,792 286,146

Taxation 14 412,830 226,593 176,280 99,386

NET PROFIT FOR THE PERIOD 778,236 417,367 327,512 186,760

Unappropriated profit brought forward 61 147 450,785 230,754

PROFIT AVAILABLE FOR APPROPRIATION 778,297 417,514 778,297 417,514

APPROPRIATION

Transfer to general reserves
Interim Dividend @ 40% (Rs. 4.00 per share)

[2002 @ 20% Rs. 2.00 per share]

–

314,400

–

157,200

–

314,400

–

157,200

314,400 157,200 314,400 157,200

UNAPPROPRIATED PROFIT CARRIED FORWARD 463,897 260,314 463,897 260,314

( Rupees )

BASIC EARNINGS PER SHARE 9.90 5.31 4.17 2.38

The annexed accounting policies and explanatory notes form an integral part of these
financial statements.

Mazhar Valjee Yutaka Arae
Chief Executive Officer Vice Chairman

STATEMENT OF CHANGES IN EQUITY (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2003

Share
Capital

Reserves

Capital
Reserve

Revenue Reserves Unrealised
Gain/(Loss)

Sub-total

Issued,
subscribed

and
paid-up

Premium on
issue of
ordinary
shares

General
reserves

Unappro-
priated
profit

on hedging
instruments Total

(Rupees in '000)

Balance as at June 30, 2002 786,000 196,500 856,500 147 14,767 1,067,914 1,853,914

Net gain on cash flow hedge
removed from equity and
reported in net profit for
the period – – – – (14,767) (14,767) (14,767)

Net profit for the period – – – 417,367 – 417,367 417,367

Net unrealised loss on
remeasurement of forward
foreign exchange contracts – – – – 7,130 7,130 7,130

Interim dividend @ 20% – – – (157,200) – (157,200) (157,200)

Balance as at Dec. 31, 2002 786,000 196,500 856,500 260,314 7,130 1,320,444 2,106,444

Balance as at June 30, 2003 786,000 196,500 1,564,000 61 (1,674) 1,758,887 2,544,887

Net Loss on cash flow hedge
removed from equity and
reported in net profit for
the period – – – – 1,674 1,674 1,674

Net profit for the period – – – 778,236 – 778,236 778,236

Net unrealised gain on
remeasurement of
forward foreign exchange
contracts – – – – 17,143 17,143 17,143

Interim dividend @ 40% – – – (314,400) – (314,400) (314,400)

Balance as at Dec. 31, 2003 786,000 196,500 1,564,000 463,897 17,143 2,241,540 3,027,540

Mazhar Valjee Yutaka Arae
Chief Executive Officer Vice Chairman

CASH FLOW STATEMENT (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2003

Half Year Ended
December 31, December 31,

2003 2002
(Rs. in '000)

CASH FLOW FROM OPERATING ACTIVITIES

Profit before tax 1,191,066 643,960

Adjustment for non-cash charges and other items

Depreciation
Gain on sale of fixed assets
Mark-up on short term investment

and bank deposits
Mark-up on advances from customers

141,747
(670)

(85,713)
13,386

113,882
(3,151)

(122,951)
49,320

68,750 37,100
Operating surplus before working

capital changes 1,259,816 681,060
Movement in working capital :
(Increase)/Decrease in current assets

Stores and spares
Stock-in-trade
Trade debts
Loans, advances and prepayments
Other receivables

(16,478)
(1,223,665)

266,074
(33,339)
89,604

(849)
(100,108)
(151,915)
(84,806)
(31,639)

(917,804) (369,317)
Increase/(Decrease) in current liabilities

Advances from customers and dealers
Creditors and accrued liabilities
Provisions and other liabilities

(20,837)
837,841

84,753

1,700,441
149,188
102,686

901,757 1,952,315

Cash generated from operations 1,243,769 2,264,058

Mark-up paid
Mark-up received
Income tax paid
Long term deposits
Long term loans - net

(22,756)
99,084

(394,358)
150
(27)

(40,564)
117,404

(109,299)
(75)
173

(317,907) (32,361)

Net cash inflow from operating activities 925,862 2,231,697

CASH FLOW FROM INVESTING ACTIVITIES

Fixed capital expenditure
Sale proceeds of fixed assets
Short term investments in Term Deposit

Receipts (TDRs)
TDRs matured

(65,168)
5,149

(2,150,000)
1,650,000

(47,801)
8,926

(250,000)
–

Net cash used in investing activities (560,019) (288,875)

CASH FLOW FROM FINANCING ACTIVITIES

Dividends paid (389,534) (154,333)

Net cash used in financing activities (389,534) (154,333)

Net (decrease) / increase in cash and
cash equivalents (23,691) 1,788,489

Cash and cash equivalents at the
beginning of the year 4,775,371 1,924,767

Cash and cash equivalents at the
end of the period 4,751,680 3,713,256

The annexed accounting policies and explanatory notes form an integral part of these
financial statements.

Mazhar Valjee Yutaka Arae
Chief Executive Officer Vice Chairman

NOTES TO THE ACCOUNTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2003

1. THE COMPANY AND ITS OPERATIONS

The company was incorporated in Pakistan as a public limited company in
December, 1989 and started commercial production in May, 1993. The shares of the
company are quoted on all the stock exchanges in Pakistan. The registered office of
the company is situated at 14, Bangalore Town Housing Society, Main Shahrah-e-
Faisal, Karachi, Pakistan.

The company was formed in accordance with the terms of a Joint Venture agreement
concluded amongst the House of Habib, Toyota Motor Corporation and Toyota
Tsusho Corporation for the purposes of assembling, progressive manufacturing and
marketing of the Toyota vehicles. The company also acts as the sole distributor of the
Toyota vehicles in Pakistan.

The company is also a sole-distributor of Daihatsu vehicles in Pakistan and have a
license of progressive assembling and manufacturing of these vehicles in Pakistan.

2. BASIS OF PREPARATION

These financial statements are being submitted to the shareholders in accordance
with the requirements of Section 245 of the Companies Ordinance, 1984 and have
been prepared in accordance with the requirements of International Accounting
Standard (IAS) 34 "Interim Financial Reporting", as applicable in Pakistan.

3. ACCOUNTING POLICIES

The accounting policies and methods of computation followed in the preparation of
these half-yearly financial statements are same as those published in the annual
financial statements for the year ended June 30, 2003.

Half Year Year
Ended Ended

December 31, June 30,
2003 2003

(Rs. in '000)
4. OPERATING FIXED ASSETS

4.1 Details of additions during the period are as follows:

Buildings on leasehold land
Factory
Others

Plant and machinery
Motor vehicles
Furniture and fixtures
Office equipment
Computers & related accessories
Tools and equipment
Jigs and fixture

899
415
464

2,737
650

1,392
6,487

156
518

14,202
1,738

16,905
35,948
3,382
7,352
3,553

19,139
–

13,718 102,219

4.2 Details of disposals / retirements (cost)
during the period are as follows:

Motor vehicles
Computers & related accessories

8,565
–

16,777
663

8,565 17,440

4.3 Change in accounting estimate

During the current period, the company has carried out an exercise to review the
useful life of its depreciable assets. This review was necessitated due to
production enhancement. Accordingly, the rate of depreciation has been revised
in case of certain machinery.

Had the company not made revision in the rates, as disclosed above,
depreciation for the half-year would have been lower by Rs. 18.095 million (for
the quarter Rs. 9.048 million), resulting in an increase in net income for the half-
year by the same amount.

INDUS MOTOR COMPANY LIMITED INDUS MOTOR COMPANY LIMITED INDUS MOTOR COMPANY LIMITED INDUS MOTOR COMPANY LIMITED INDUS MOTOR COMPANY LIMITED



Half Year Year
Ended Ended

December 31, June 30,
2003 2003

(Rs. in '000)

5. CAPITAL WORK-IN-PROGRESS

Building - Factory
Office equipment
Plant and machinery
Tools and equipment

572
792

44,263
11,503

–
164
–

5,514

57,130 5,678

6. STOCK-IN-TRADE

Manufacturing
Trading
Stock in transit

1,766,446
160,126

1,099,363

925,895
121,109
755,266

3,025,935 1,802,270

7. SHORT TERM INVESTMENTS –
Held to maturity

Term deposits receipts (TDRs)
issued by the banks 3,176,247 2,689,021

8. CASH AND BANK BALANCES

Cash in hand 994 802
At banks in:

- Current accounts
- Deposit accounts

590,779
4,159,907

230,658
4,543,911

4,750,686 4,774,569

4,751,680 4,775,371

9. CREDITORS AND ACCRUED LIABILITIES

Associated undertakings
Other trade creditors
Accrued liabilities

1,001,703
391,047
149,599

453,768
95,040

148,529

1,542,349 697,337

10. CONTINGENCIES AND COMMITMENTS

10.1 Contingencies

The status of the contingencies, as disclosed in note 21 to the annual financial
statements, has remained unchanged except for the reopening of assessment
for the year 1991-1992 which has now been decided in the company's favour
by the Honourable High Court of Sindh.

Contingencies in respect of outstanding bank guarantees at the end of the
current period amounted to Rs. 178.398 (June 30, 2003: Rs.196.829) million.

10.2 Commitments

Commitments in respect of capital expenditure at the end of the current period
amounted to Rs. 88.035 (June 30, 2003: Rs. 47.294) million.

11. OPERATING RESULTS
Manufacturing Trading Total

Half Year Ended Hlaf Year Ended Hlaf Year Ended

Note December 31, December 31, December 31,

2003 2002 2003 2002 2003 2002

(Rupees in '000)

Sales
Commission
Discounts

9,843,570
288,046

390

5,986,340
180,086

149

564,858
6,004
6,266

368,651
3,450
2,814

10,408,428
294,050

6,656

6,354,991
183,536

2,963

Net sales 9,555,134 5,806,105 552,588 362,387 10,107,72
2

6,168,492

Cost of sales

Opening stock
Cost of goods manufactured 11.1
Purchases
Closing stock

131,361
8,612,213

–
(427,100)

21,600
5,364,936

–
(255,457)

121,109
–

464,473
(160,126)

108,359
–

281,406
(101,446)

252,470
8,612,213

464,473
(587,226)

129,959
5,364,936

281,406
(356,903)

8,316,474 5,131,079 425,456 288,319 8,741,930 5,419,398

Gross profit 1,238,660 675,026 127,132 74,068 1,365,792 749,094

Administrative & selling expenses
Other charges

171,521
4,118

121,068
5,235

10,219
238

7,738
327

181,740
4,356

128,806
5,562

175,639 126,303 10,457 8,065 186,096 134,368

Operating profit 1,063,021 548,723 116,675 66,003 1,179,696 614,726

Manufacturing Trading Total

Quarter Ended Quarter Ended Quarter Ended

Note December 31, December 31, December 31,

2003 2002 2003 2002 2003 2002

(Rupees in '000)

Sales
Commission
Discounts

4,501,378
129,979

120

2,847,293
85,336

36

283,294
2,700
1,805

169,870
1,350
1,560

4,784,672
132,679

1,925

3,017,163
86,686
1,596

Net sales 4,371,279 2,761,921 278,789 166,960 4,650,068 2,928,881

Cost of sales

Opening stock
Cost of goods manufactured 11.1
Purchases
Closing stock

355,114
3,929,561

–
(427,100)

83,892
2,644,339

–
(255,457)

173,733
–

208,376
(160,126)

112,795
–

115,991
(101,446)

528,847
3,929,561

208,376
(587,226)

196,687
2,644,339

115,991
(356,903)

3,857,575 2,472,774 221,983 127,340 4,079,558 2,600,114

Gross profit 513,704 289,147 56,806 39,620 570,510 328,767

Administrative & selling expenses
Other charges

84,151
2,437

60,738
4,669

5,493
149

3,990
282

89,644
2,586

64,728
4,951

86,588 65,407 5,642 4,272 92,230 69,679

Operating profit 427,116 223,740 51,164 35,348 478,280 259,088

Half-Year Ended Quarter Ended

December 31, December 31,

2003 2002 2003 2002

(Rs. in '000)

11.1 Cost of goods manufactured:

Raw materials and vendor parts consumed 8,067,391 5,014,897 3,656,692 2,475,245

Stores and spares consumed
Salaries wages and other benefits
Repair and maintenance
Depreciation
Travelling
Insurance
Utilities
Running Royalty
Technical Fee
Miscellaneous

179,339
51,893
22,795

123,237
5,224
9,054

45,037
108,842

7,554
6,646

129,436
41,610
16,866
95,713
3,111
5,149

27,059
49,354
5,879
5,240

89,015
26,980
12,040
73,480
2,953
5,768

24,767
61,633
4,608
2,887

49,067
20,769
8,950

47,883
2,045
2,571

13,650
27,029
3,547
2,378

559,621 379,417 304,131 177,889

Add: Opening work-in-process
Less: Closing work-in-process

89,883
104,682

72,731
102,109

73,420
104,682

93,314
102,109

8,612,213 5,364,936 3,929,561 2,644,339

Half-Year Ended Quarter Ended

December 31, December 31,

2003 2002 2003 2002

(Rs. in '000)

12. OTHER INCOME

Return on short term investments
Return on bank deposits
Agency commission
Others

53,837
31,876
29,971
5,525

50,401
72,550
3,611
3,647

36,305
6,717

24,763
4,691

18,035
46,527
3,611
3,886

121,209 130,209 72,476 72,059

13. FINANCIAL CHARGES

Mark-up on advances from customers and dealers
Bank charges

13,386
7,764

49,320
3,430

3,324
5,360

20,970
2,550

Unrealised loss on remeasurement of creditors
Unrealised gain on remeasurement of forward

foreigen exchange contracts

15,108

(15,108)

3,867

(3,867)

15,108

(15,108)

3,867

(3,867)

– – – –

21,150 52,750 8,684 23,520

14. TAXATION

Current
Deferred

448,031
(35,201)

251,265
(24,672)

200,360
(24,080)

112,005
(12,619)

412,830 226,593 176,280 99,386

15. TRANSACTIONS WITH ASSOCIATED
UNDERTAKINGS / RELATED PARTIES

Aggregate amounts in respect of:

Purchases
Insurance premium
Agency commission
Running royalty
Technical fee
Share registrar's fee, charges and other services

5,969,540
42,691
33,996

109,646
7,554

925

3,069,451
–
5,451

49,807
5,879

900

3,020,421
22,001
28,788
62,102
4,608

633

1,411,344
–
5,451

27,482
3,547

703

Transactions with associated undertakings are made under normal commercial
terms and conditions.

16. DATE OF AUTHORISATION OF ISSUE

These financial statements were authorised for issue on February 18, 2004 by the
Board of Directors of the company.

17. GENERAL
Figures have been rounded off to the nearest thousand rupees.

Mazhar Valjee Yutaka Arae
Chief Executive Officer Vice Chairman
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