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DIRECTORS’ REPORT

The directors of your company are pleased to present
the 27" Annual Report along with the audited financial
statements of the Company for the year ended 30"
June 2018:

BUSINESS OVERVIEW:

The Company is principally engaged in the
manufacturing and sale of Auto Rickshaws, Tractor
Wheel Rims and home appliances 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 Government has been successful in maintaining the
law & order position in the country throughout the year
specially in Karachi. This has helped the Company not
only to maintain but also to strengthen its market share
of Auto Rickshaws.

The tractor industry has regained its market position
during the period under review and has shown an
impressive increase of 33.20% 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.

FINANCIAL RESULTS:

2018 2017
(Rupees) (Rupees)

Profit before taxation 254,678,642 204,113,745
Provision for taxation 68,673,624 61,291,804
Profit after taxation 186,005,018 142,821,941
Other comprehensive loss
for the year (2,428,937) (9,024,382)
Un appropriated Profit
brought forward 558,119,886 482,732,527
Profit available for
appropriation 741,695,967 616,530,086
Appropriations:
Interim Cash dividend Nil
(2017:12.50%) - 22,465,460
Reserve for issuance of
Bonus share Nil (2017:
20%) - 35,944,740

- 58,410,200
Un appropriated profit
carried forward 741,695,967 558,119,886
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Sales Revenue:

The overall net sales revenue of the Company has
increased by 9.68% from Rupees 3,618.14 million to
Rupees 3,968.22 million during the period under review
showing an improvement in performance of the
company. AL-HAMDOLILLAH.

Segment wise: The net sale of Auto Rickshaws has
increased from Rupees 3,121.31 million to Rupees
3,335.89 million reflecting a growth of 6.87%. The net
sale of automotive parts has increased by 25.13 % from
Rupees 493.59 million to Rupees 617.63 million. The net
sales of home appliances has increased from Rupees
3.25 million to Rupees 14.68 million compared with the
corresponding period of last year.

The sale of auto rickshaw also includes an export sale of
Rupees 52.58 million showing a decrease of 6.77% as
compared to the last financial year export of Rupees
56.40 million. During the year, Company exported Auto
Rickshaws to Afghanistan, Japan and Iraqg.

By the Grace of Almighty Allah, the Company has
registered a highest sale volume in the current financial
year. The Company has consolidated its market share
and also achieved a growth in sale volume of Auto
Rickshaw. During the year, the company sold 21,978
units of Auto Rickshaws as compared to 21,109 units
sold in last financial year.

The revival of tractor industry is good for the Company
due to which tractor assemblers placed higher orders of
tractor wheel rims on the Company which has made a
substantial contribution in increasing the sales revenue
and profitability of the Company.

The sale of home appliances has increased due to their
higher demand in the market.

Gross Profit:

Company’s gross profit has increased from Rupees
379.48 million to Rupees 444.91 million showing an
increase of Rupees 65.43 million compared with the
corresponding period of last year. The gross profit ratio
has also inclined from 10.49% to 11.21%.

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 204.11 million to Rupees 254.68 million showing
an increase of Rupees 50.56 million compared with the
corresponding period of last year.

Earnings Per Share:

The Earnings per share of the Company has increased
from Rs. 6.62 (restated) to Rs.8.62 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 21,722 units of
Auto Rickshaws is reflecting a 2.50% rise, compared
with 21,193 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
106,593 compared with 94,307 during the same
corresponding period of last year showing an increase
of 13.02%.

RISKS AND UNCERTAINTIES:
Risks:

The company is exposed to a large number of internal
and external risks. Risk is the chance of happening of an
event that can prevent the company from achieving its
objectives.

All Risks cannot be eliminated, these can be managed,
mitigated and transferred to third party.

The board of directors has overall responsibility to
establish and oversee the Company’s Risk Management
framework.

The board has established Risk Management Policies for
the governance of risks and determination of company’s
level of risk tolerance. The board reviews annually to
ensure that the management has maintained a sound
system of risk identification, risk management and
related internal controls to safeguard the assets,
resources, reputation and interest of the company and
shareholders. The system is subject to continuous

monitoring for its further improvement.

The following are some of principal risks being faced by
the company:

Law and Order Position:

The Company is carrying a major market share of auto
rickshaw 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.

Availability and Prices of Raw Material:

Due to closure of Pakistan Steel Mill, the production of
tractor wheel rims and sheet metal components of auto
rickshaw is dependent on the availability of imported
steel in the International market, therefore, any hurdle
in its availability and volatility of its prices may
adversely affect the production, input cost and supply
of tractor wheel rims and sheet metal components of
auto rickshaw.

Further any failure or hurdle in supply of critical parts of
auto rickshaws, which are procured from single source,
may disturb the production of auto rickshaws. To avoid
such kind of situation, company carries higher level of
stocks of those parts and continuously monitor the
supply chain and keeps close contact with the supplier
to solve any issue at an early stage.

Currency Devaluation:

Material devaluation of Pak Rupee, if any, may
deteriorate the profitability of the Company. The
company has a planning of availing the hedging and
forward cover booking of foreign currency facility upon
its availability (if it is feasible).

Economic & Political conditions:

Overall stable economic and political conditions in the
country have a significant influence on the company’s
success. Any instability may have adverse effects on the
company’s revenue and profitability.

General Market Conditions:

The product range of the company in auto rickshaw
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category is very successful and contributes to it in
advantageous position compared with the competitors.
Any aggressive pricing policy, introduction of new
products and aggressive change in after sales policy by
competitors may result in lower revenue, lower
profitability or lower market share of the company.

The company carries out continuous monitoring of
competitors in order to recognize these risks at an early
stage. Depending on the situation, product-specific and
possible regionally different measures are taken to
support the weaker markets.

Regulatory and Taxation Policy:

The automotive industry is subject to various
governmental regulations. Any adverse and sudden
change in the Governments’ taxation and regulatory
policy may have considerable impact on the company’s
future business.

Sudden break down of Plant & Equipment:

Any sudden break down of manufacturing plant and
equipments may lead to stoppage of production and
can create a risk in achieving the desired business
targets. In order to secure and enhance the long term
future viability of production facilities, the equipments
are continually maintained and modernized.

The natural disasters are out of control of the company.
However, the company takes appropriate precautionary
measures, as far as possible, and also arrange insurance
policies.

Financial Risks:

These risks have been stated in note 41 to the audited
financial statements.

Warranty cases:

Warranty cases could arise if the quality of the products
does not meet the requirements and regulations are
not complied with or support is not provided in the
required form in connection with product problems and
product care. Possible claims with such risks are
examined and if necessary appropriate measures are
taken for the affected products. The company works
continuously to maintain the product quality at required
level to supply the best possible products to the
customers.

Uncertainties:

e Volatility in prices of raw materials
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e New government’s taxation and regulatory policies
e Pak Rupee parity against foreign currencies

e Law and order situation in the country

e Supply of electricity to the industry

e Political and economic stability

e |Inflation Rate

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 the Directors’ Report
and financial statements.

CASH DIVIDEND:

The Board of Directors, at their meeting held on
September 24, 2018 has not recommended a cash
dividend keeping in view the requirement of funds for
the setting up of new project for the
manufacturing/assembly of four wheeler vehicles.

FUTURE OUTLOOK:

The new government has to face big economic
challenges including depleting foreign reserves due to
widening of current account deficit and repayment of
previous loans, rising inflation rate, foreign policy etc.
The government has to put in place a very
comprehensive plan to manage the current situation
prudently and has to take corrective measures to boost
the economic activities in the country.

Very short time has passed since the new government
has formed. It is hoped that soon the government will
introduce its policies to put the economy on right track
of prosperity. Insha Allah.

Your company is keeping close eye on the situation and
efforts are being made not only to maintain the existing
growth rate of business but also to increase the market
share of its products.

4-Stroke Auto Rickshaw:

Auto Rickshaw is playing a significant role in fulfilling the
transportation needs of the general public. Urbanization
trend of the society and enlargement of big cities is
creating more demand of public transport facility. Auto
rickshaw has become a key source for the movement of
people from one place to other due to its availability at
the door step of the people.

Constant devaluation of Pak Rupee has increased the
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input cost of auto rickshaws that forced the company to
increase the prices of its products during the current
financial year as well as subsequent to the period under
review. It is estimated that the rise in prices of auto
rickshaws may slow down the sales volume in the
coming periods.

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:

Tractor industry has regained its market position and
showed a substantial growth in current financial year. It
is hoped that this growing trend will continue in coming
financial year and your company will receive increased
orders of wheel rims from the tractor assemblers.

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

Exports:

Your Company is continuously making efforts to
increase exports of Auto Rickshaw to Afghanistan, Japan
and other countries and it is hoped that the Company
will receive increased orders in the coming financial
year.

BUSINESS EXPANSION:
Passenger and Off-Road Vehicles:

During the year, the Company has entered into a
Vehicle Assembly and Cooperation Agreement with a
renowned Chinese Automobile manufacturer for the
manufacture/ assembly of passenger and off-road
vehicles under brand “BAIC”.

The setting up of the project is under process and is
estimated to be completed by June 30, 2019 with a
production capacity of 24,000 units per annum.

Initially the cost of project was estimated at Rs. 1,760
million excluding the value of land which is already
owned by the Company. However, due to constant
devaluation of Pak Rupee, the company is in the process
of reviewing the project cost.

The principle risks associated with this project are given

below:

e Any adverse change in regulatory policies
specifically auto development policy 2016-21

Product acceptability by the customers

Devaluation of Pak Rupee

e Large number of competitors

Purchase of additional land: During the year, the
Company also purchased nearly 55 kanals5.14 Marla
of land adjacent to the existing land of proposed four
wheeler project valuing Rs. 87.86 million to fulfil the
future needs of the project.

Holding of Auto Rickshaw Expansion Facilities:

Considering the potential growth and future prospects
of the automobile sector in Pakistan and in order to
facilitate the timely completion of the new four
wheeler Project; the Board had decided to hold the
expansion of auto rickshaws production facilities during
the period under review.

The production of Auto Rickshaws will continue at the
existing production facilities of the Company and the
growing market demand of the auto rickshaws shall be
met by increasing the production hours of these
production facilities.

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. 300,000/- in cash
and donated three units of auto rickshaw ambulances
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. 436,390/- on the welfare of
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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. The
Company spent Rs. 993,050 during this 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 27 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.

Workforce Training:

Workforce development is very significant for the
progress of industrial sector. The Company is
committed for human resource development for the
automotive sector. The new appointees are trained
before they are sent to production line. Measures are
also taken to improve their skills and performance.

Safety:

The Company takes different safety measures to safe
guard its man force and working environment.
Company provides safety goggles, Gloves, safety shoes,
welding shields, etc, to its workers. Work places are
cleaned properly to avoid slips and fall. Hazardous
materials are stored in designated area. The Company
also takes measures to avoid the occurrence of
accidents. First aid facility, fire extinguishers, dedicated
Company owned Ambulance Service has been made
available for the emergency situation.

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
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contribution of Rs. 914.09 Million to National
Exchequer during the year in form of income tax, sales
tax, custom duties and excise as compared to 806.59
million of last financial year. The rise is due to increase
in production and sales volumes.

REVISION IN REMUNERATION PACKAGES OF THE CHIEF
EXECUTIVE AND EXECUTIVE DIRECTORS:

During the year, the monthly remuneration packages of
the Chief Executive and Executive Directors were
revised effective from April 01, 2018. The detail is given
below:

Monthly
Name of Executives Remuneration
Rupees
Mian Asad Hameed, Chief 1,900,000
Executive
Se.leed Igbal Khan, Executive 900,000
Director
Mian Muhamma.d AIIA 350,000
Hameed, Executive Director

There was no other change in terms and conditions of
their appointments.

DIRECTORS’ REMUNERATION POLICY:

The Policy has been designed to enable the Company to
attract, motivate and retain the executive and non-
executive directors and to govern the Company
successfully and to encourage the value addition.

Remuneration of Executive Directors including Chief
Executive:

The level of remuneration be appropriate and
commensurate with the role and level of
responsibilities, qualification, experience, expertise,
industrial practices and trends in the market to attract
and retain the Executive Directors including Chief
Executive who are needed to govern the Company
successfully and to encourage the value addition
without compromising their independence.

The Executive Directors and the Chief Executive of the
Company are not entitled for the meeting attending fee.

Remuneration of Non-Executive Directors including
Independent Directors:

No Remuneration is paid to non-executive directors
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except the meeting attending fee.

The Board determines the amount of meeting attending
fee to encourage the non-executive directors for
spending their valuable time for the preparation of and
their active participation in the meeting of the Board of
Directors or Committees.

COMPLIANCE WITH CODE OF CORPORATE
GOVERNANCE:

The board is committed to the principles of good
corporate governance. The board is pleased to confirm
that the Company is in compliance with Corporate and
Financial Reporting Framework of the Code of
Corporate Governance as are applicable for the current
year and states that:

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.
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 are applicable to the
Company for the year ended June 30, 2018.

e  Financial Data of Last Years Key operating and

financial data of last six years is annexed as per
annexure “A”

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.

Composition of Board:

The total number of directors are (9)nine as per the
following:

a. Male : (7) seven
b. Female :(2) two

The composition of board is as follows:

a. Executive directors including Chief Executive:
Mr. Mian Asad Hameed
Mr. Saeed Igbal Khan
Mr. Mian Muhammad Ali Hameed

b. Non-Executive Directors:
Mrs. Saira Asad Hameed
Mrs. Sana Suleyman
Mr. Mian Zafar Hameed
Mr. Humza Amjad Wazir

c. Independent Directors:
Mr. Ahsan Ejaz
Mr. Anwar Ali

Committees of the Board:

The Board Committees and their members have been
stated on page number 02 of the Annual Financial
Statements.

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:

Board Audit HR&R
Committee  Committee
Total Meetings Held 5 5 2
Meetings Attended by the Directors:
Mr. Mian Asad Hameed 5 N/A N/A
Mr. Mian Zafar Hameed 5 N/A 1
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Mr. Saeed Igbal Khan 5 N/A 2
Mr. Mian Muhammad Ali

Hameed - i N/a
Mrs. Saira Asad Hameed 5 N/A N/A
Mr. Ahsan Ejaz 5 5 N/A
Mrs. Sana Suleyman 5 5 N/A
Mr. Anwar Ali 5 4 1
Mr. Humza Amjad Wazir 4 N/A 2

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

Directors’ Training Programs during the year: The
Company is in compliance of certification of Directors
Training Programme. Out of nine, four directors have
acquired the Directors’ Training Programme (DTP) from
SECP approved Institutions whereas three directors fall
under the exemption criteria of Listed Companies (Code
of Corporate Governance) Regulations 2017.

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:

Directors & Executives: Purchase Sale

Mr. Mian Asad Hameed 1,460,811 (Including bonus shares
1,436,963 and inherit
shares 15,331)

Mr. Mian Zafar Hameed 16,281 (Bonus shares 950 and 9,281

inherit shares 15,331)
Mrs. Saira Asad Hameed 217,355 (Bonus Shares)
Mr. Saeed Igbal Khan 154,174 (Bonus Shares)
Mr. Mian Muhammad 399,824 (Bonus Shares) -
Ali Hameed
Mrs. Sana Sulayman 2,280 (Bonus Shares) -
Mr. Humza Amjad Wazir 106 (Bonus Shares)
Mr. Ahsan Ejaz 190 (Bonus Shares) -
Mr. Anwar Ali 105 (Bonus Shares)
Mr. Arshad Mahmood 2,383 (Bonus Shares) -
Spouses:
Mr. Muhammad 3,800 (Bonus Shares)

Suleyman Khan

placed before the board for its consideration and action
for necessary improvement wherever it has been
identified.

AUDITORS:

The present auditors retire and being eligible offers
themselves for reappointment. The Audit Committee
and the Board of Directors 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.

ACKNOWLEDGEMENT:

We would like to place on record our appreciation for
the untiring efforts, teamwork and dedication shown by
the Company’s employees during the year under
review.

We would also like to express our gratitude to our
valued shareholders, customers, suppliers and financial
institutions for their continued support to the Company.

Lahore:
September 24, 2018

For and on behalf of the Board

Mrs.  Amina  Humza 3,792 (Bonus Shares)

Wazir

Mrs.  Ambreen Zafar 238 (Bonus Shares)

Hameed

Mrs. Naghmana Saeed 58,803 (Bonus Shares)

Mrs. Navin Anwar Al 238 (Bonus Shares) -

PERFORMANCE EVALUATION OF BOARD, COMMITTEES
AND INDIVIDUAL DIRECTORS:

The board has put in place a mechanism for the
performance evaluation of its own, its committees and
individual directors.

During the year, HR&R Committee has undertaken the
evaluation process. The results were compiled and
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