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DIRECTORS’ REPORT

The directors of your company are pleased to present
the 26™ Annual Report along with the audited accounts
of the Company for the year ended 30" June 2017:

BUSINESS OVERVIEW:

The Company was principally engaged in the
manufacturing and sale of Auto Rickshaws and Tractor
Wheel Rims during the current financial year.

ALL PRAISE BE TO ALLAH. The Company has registered
highest ever production and sales volume of Auto
Rickshaws during the current financial year. The
improvement in law & order situation is significantly
affecting in restoring the normal business activities in
the country. Major impact is appearing in Karachi where
transport requirement has increased which has resulted
in rise in the market demand of auto rickshaws.
Hopefully, this trend will continue in the forthcoming
year and Company will achieve further increase in
production and sale volume of Auto Rickshaws.

The tractor industry has made a wonderful performance
during the period under review and has shown an
impressive increase of 58.50% in overall production of
tractors. This has resulted in increase in orders of wheel
rims from the tractor assemblers and has positively
affected on the profitability of the company. It is hoped
that the tractor industry will continue to grow at the
same pace in future.

FINANCIAL RESULTS:
2017 2016
(Rupees) (Rupees)

Profit before taxation 204,113,745 153,957,796
Provision for taxation 61,291,804 46,288,058
Profit after taxation 142,821,941 107,669,738
Other comprehensive
(loss)/ income for the
year (9,024,382) 770,274
Un appropriated Profit
brought forward 482,732,527 419,223,435
Profit available for
appropriation 616,530,086 527,663,447
Appropriations:
Interim Cash dividend @
12.50% (2016:10%) 22,465,460 17,972,368
Final Cash dividend @
Nil (2016: 15%) - 26,958,552
Reserve for issuance of
Bonus share @ 20%
(2016: Nil) 35,944,740 -

58,410,200 44,930,920
Un appropriated profit
carried forward 558,119,886 482,732,527

Sales Revenue:

The overall net sales revenue of the Company has
increased by 25.90% from Rupees 2,873.87 million to
Rupees 3,618.14 million during the period under review
showing a tremendous performance of the company.
AL-HAMDOLILLAH.

Segment wise: The net sales of Auto Rickshaws has
increased from Rupees 2,531.19 million to Rupees
3,121.31 million reflecting a growth of 23.31%. The net
sale of automotive parts has increased by 47.46 % from
Rupees 334.74 million to Rupees 493.59 million. The net
sales of home appliances has decreased from Rupees
7.94 million to Rupees 3.25 million compared with the
corresponding period of last year.

The sale of auto rickshaw also includes an export sale of
Rupees 56.40 million showing an increase of 289.50% as
compared to the last financial year export of Rupees
14.48 million. During the year, Company exported Auto
Rickshaws to Afghanistan, Japan and Sri Lanka.

By the Grace of Almighty Allah, the Company has
registered a highest sale volume in the current financial
year with major contribution of Auto Rickshaws. The
improvement in law & order situation and increase in
sales network of Auto Rickshaw has made this
achievement possible. During the year, the company
sold 21,109 units of Auto Rickshaws as compared to
17,405 units sold in last financial year.

The revival of tractor industry has further proved to be
a blessing of Allah which has significantly resulted in
increase in orders of wheel rims from tractor
assemblers.

The sale of home appliances has decreased due to
reduction in sales volume of air conditioners and micro
wave oven under brand name “Whirlpool”.

Gross Profit:

Company’s gross profit has increased from Rupees
288.69 million to Rupees 379.48 million showing an
increase of Rupees 90.79 million compared with the
corresponding period of last year. The gross profit ratio
has also inclined from 10.05% to 10.49%.

Operating Expenses:

The operating expenses are normal in line with the
increase in sales volume of the company.
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Profit Before Taxation:

Company’s profit before taxation has increased from
Rupees 153.96 million to Rupees 204.11 million showing
an increase of Rupees 50.16 million compared with the
corresponding period of last year.

Earnings Per Share:

The Earnings per share of the Company has increased
from Rs. 5.99 to Rs. 7.95 as compared to corresponding
period of last year showing a substantial increase in
profits available for distribution to shareholders.

Production:

During the year, the company produced highest volume
of Auto Rickshaws and achieved more than 100% of
capacity utilization. The production of 21,193 units of
Auto Rickshaws is reflecting a 17.67 % rise compared
with 18,010 units produced during the corresponding
period of last year. The excess production of Auto
Rickshaws over normal capacity is due to working in
over time schedule to meet the increased market
demand.

Whereas the production of tractor wheel rim was
94,307 compared with 65,080 during the same
corresponding period of last year showing an increase
of 44.91%.

Risks and Uncertainties:

The Company is carrying a major market share of auto
rickshaws sale in Karachi, therefore, significance of law
and order position in the city is sensitive for the
company. Any deterioration in law and order position, if
any, in Karachi may adversely affect the sale of auto
rickshaws. However, the Company is hopeful that the
law enforcing agencies will continue their efforts to
bring peace in the country and particularly in Karachi.
Further, the Company is increasing and strengthening
its sales network in other cities that would help to
mitigate any adverse effect of the situation.

Due to closure of Pakistan Steel Mill, the production of
tractor wheel rims is dependent on the availability of
imported steel, therefore, any hurdle in its availability
may adversely affect the production and supply of
tractor wheel rims.

Material devaluation of Pak Rupee, if any, may
deteriorate the profitability of the Company.

Any adverse and sudden change in the Governments’
taxation and regulatory policy.

Other risks have been stated in note 39 to the audited
financial statements.
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Material Changes:

No material changes or commitments affecting the
financial position of the company have taken place
between the end of the financial year and the date of
the Report except as disclosed in financial statements.

CASH DIVIDEND AND BONUS SHARES:

The Board of Directors, at their meeting held on
September 25, 2017 has recommended issuance of 20%
bonus shares i.e. 20 ordinary shares for every 100
ordinary shares subject to the approval of shareholders
in the forthcoming 26th Annual General Meeting of the
Company. This is in addition to Interim cash dividend of
Rupee 1.25 per share i.e., 12.50% already paid.

FUTURE OUTLOOK:
4-Stroke Auto Rickshaw:

Being a major source of transportation of passengers at
affordable cost, it is hoped that the market demand of
Auto Rickshaws will remain intact in the coming period.
The increase in population of big cities is continuously
contributing in increasing the requirement of this
product to fulfil the transport need of general public at
large. Even the introduction of Uber and Careem taxi
service in major cities could not adversely affect on the
demand of auto rickshaws.

The Company will continue its policy of Research and
Development to innovate new products as well as to
improve the quality of existing products to remain
ahead of the competition.

Looking ahead your Company expects a substantial
revenue and profitability from this segment of business,
INSHA ALLAH.

Automotive Parts:

Improvement in agriculture sector has positively
affected on the purchasing power of the farmers due to
which booking of tractors has increased substantially. It
is hoped that this trend will continue in future and your
Company will receive increased orders of wheel rims
from the tractor assemblers in the time to come.

The Company expects substantial revenue and income
from this segment of business.
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Exports:

Sazgar Auto Rickshaw is making a place in the
international markets due to its quality and competitive
price. Your Company expects a continuity in the orders
from Afghanistan, Japan and other countries in the
coming financial year.

BUSINESS EXPANSION ANNOUNCED DURING THE
YEAR:

Auto Rickshaw:

The construction work is in progress for setting up of
the additional production facilities for auto rickshaws. A
sum of Rupees 285.01 million has been utilized out of
an estimated cost of Rupees 330.00 million up to June
30, 2017.

Passenger and Light Commercial Vehicles:

The Company has signed a MOU with a foreign
automobile manufacturer to explore the new business
opportunities for the manufacturing, assembly, sale and
service of passenger and light commercial vehicles.

The Company is continuously working on this project to
finalise the business plan and to make advancement in
this regard.

CORPORATE SOCIAL RESPONSIBILITY:

Corporate Social Responsibility is the continuing
commitment by business to behave ethically and
contribute to economic development while improving
the quality of life of the workforce and their families as
well as of the local community and society at large.
During the year, the company carried out the following
activities under CSR:

Health:

Company made contribution of Rs. 200,000/- to various
hospitals which provide free of cost medical facilities to
the poor or deserving people of the society.

Education:

Company donated a sum of Rs. 200,000/- to the
institutions which are not only looking after the poor
children but are also providing them education free of
cost.

Financial Assistance:

Company spent Rs. 364,350/- on the welfare of
deceased’s workers families to meet their household
and children’s education expenses.

Hajj Sponsorship:

Every year Company sends two employees on Hajj
which provides them great spiritual satisfaction.
However, this year the company’s employees could not
succeed under Government Hajj-draw and now the
Company will arrange to send them next year.

Employment of Disabled persons:

Company creates employment opportunities for
disabled persons to make them respectable and self
sufficient in the society. Presently company has
employed 25 disabled persons.

Clean Drinking Water:

Clean water is important for the health of workers.
Company provides its workers clean filtered drinking
water to keep them healthy and safe from different
diseases.

Sponsorship of road safety stakeholder Conference:

During the year, the Company sponsored the road
safety stakeholder Conference on the topic of
“Sustainable Public Transport — Time to Act” organised
by Institute of Road Safety Traffic Environment Pakistan
held in Lahore. Company spent a sum of Rupees
600,000 in this regard.

Environment Protection:

Wastages and scraps are properly managed and
disposed off. Company’s production scrap is also used
as input material for making new components and in
this way does not pollute the environment.

Contribution To National Exchequer:

Being a responsible citizen, your company has made a
contribution of Rs. 806.59 Million to National
Exchequer during the year in form of income tax, sales
tax, custom duties and excise as compared to 660.70
million of last financial year. The rise is due to increase
in production and sales volumes.

RETIREMENT AND ELECTION OF DIRECTORS OF THE
COMPANY:

The following directors of the Company retired during
the year as on 20.03.2017:

Mr. Mian Asad Hameed

Mr. Mian Zafar Hameed
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Mrs. Saira Asad Hameed

Mr. Mian Muhammad Ali Hameed
Mr. Saeed Igbal Khan

Mr. Ahsan Ejaz

Mrs. Amina Humza Wazir

The company held an Extra Ordinary General Meeting
for election of nine (9) directors, as fixed by Board, as
on 18.03.2017 for tenure of three years effective from
20.03.2017. The names of newly elected directors are as
follows:

Mr. Mian Asad Hameed

Mr. Mian Zafar Hameed

Mrs. Saira Asad Hameed

Mr. Mian Muhammad Ali Hameed
Mr. Saeed Igbal Khan

Mr. Ahsan Ejaz

Mrs. Sana Suleyman

Mr. Anwar Ali

Mr. Humza Amjad Wazir

RETIREMENT AND RE-APPOINTMENT OF CHIEF
EXECUTIVE:

During the year, the Chief Executive Mr. Mian Asad
Hameed retired on completion of his tenure of three
years as on 20.03.2017 and was re-appointed for a term
of next three years as on 27.03.2017 .

During the term of his appointment, he will be entitled
for a monthly remuneration of Rs 0.900 million along
with other benefits and perquisites.

An abstract of his terms of appointment along with
nature of interest of directors in this appointment was
circulated to all the shareholders within due time and is
also being annexed with this report.

APPOINTMENT OF EXECUTIVE DIRECTORS:

After obtaining the approval of shareholders in terms of
section of 188(1)(c) of the Companies, Ordinance, 1984,
the Board appointed the directors, Mr. Saeed Igbal
Khan and Mr. Mian Muhammad Ali Hameed as
Executive Directors of the Company as on 27.03.2017
for a term of three years ending on 20.03.2020.

During the terms of their appointment, they will be
entitled for monthly remuneration of Rs 0.600 million
and 0.250 million respectively.

Abstracts of terms of their appointment along with
nature of interest of directors in these appointments
were circulated to all the shareholders within due time
and are also being annexed to this report.
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ESTABLISHMENT OF BOARD COMMITTEES:

Consequent to the election of new directors, the Board
established the following Committees as on 27.03.2017
in compliance with Code of Corporate Governance,
2012 for a period of three years:

Board Audit Committee:
This Committee is consisted of the following:

Mr. Ahsan Ejaz Independent director Chairman
Mr. Anwar Ali Independent director Member
Mrs. Sana Suleyman Non-executive director Member
Mr. Arshad Mahmood Secretary

Human Resource & Remuneration Committee:
This Committee is consisted of the following:

Mr. Mian Zafar Hameed Non-Executive director Chairman
Mr. Saeed Igbal Khan Executive director Member
Mr. Humza Amjad Wazir Non-Executive director Member
Mr. Arshad Mahmood Secretary

COMPLIANCE WITH CODE OF CORPORATE
GOVERNANCE:

The directors of your company are pleased to state that
your Company is in compliance with the provisions of
Code of Corporate Governance as are applicable for the
current year. The various statements, as required by the
Code, are given below:

e Presentation of Financial Statements The financial
statements, prepared by the management of the
company, present its state of affairs fairly, the
results of its operations, cash flows and changes in
equity;

e  Books of Account Proper books of account of the
company have been maintained;

e Accounting Policies Appropriate accounting
policies have been consistently applied in
preparation of financial statements and accounting
estimates are based on reasonable and prudent
judgement;

e  Compliance with International Financial Reporting
Standards (IFRS) International Financial Reporting
Standards, as applicable in Pakistan, have been
followed in preparation of financial statements and
departure there from (if any) has been adequately
disclosed and explained;

e Internal Control System The system of internal
control is sound in design and has been effectively
implemented and is being monitored continuously.
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The review will continue in future for the
improvement in controls;

e Going Concern There are no significant doubts
upon the Company’s ability to continue as a going
concern;

e  Best Practices of Corporate Governance There has
been no material departure from the best practices
of corporate governance, as detailed in the listing
regulations wherever applicable to the Company
for the year ended June 30, 2017.

e Financial Data of Last Years Key operating and
financial data of last six years is annexed as per
annexure “A”

Dividend The Board of Directors, at their meeting held
on September 25, 2017 has recommended issuance of
20% bonus shares i.e. 20 ordinary shares for every 100
ordinary shares subject to the approval of shareholders
in the forthcoming 26th Annual General Meeting of the
Company. This is in addition to Interim cash dividend of
Rupee 1.25 per share i.e., 12.50% already paid.

Outstanding Statutory Dues The outstanding statutory
dues are given in notes to the financial statements.

Significant Plans and Decisions:
To explore new business opportunities in automobile
sector.

Code of Business Conduct: The Company has prepared a
“Code of Business Conduct” and has ensured that
appropriate steps have been taken to disseminate it
throughout the company along with its supporting
policies and procedures. It has also been placed on the
company’s web site.

Attendance in Board and Committees’ Meetings: The
number of board and committees’ meetings held during
the year and attendance by each director is given
below:

Audit HR&R
Board i +
Committee  Committee

Total Meetings Held 9 4 2
Meetings Attended by the Directors:
Mr. Mian Asad Hameed 9 N/A N/A
Mr. Mian Zafar Hameed 9 3 =
Mr. Saeed Igbal Khan 9 N/A 2
Mr. Mian Muhammad Ali 9 3 N/A
Hameed
Mrs. Saira Asad Hameed 8 N/A N/A

Mr. Ahsan Ejaz 8 3 2
Mrs. Amina Humza Wazir

(Retired during the year) 2 Ll 2
Mrs. Sana Suleyman

(Newly elected during the year) 2 L Ll
Mr. Anwar Ali

(Newly elected during the year) 2 t N
Mr. Humza Amjad Wazir 2 N/A

(Newly elected during the year)

e lLeave of absence was granted to the Directors who
could not attend the Board Meeting.

Directors’ Training Programs during the year: Out of
nine, four directors namely Mrs. Saira Asad Hameed,
Mr. Mian Muhammad Ali Hameed, Mr. Ahsan Ejaz and
Mrs. Sana Suleyman have acquired the Directors’
Training Programme (DTP) from SECP approved
Institutions whereas three directors namely Mr. Mian
Asad Hameed, Mr. Mian Zafar Hameed and Mr. Saeed
Igbal Khan fall under the exemption criteria under
clause 5.19.7 of PSX Regulations. The remaining two
newly elected directors namely Mr. Humza Amjad Wazir
and Mr. Anwar Ali will acquire the DTP in the next
financial year.

Pattern of Shareholding: The pattern of shareholding is
annexed as per annexure “B” and “B/1”.

Trading in Company’s Shares by Directors, executives
and their spouses and minor children during the year:

Purchase, sale of Shares and change in beneficial
ownership:

Purchase Sale
Mr. Mian Zafar ) 35,500
Hameed
There was no other reported transaction of sale or
purchase of shares of the company by Executives,
Company Secretary, Chief Financial Officer and their
spouses or minor children during the period under
review.

AUDITORS:

The present auditors retire and being eligible offers
themselves for reappointment. The Audit Committee

and the Board of Directors have also recommended for their
reappointment.

EMPLOYEES RELATIONS:

The management and employees relationship is very
cordial and it is hoped that both will work with the
same spirit to achieve the desired goals of the
Company.
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ACKNOWLEDGEMENT:

We would like to place on record our appreciation for We would also like to express our gratitude to our
the untiring efforts, teamwork and dedication shown by valued shareholders, customers, suppliers and financial

the Company’s employees during the year under institutions for their continued support to the Company.
review.

Lahore:
September 25, 2017

For and on behalf of the Board

MIAN ASAD HAMEED SAEED IQBAL KHAN
CHIEF EXECUTIVE DIRECTOR
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