
DIRECTORS' REVIEW
FOR THE QUARTER ENDED JULY 2003 TO SEPTEMBER 2003

Dear Shareholders,

Sales during the quarter continued to show strong growth resulting in

6,735 units sold as compared to 4,269 units for the first quarter last year,

resulting in net sales of Rs. 5.46 billion for the quarter as compared to

Rs. 3.24 billion for the same period last year. With good control exercised

over administrative and selling expenses, the profit before tax increased

from Rs. 357.81M for the first quarter last year to Rs. 687.27 Million this

year, an increase of 92%.

Your company has continued to take steps to progressively increase

production which was increased from 100 units per day in June'03 to 112

units per day in August'03 and further increased to 122 units per day from

October'03. We plan further increases by January next year. The

substantial increase in production and resulting sales has allowed us to

considerably reduce the waiting period for our customers and certain

models are now available for delivery within six weeks. We continue to

closely monitor the market situation for our future planning.

While your Company has been focusing on meeting the customer

demand, maintaining and enhancing production quality and working with

vendors to assure smooth and uninterrupted supply of parts needed for

our production, the environment for the auto sector has become

uncertain due to the ongoing deliberations of the Task Force set up by

the Government to review issues relating to the auto industry. While we

are unaware of the findings and recommendations of the Task Force at

the time of writing this report, we are disappointed that the long-term

issues that need to be addressed for the growth of this industry appear

not to have been on the agenda, rather short-term solutions are being

debated and considered to increase supply of imported products. We

once again urge the Government and the Task Force to consider and

state the desired outcome from any change in the current policy and

address the policy issues of this industry urgently.

The recent strengthening of the Japanese Yen against the Pak Rupee

and uncertain Government policy may restrict the strong growth that we

have demonstrated over the last year in sales and profitability.

We thank our loyal customers and acknowledge the extraordinary efforts

made by our entire team in producing these very impressive results.

We pray to the Allah for his blessings and guidance.

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

BALANCE SHEET
AS AT SEPTEMBER 30, 2003

Note September 30, 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

912,006
18,346

988,824
5,678

930,352 994,502

Long-term loans
Long-term deposits

291
5,449

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

81,710
1,994,515

166,108
88,857

2,017,266
217,233

5,599,381

71,511
1,802,270

518,820
59,897

2,689,021
152,279

4,775,371

10,165,070 10,069,169

TOTAL ASSETS 11,101,162 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 2,236,361 1,758,887

3,022,361 2,544,887

NON-CURRENT LIABILITY
Deferred taxation 80,617 91,738

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

8 5,833,464
912,614
409,427
440,203
402,476

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

7,998,184 8,432,655

CONTINGENCY AND COMMITMENTS 9

TOTAL EQUITY AND LIABILITIES 11,101,162 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 ENDED SEPTEMBER 30, 2003

Quarter Ended
Note September 30, September 30,

2003 2002
(Rs. in '000)

NET SALES 5,457,654 3,239,611
Cost of sales 10 4,662,372 2,819,284

GROSS PROFIT 795,282 420,327

Administrative and selling expenses
Other charges

92,096
1,770

64,078
916

93,866 64,994
OPERATING PROFIT 701,416 355,333

OTHER INCOME 11 48,733 58,455

750,149 413,788

Financial charges
Workers' Profit Participation Fund
Workers' Welfare Fund

12 12,466
36,884
13,525

29,230
19,228
7,516

62,875 55,974
PROFIT BEFORE TAXATION 687,274 357,814

Taxation 13 236,550 127,207

NET PROFIT FOR THE PERIOD 450,724 230,607

Unappropriated profit brought forward 61 147
UNAPPROPRIATED PROFIT CARRIED FORWARD 450,785 230,754

(Rupees)

BASIC EARNINGS PER SHARE 5.73 2.93

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 QUARTER ENDED SEPTEMEBR 30, 2003

Share
Capital

Capital
Reserve

Revenue Reserves

Issued,
subscribed

and
paid-up

Premium on
issue of
ordinary
shares

General
reserves

Unappro-
priated
profit

Unrealised
Gain/(Loss)
on hedging
instruments

Total

(Rupees in '000)

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

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

Net profit for the period – – – 230,607 – 230,607

Net unrealised loss on remeasurement
of forward foreign exchange contracts – – – – (5,801) (5,801)

Balance as at September 30, 2002 786,000 196,500 856,500 230,754 (5,801) 2,063,953

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

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

Net profit for the period – – – 450,724 – 450,724

Net unrealised gain on remeasurement
of forward foreign exchange contracts – – – – 25,076 25,076

Balance as at September 30, 2003 786,000 196,500 1,564,000 450,785 25,076 3,022,361

Mazhar Valjee Yutaka Arae
Chief Executive Officer Vice Chairman

CASH FLOW STATEMENT (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2003

Quarter Ended
September 30, September 30,

2003 2002
(Rs. in '000)

CASH FLOW FROM OPERATING ACTIVITIES

Profit before tax 687,274 357,814

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

80,980
(522)

(42,691)
10,061

56,752
(1,467)

(58,389)
28,350

47,828 25,246
Operating surplus before working

capital changes 735,102 383,060
Movement in working capital :
(Increase)/Decrease in current assets

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

(10,199)
(192,245)
352,712
(28,960)
(45,265)

6,934
190,940
(83,331)
(99,545)
(4,562)

76,043 10,436
Increase/(Decrease) in current liabilities

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

(924,634)
218,785
57,155

(132,791)
165,681
94,212

(648,694) 127,102

Cash generated from operations 162,451 520,598

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

(13,569)
69,833

(28,017)
–
(131)

(32,074)
56,464

(19,969)
(75)

(1,751)

28,116 2,595

Net cash inflow from operating activities 190,567 523,193

CASH FLOW FROM INVESTING ACTIVITIES

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

Receipts (TDRs)
TDRs matured

(18,889)
2,581

(1,500,000)
2,150,000

(14,973)
4,364

–
–

Net cash generated from/used in investing activities 633,692 (10,609)

CASH FLOW FROM FINANCING ACTIVITIES

Dividends paid (249) (28)

Net cash used in financing activities (249) (28)

Net increase in cash and cash equivalents 824,010 512,556

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 5,599,381 2,437,323

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

Mazhar Valjee Yutaka Arae
Chief Executive Officer Vice Chairman
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NOTES TO THE ACCOUNTS (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 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 also acquired the sole distributorship of Daihatsu vehicles in Pakistan
and concluded an agreement for the progressive assembling / manufacturing of the
Daihatsu 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 quarterly financial statements are same as those published in the annual
financial statements for the year ended June 30, 2003.

Quarter Year
Ended Ended

September 30, 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

109
163
397
399
431
819

3,749
156

14,202
1,738

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

19,139

6,223 102,219

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

Motor vehicles
Computers & related accessories

4,791
–

16,777
663

4,791 17,440

5. CAPITAL WORK-IN-PROGRESS

Office equipment
Plant and machinery
Tools and equipment

792
14,381
3,173

164
–
5,514

18,346 5,678

6. SHORT TERM INVESTMENTS –
Held to maturity

Term deposits receipts (TDRs)
issued by the banks 2,017,266 2,689,021

Quarter Year
Ended Ended

September 30, June 30,
2003 2003

(Rs. in '000)
7. CASH AND BANK BALANCES

Cash in hand 1,863 802
At banks in:

- Current accounts
- Deposit accounts

141,659
5,455,859

230,658
4,543,911

5,597,518 4,774,569

5,599,381 4,775,371

8. ADVANCES FROM CUSTOMERS AND DEALERS

Advances received from customers and dealers
against the sale of vehicles in future 5,833,464 6,758,098

9. CONTINGENCIES AND COMMITMENTS

Contingency

The status of the contingencies, as disclosed in note 21 to the annual financial
statements, has remained unchanged except for the contingency in respect of
outstanding bank guarantees which amounted to Rs. 167.634 (June 30,
2003: Rs. 196.829) million at the end of the current period.

Commitments

Commitments in respect of capital expenditure at the end of the current period
amounted to Rs. 91.572 (June 30, 2003: Rs. 47.294) million.

10. OPERATING RESULTS
Manufacturing Trading Total

Quarter Ended Quarter Ended Quarter Ended

Note September 30, September 30, September 30,

2003 2002 2003 2002 2003 2002

(Rupees in '000)

Sales
Commission
Discounts

5,342,192
158,067

270

3,139,047
94,750

113

281,564
3,304
4,461

198,781
2,100
1,254

5,623,756
161,371

4,731

3,337,828
96,850
1,367

Net sales 5,183,855 3,044,184 273,799 195,427 5,457,654 3,239,611

Cost of sales

Opening stock
Cost of goods manufactured 10.1
Purchases
Closing stock

131,361
4,682,652

–
(355,114)

21,600
2,720,597

–
(83,892)

121,109
–

256,097
(173,733)

108,359
–

165,415
(112,795)

252,470
4,682,652

256,097
(528,847)

129,959
2,720,597

165,415
(196,687)

4,458,899 2,658,305 203,473 160,979 4,662,372 2,819,284

Gross profit 724,956 385,879 70,326 34,448 795,282 420,327

Administrative & selling expenses
Other charges

87,370
1,681

60,330
861

4,726
89

3,748
55

92,096
1,770

64,078
916

89,051 61,191 4,815 3,803 93,866 64,994

Operating profit 635,905 324,688 65,511 30,645 701,416 355,333

Quarter Ended
September 30, September 30,

2003 2002
(Rs. in '000)

10.1 Cost of goods manufactured:

Raw materials and vendor parts consumed 4,407,616 2,539,637

Stores and spares consumed
Salaries, wages and other benefits
Repairs and maintenance
Depreciation
Utilities
Running royalty
Technical fee
Miscellaneous

90,324
24,913
10,755
49,757
20,270
47,209
2,946

12,399

80,369
20,841
7,916

47,830
13,409
22,325
2,332
6,521

258,573 201,543

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

89,883
73,420

72,731
93,314

4,682,652 2,720,597

Quarter Ended
September 30, September 30,

2003 2002
(Rs. in '000)

11. OTHER INCOME
Return on short term investments
Return on bank deposits
Others

17,532
25,159
6,042

32,366
26,023

66
48,733 58,455

12. FINANCIAL CHARGES
Mark-up on advances received from

customers and dealers 10,061 28,350
Bank charges 2,405 880

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

foreign exchange contracts

11,694

(11,694)

6,448

(6,448)

– –
12,466 29,230

13. TAXATION
Current
Deferred

247,671
(11,121)

139,260
(12,053)

236,550 127,207
14. 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 & other services

2,949,119
20,690
5,208

47,544
2,946
1,558

1,658,107
7,486
–

22,325
2,332

197
Transactions with associated undertakings / related parties are made under normal
commercial terms and conditions.

15. GENERAL
15.1 Comparative figures, have been re-arranged, where considered necessary for

the purpose of comparision.
15.2 These financial statements were authorised for issue on October 17, 2003 by

the Board of Directors of the company.
15.3 Figures have been rounded off to the nearest thousand rupees.

Mazhar Valjee Yutaka Arae
Chief Executive Officer Vice Chairman
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