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COVER CONCEPT
The Company has always won the hearts of the 

customers with its modern and futuristic product 

range. This innovative approach has helped the 

company to succeed on many fronts. The concept 

“Exploring new dimensions of progress” is 

represented in this visual. This makes use of the 

symbolic arrows that represent new dimensions, 

exploration, innovation and progress. Shades of 

red and orange highlight aggressive growth and 

success.
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I am pleased to present you the condensed 
interim financial statements for the period ended 
September 30, 2018. 

THE ECONOMY
The new government has started taking the much-
needed steps to address the twin deficits facing 
the economy. The utility prices have been raised 
and made significant amendments to the Federal 
Budget 2018-19. To moderate the pressure on 
the external front, measures to stimulate exports 
and contain non-essential imports have also been 
taken. The exports for Q1 improved by 4.56% to 
US$ 5.39 billion and imports almost remained 
stagnant at US$ 14.26 billion. The remittances 
also improved by 13.14% to US$ 5.41 billion in 
quarter ended Sep-2018. However, the external 
side continued to remain under pressure with 
Current Account deficit rising by 10% to USD 
3.46 billion, necessitating further policy actions, 
especially in the face of rising international oil 
prices. Resultantly, import cover has dropped to 
8 weeks from 14 weeks a year earlier. The forex 
reserves declined to US$ 14.89 billion and Pak 
Rupee slipped further by 8% against US$ - making 
it more than 27% devaluation since Dec-17. 
Acknowledging the need for further consolidation, 
and to ensure macroeconomic stability, the 
Monetary Policy Committee decided to raise the 
SBP Discount Rate by 100 bps to 8.5%. This move 
takes the cumulative hike in interest rate to 275 
bps (2.75%) during the ongoing calendar year. 

The government announced to enter the 
International Monetary Fund (IMF) program, 
while mulling over options other than the IMF 
for bridging the external account gap. Besides 
providing immediate relief to the dwindling forex 
reserves, entry into an IMF program is likely to 
enhance the credibility of Pakistan in the eyes of 
global financial community and pave the way for 
fetching flows from multilateral agencies such as 
the World Bank, Asian Development Bank, Islamic 
Development Bank and facilitate access to the 
international capital markets.  

Initially these policy measures could lead to 
slower economic growth, higher inflation and 
interest rates, and tighter financial discipline. 
If these policy measures are followed up with 
critical structural reforms, such as broadening 
the tax base, eradicating corruption, improving 
governance, restructuring or privatization of 
Public Sector Enterprises (PSEs), making local 
industries exports competitive and decreasing the 
transmission & distribution losses in the energy 
chain; the economy will be on the path of higher 
growth rate and financial sustainability more 
quickly.

COMPANY OPERATIONS   
The automobile industry remained positive during 
the period with growth of 5.47% in the quarter 
ended Sep-18, over the same period of last year. 
Overall the industry production for six months’ 
period ended Sep-18 was 113,540 units against 
102,405 units, showing increase of 10.87%. The 
sales during this period also improved by 8.51% 
to 109,678 units against 101,081 units. However, 
due to rupee devaluation and a couple of price 
revisions by all OEMs, the booking inflow has been 
declined, which may slow down the growth in the 
coming quarters. 

During first half of the year, the company produced 
26,578 units against 23,769 units with growth of 
11.82%. The sale was also improved to 25,940 
units against 23,676 units, showing increase of 
9.56%. 

BUSINESS OPERATIONS
The company earned net sales revenue of Rs 
49,671.6 mln against Rs 43,948.3 mln for the six 
months’ period ended September 2018. The cost 
of sales was Rs 45,879.8 mln against Rs 38,240.4 
mln last period. Thus the company earned gross 
profit of Rs 3,791.8 mln against Rs 5,707.9 mln, 
showing decline of 33.6%. The main reason 
for drop in gross profit was rupee devaluation, 
whereby the company passed on partial price 
differential to the customers and have to bear a 
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part of cost increase. The general administrative 
& selling expenses were Rs 738.2 mln against Rs 
637.8 mln. The return on cash management was 
Rs 809.4 mln against Rs 953.7 mln. The financial & 
other charges were Rs 617.0 mln against Rs 516.4 
mln. Thus the profit before tax was Rs 3,246.0 mln 
against Rs 5,507.4 mln in the same first half of 
last year. After tax provisions, the net profit was Rs 
2,080.8 mln against Rs 3,704.0 mln. The earnings 
per share for the first half was Rs 14.57. 

FUTURE OUTLOOK
The economy is facing big challenges ahead and 
it is very important to address the fiscal & current 
account deficits, rising debt obligations and 
falling foreign exchange reserves. This requires 
mobilizing substantial external financing to buy 
time for orderly reform to reduce the large external 
and domestic imbalances. The key challenges 
are to adopt the right reforms and achieve good 
outcomes to sustain public support. With these 
measures, the economy has growth prospects for 
the current fiscal year on the strength of improved 
security and energy supply, continued investment 
in the CPEC and other initiatives, and recognition 
of the need to rein in deficits. 

Challenges to maintaining growth momentum 
are strict monetary and fiscal policies to contain 
domestic demand, currency depreciation, and 
tension in the global trade environment. The water 
shortages in some areas are likely to restrain 
agricultural production. Growth in manufacturing 
and services might be affected by fiscal and 
monetary tightening. The average annual inflation 
is projected to increase this year because of 
currency depreciation and elevated international 
oil prices. Another devaluation of Pak Rupee and 
increase in markup rate cannot be ruled out, 
unless concrete measures are taken to beef up the 
forex reserves & strict fiscal discipline – sooner 
than later. 

With the incentives announced for the textile 
industry coupled with benefits of rupee 

devaluation, the exports are expected to expand. 
Import will be contained by some scaling back 
of budgeted expenditure, additional import 
duties & taxes and tighter monetary policy. The 
current account balance will benefit as well from 
more stable prices for oil and other imported 
commodities. Worker remittances will continue to 
cushion the current account.

The company will show resilience to the 
challenging business environment and focus to 
maintain its product quality and best after sales 
services to the customer.
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INDEPENDENT AUDITOR’S REVIEW REPORT
TO THE MEMBERS OF HONDA ATLAS CARS (PAKISTAN) LIMITED

1 Management /
Company’s Structure 2 Review Report

REPORT ON REVIEW ON INTERIM FINANCIAL STATEMENTS

INTRODUCTION
We have reviewed the accompanying condensed interim statement of financial position of Honda Atlas 
Cars (Pakistan) Limited as at September 30, 2018 and the related condensed interim statement of profit 
or loss, condensed interim statement of comprehensive income, condensed interim statement of changes 
in equity, condensed interim statement of cash flows and notes to the financial statements for the six-
month period then ended (here-in-after referred to as the “interim financial statements”). Management 
is responsible for the preparation and presentation of this interim financial statements in accordance 
with accounting and reporting standards as applicable in Pakistan for interim financial reporting. Our 
responsibility is to express a conclusion on these financial statements based on our review. The figures 
of the condensed interim statement of profit or loss and condensed interim statement of comprehensive 
income for the three-month periods ended September 30, 2017 and 2018 have not been reviewed, as we 
are required to review only the cumulative figures for the six-month period ended September 30, 2018. 

SCOPE OF REVIEW
We conducted our review in accordance with International Standard on Review Engagements 2410, 
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity”. A review of 
interim financial statement consists of making inquiries, primarily of persons responsible for financial and 
accounting matters and applying analytical and other review procedures. A review is substantially less in 
scope than an audit conducted in accordance with International Standards on Auditing and consequently 
does not enable us to obtain assurance that we would become aware of all significant matters that might 
be identified in an audit. Accordingly, we do not express an audit opinion. 

CONCLUSION
Based on our review, nothing has come to our attention that causes us to believe that the accompanying 
interim financial statements are not prepared, in all material respects, in accordance with the accounting 
and reporting standards as applicable in Pakistan for interim financial reporting.

The engagement partner on the audit resulting in this independent auditor’s report is Khurram Akbar 
Khan.
 

A. F. Ferguson & Co.
Chartered Accountants

Lahore

Date: November 13, 2018
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		  Un-audited	 Audited
		  September 30,	 March 31,
Rupees in thousand 	 Note	 2018	 2018

EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Authorised share capital
200,000,000 (March 31, 2018: 200,000,000)
	 ordinary shares of Rs 10 each		   2,000,000 	  2,000,000
Issued, subscribed and paid up share capital
142,800,000 (March 31, 2018: 142,800,000)
	 ordinary shares of Rs 10 each		   1,428,000 	  1,428,000
Reserves		   12,306,000 	  9,706,000
Un-appropriated profit		   2,171,580 	  5,939,492
			    15,905,580 	  17,073,492

NON-CURRENT LIABILITIES
Deferred liability		   116,615 	  93,385
Deferred taxation		   365,630 	  433,591
Deferred revenue		   12,133 	  12,838
			    494,378 	  539,814

CURRENT LIABILITIES
Current portion of deferred revenue		   4,380 	  3,026
Short term borrowings - secured		   -   	  -
Accrued mark-up		   39 	  782
Unclaimed dividend		   56,852 	  22,600
Trade and other payables		   30,119,100 	  41,169,065
			    30,180,371 	  41,195,473
CONTINGENCIES AND COMMITMENTS	 6
			    46,580,329 	  58,808,779

ASSETS
NON-CURRENT ASSETS
Property, plant and equipment	 7	  4,827,618 	  4,991,899
Intangible assets		   258,347 	  305,124
Capital work-in-progress	 8	  102,210 	  76,348
Long term trade debts		   36,281 	  -
Long term loans and advances		   213,287 	  189,023
Long term deposits		   4,042 	  4,042
			    5,441,785 	  5,566,436
CURRENT ASSETS
Stores and spares		   153,566 	  138,779
Stock-in-trade		   13,664,874 	  8,208,043
Trade debts		   572,371 	  92,441
Loans, advances, prepayments and other receivables	 9	  12,434,483 	  13,135,180
Short term investments		   12,999,646 	  20,674,900
Cash and bank balances		   1,313,604 	  10,993,000
			    41,138,544 	  53,242,343
			    46,580,329 	  58,808,779

The annexed notes 1 to 18 form an integral part of these condensed interim financial statements.

CONDENSED INTERIM
STATEMENT OF FINANCIAL POSITION
AS AT SEPTEMBER 30, 2018 (UN-AUDITED)

Yusuf H. Shirazi
Chairman

Mr. Ahmad Umair Wajid
Chief Financial Officer

Hironobu Yoshimura
Chief Executive
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CONDENSED INTERIM
STATEMENT OF PROFIT OR LOSS
FOR THE THREE-MONTH AND SIX-MONTH PERIOD ENDED SEPTEMBER 30, 2018 (UN-AUDITED)

Yusuf H. Shirazi
Chairman

Mr. Ahmad Umair Wajid
Chief Financial Officer

Hironobu Yoshimura
Chief Executive

			   Three-month period ended	 Six-month period ended

			   September 30,	 September 30,	 September 30,	 September 30,
Rupees in thousand	 Note	 2018	 2017	 2018	 2017

Sales	 10	  25,817,323 	  22,890,168 	  49,671,603 	  43,948,297
Cost of sales	 11	  (24,169,268)	  (20,172,498)	  (45,879,834)	  (38,240,363)

Gross profit 		   1,648,055 	  2,717,670 	  3,791,769 	  5,707,934

Distribution and marketing costs		   (165,466)	  (192,645)	  (356,337)	  (341,437)
Administrative expenses		   (215,340)	  (160,074)	  (381,832)	  (296,361)
Other income		   360,261 	  487,353 	  809,429 	  953,656
Other expenses		   (263,564)	  (256,313)	  (610,663)	  (509,919)

			    (284,109)	  (121,679)	  (539,403)	  (194,061)

Profit from operations		   1,363,946 	  2,595,991 	  3,252,366 	  5,513,873

Finance cost		   (1,968)	  (3,059)	  (6,367)	  (6,477)

Profit before taxation		   1,361,978 	  2,592,932 	  3,245,999 	  5,507,396

Taxation		   (331,660)	  (975,165)	  (1,165,211)	  (1,803,358)

Profit for the period		   1,030,318 	  1,617,767 	  2,080,788 	  3,704,038

Earnings per share-basic and diluted (Rupees)	  7.22 	  11.33 	  14.57 	  25.94

The annexed notes 1 to 18 form an integral part of these condensed interim financial statements.
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			   Three-month period ended	 Six-month period ended

			   September 30,	 September 30,	 September 30,	 September 30,
Rupees in thousand		  2018	 2017	 2018	 2017

Profit for the period		   1,030,318 	  1,617,767 	  2,080,788 	  3,704,038

Other comprehensive income:

Items that may be reclassified
	 subsequently to profit or loss		   -   	  -   	  -   	  -

Items that will not be subsequently
	 reclassified to profit or loss		   -   	  -   	  -   	  -

			    -   	  -   	  -   	  -

Total comprehensive income for the period	  1,030,318 	  1,617,767 	  2,080,788 	  3,704,038

The annexed notes 1 to 18 form an integral part of these condensed interim financial statements.

CONDENSED INTERIM
STATEMENT OF COMPREHENSIVE INCOME
FOR THE THREE-MONTH AND SIX-MONTH PERIOD ENDED SEPTEMBER 30, 2018 (UN-AUDITED)

Yusuf H. Shirazi
Chairman

Mr. Ahmad Umair Wajid
Chief Financial Officer

Hironobu Yoshimura
Chief Executive
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		  Capital Reserve	 Revenue Reserves
		  Share	 Share	 General 	 Un-appropriated 
Rupees in thousand	 capital	 premium	  reserve 	 profit	 Total

Balance as on April 1, 2018 (audited)	  1,428,000 	  76,000 	  9,630,000 	  5,939,492 	  17,073,492

Appropriation of reserves
Transfer to general reserve	  -   	  -   	  2,600,000 	  (2,600,000)	  -

Total comprehensive income for the period

Profit for the period 	  -   	  -   	  -   	  2,080,788 	  2,080,788
Other comprehensive income for the period	  -   	  -   	  -   	  -   	  -

		   -   	  -   	  -   	  2,080,788 	  2,080,788

Transactions with owners,
	 recognised directly in equity
Final dividend for the year ended
	 March 31, 2018 @ Rupees 22.75 per share 	  -   	  -   	  -   	  (3,248,700)	  (3,248,700)

Balance as on September 30, 2018 (un-audited)	 1,428,000 	  76,000 	  12,230,000 	  2,171,580 	  15,905,580

Balance as on April 1, 2017 (audited)	  1,428,000 	  76,000 	  5,430,000 	  6,130,847 	  13,064,847

Appropriation of reserves
Transfer to general reserve	  -   	  -   	  4,200,000 	  (4,200,000)	  -

Total comprehensive income for the period

Profit for the period 	   -   	  -   	  -   	  3,704,038 	  3,704,038
Other comprehensive income for the period	  -   	  -   	  -   	  -   	  -

		   -   	  -   	  -   	  3,704,038 	  3,704,038

Transactions with owners,
	 recognised directly in equity
Final dividend for the year ended
	 March 31, 2017 @ Rupees 13.00 per share 	  -   	  -   	  -   	  (1,856,400)	  (1,856,400)
Additional dividend for the year ended
	 March 31, 2017 @ Rupees 4.18 per share	  -   	  -   	  -   	  (596,904)	  (596,904)

		   -   	  -   	  -   	  (2,453,304)	  (2,453,304)

Balance as on September 30, 2017 (un-audited)	 1,428,000 	  76,000 	  9,630,000 	  3,181,581 	  14,315,581

The annexed notes 1 to 18 form an integral part of these condensed interim financial statements.

CONDENSED INTERIM
STATEMENT OF CHANGES IN EQUITY
FOR THE SIX-MONTH PERIOD ENDED SEPTEMBER 30, 2018 (UN-AUDITED)

Yusuf H. Shirazi
Chairman

Mr. Ahmad Umair Wajid
Chief Financial Officer

Hironobu Yoshimura
Chief Executive
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CONDENSED INTERIM
STATEMENT OF CASH FLOWS
FOR THE SIX-MONTH PERIOD ENDED SEPTEMBER 30, 2018 (UN-AUDITED)

		  Six-month period ended
		  September 30,	 September 30,
Rupees in thousand 	 Note	 2018	 2017

Cash flows from operating activities
Cash (used in)/generated from operations	 13	  (10,658,671)	  7,561,870
Finance cost paid		   (102)	  (99)
Employees’ retirement benefits and other obligations paid		   (2,046)	  (1,897)
Net increase in loans to employees		   (39,043)	  (91,182)
Increase in long term trade debts		   (36,281)	  -
Income tax paid		   (2,172,404)	  (1,998,439)
Royalty paid		   (976,520)	  (1,137,399)
Net increase in deferred revenue		   2,608 	  2,407

Net cash (outflow)/inflow from operating activities		   (13,882,459)	  4,335,261

Cash flows from investing activities
Purchase of property, plant and equipment		   (310,769)	  (302,161)
Purchase of intangible assets		   -   	  (3,746)
Proceeds from disposal of property, plant and equipment		   26,615 	  18,291
Interest received		   172,381 	  288,386
Realised gain on short term investments		   32,949 	  240,606
Purchase of short term investments		   -   	  (1,330,454)
Proceeds from disposal of short term investments		   2,283,830 	  -

Net cash inflow/(outflow) from investing activities		   2,205,006 	  (1,089,078)

Cash flows from financing activities
Dividends paid		   (3,214,448)	  (2,440,606)

Net cash outflow from financing activities		   (3,214,448)	  (2,440,606)

Net (decrease)/increase in cash and cash equivalents		   (14,891,901)	  805,577
Cash and cash equivalents at the beginning of the period		   24,172,643 	  25,412,597

Cash and cash equivalents at the end of the period	 14	  9,280,742 	  26,218,174

The annexed notes 1 to 18 form an integral part of these condensed interim financial statements.

Yusuf H. Shirazi
Chairman

Mr. Ahmad Umair Wajid
Chief Financial Officer

Hironobu Yoshimura
Chief Executive
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1.	 LEGAL STATUS AND NATURE OF BUSINESS
	 Honda Atlas Cars (Pakistan) Limited (the ‘Company’) is a public company limited by shares incorporated 

in Pakistan on November 4, 1992 under the Companies Ordinance, 1984 (now Companies Act, 2017). 
The Company is a subsidiary of Honda Motor Co., Ltd., Japan. The Company’s ordinary shares are listed 
on the Pakistan Stock Exchange Limited. The registered office of the Company is situated at 1-Mcleod 
Road, Lahore, and its manufacturing facility is located at 43 km, Multan Road, Manga Mandi, Lahore. Its 
principal activities are assembling and progressive manufacturing and sale of Honda vehicles and spare 
parts. The Company commenced commercial production from July 1994.

2.	 BASIS OF PREPARATION
	 These condensed interim financial statements have been prepared in accordance with the accounting 

and reporting standards as applicable in Pakistan for interim financial reporting. The accounting and 
reporting standards as applicable in Pakistan for interim financial reporting comprise of:

i)	 International Accounting Standard (‘IAS’) 34, ‘Interim Financial Reporting’, issued by International 
Accounting Standards Board (‘IASB’) as notified under the Companies Act, 2017, and

ii)	 Provisions of and directives issued under the Companies Act, 2017.

	 Where provisions of and directives issued under the Companies Act, 2017 differ with the requirements of  
IAS 34, the provisions of and directives issued under the Companies Act, 2017 have been followed.

3.	 SIGNIFICANT ACCOUNTING POLICIES
3.1	 The accounting policies adopted for the preparation of these condensed interim financial statements are 

the same as those applied in the preparation of preceding annual published financial statements of the 
Company for the year ended March 31, 2018.

3.2	 Initial application of standards, amendments or an interpretation to existing standards
	 The following amendments to existing standards have been published that are applicable to the 

Company’s financial statements covering annual periods, beginning on or after the following dates:

3.2.1	 Standards, amendments and interpretations to approved accounting standards that are effective in the 
current period

	 Certain standards, amendments and interpretations to approved accounting standards are effective 
for accounting periods beginning on April 1, 2018 but are considered not to be relevant or to have any 
significant effect on the Company’s operations (although they may affect the accounting for future 
transactions and events) and are, therefore, not detailed in these condensed interim financial statements, 
except for the following:

	 - IFRIC 22, ‘Foreign currency transactions and advance consideration’ (effective for periods beginning 
on or after January 1, 2018). This IFRIC addresses foreign currency transactions or parts of transactions 
where there is consideration that is denominated or priced in a foreign currency. The interpretation 
provides guidance for when a single payment/receipt is made as well as for situations where multiple 
payments/receipts are made. The guidance aims to reduce diversity in practice. The Company’s current 
accounting treatment is already in line with the requirements of this interpretation.

3.2.2	 Standards, amendments and interpretations to approved accounting standards that have been early 
adopted in the current period

	 -  IFRS 15, ‘Revenue from contracts with customers’: (effective for periods beginning on or after  
January 1, 2018). This standard has been notified by the SECP to be effective for annual periods beginning 

NOTES TO AND FORMING PART OF THE
CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE SIX-MONTH PERIOD ENDED SEPTEMBER 30, 2018 (UN-AUDITED)
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on or after July 1, 2018. This standard deals with revenue recognition and establishes principles for 
reporting useful information to users of the financial statements about the nature, amount, timing and 
uncertainty of revenue and cash flows arising from an entity’s contracts with customers. Revenue is 
recognised when a customer obtains control of a good or service and thus has the ability to direct the 
use and obtain the benefits from the good or service. The standard replaces IAS 18, ‘Revenue’, and IAS 
11, ‘Construction contracts’, and related interpretations. The Company has early adopted this standard 
for its annual period beginning April 1, 2018.

	 The Company has applied IFRS 15 using the modified retrospective approach for transition. This approach 
requires entities to recognise the cumulative effect of initially applying IFRS 15 as an adjustment to the 
opening balance of un-appropriated profit in the period of initial application. Comparative prior year 
periods would not be adjusted. The application of IFRS 15 does not have any impact on the revenue 
recognition policy of the Company and therefore, the cumulative effect of initially applying this standard 
as an adjustment to the opening balance of un-appropriated profit in the period of initial application is 
nil.

3.2.3	 Standards, amendments and interpretations to existing standards that are not yet effective and have 
not been early adopted by the Company

	 There are certain standards, amendments to the approved accounting standards and interpretations that 
are mandatory for the companies having accounting periods beginning on or after January 1, 2019 but 
are considered not to be relevant or to have any significant effect on the Company’s operations and are, 
therefore, not detailed in these condensed interim financial statements, except for the following:

	 -  IFRS 9, ‘Financial instruments’: (effective for periods beginning on or after January 1, 2018). This 
standard has been notified by the SECP to be effective for annual periods beginning on or after July 1, 2018. 
This standard replaces the guidance in IAS 39, ‘Financial instruments: Recognition and measurement’. 
It includes requirements on the classification and measurement of financial assets and liabilities; it also 
includes an expected credit losses model that replaces the current incurred loss impairment model. The 
Company is yet to assess the full impact of the standard.

	 - Amendment to IFRS 9, ‘Financial instruments’, on prepayment features with negative compensation’: 
(effective for periods beginning on or after January 1, 2019). This amendment confirms that when a 
financial liability measured at amortised cost is modified without this resulting in de-recognition, a gain 
or loss should be recognised immediately in profit or loss. The gain or loss is calculated as the difference 
between the original contractual cash flows and the modified cash flows discounted at the original 
effective interest rate. This means that the difference cannot be spread over the remaining life of the 
instrument which may be a change in practice from IAS 39. The Company is yet to assess the full impact 
of the amendment.

	 - IFRS 16, ‘Leases’: (effective for periods beginning on or after January 1, 2019). This standard has 
been notified by the SECP to be effective for annual periods beginning on or after January 1, 2019. This 
standard replaces the current guidance in IAS 17, ‘Leases’ and is a far reaching change in accounting 
by lessees in particular. Under IAS 17, lessees were required to make a distinction between a finance 
lease (on balance sheet) and an operating lease (off balance sheet). IFRS 16 now requires lessees to 
recognise a lease liability reflecting future lease payments and a ‘right-of-use asset’ for virtually all 
lease contracts. The IASB has included an optional exemption for certain short-term leases and leases 
of low-value assets; however, this exemption can only be applied by lessees. For lessors, the accounting 
stays almost the same. However, as the IASB has updated the guidance on the definition of a lease (as 
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well as the guidance on the combination and separation of contracts), lessors will also be affected by the 
new standard. At the very least, the new accounting model for lessees is expected to impact negotiations 
between lessors and lessees. The Company is yet to assess the full impact of this standard.

	 - IFRIC 23, ‘Uncertainty over income tax treatments’: (effective for periods beginning on or after January 
1, 2019). This IFRIC clarifies how the recognition and measurement requirements of IAS 12 ‘Income 
taxes’, are applied where there is uncertainty over income tax treatments. The IFRIC explains how to 
recognise and measure deferred and current income tax assets and liabilities where there is uncertainty 
over a tax treatment. An uncertain tax treatment is any tax treatment applied by an entity where there 
is uncertainty over whether that treatment will be accepted by the tax authority. The IFRIC applies to 
all aspects of income tax accounting where there is an uncertainty regarding the treatment of an item, 
including taxable profit or loss, the tax bases of assets and liabilities, tax losses and credits and tax rates. 
The Company is yet to assess the full impact of this interpretation.

4.	 Income tax expense is recognised based on management’s best estimate of the weighted average annual 
income tax rate expected for the full financial year.

5.	 The preparation of these condensed interim financial statements requires management to make 
judgements, estimates and assumptions that affect the application of accounting policies and the 
reported amounts of assets and liabilities, income and expenses. Actual results may differ from these 
estimates.

	 In preparing these condensed interim financial statements, the significant judgements made by 
management in applying the Company’s accounting policies and the key sources of estimation uncertainty 
were the same as those applied to the financial statements for the year ended March 31, 2018, with the 
exception of changes in estimates that are required in determining the provision for income taxes as 
referred to in note 4.

6.	 CONTINGENCIES AND COMMITMENTS

6.1	 Contingencies
	 There is no significant change in contingencies from the preceding annual published financial statements 

of the Company for the year ended March 31, 2018, except for the following:

(i)	 Bank guarantees of Rs 1,313.036 million (March 31, 2018: Rs 888.76 million) have been issued in favour 
of third parties.

	 	 Un-audited	 Audited
		  September 30,	 March 31,
Rupees in thousand 	 Note	 2018	 2018

6.2	 Commitments in respect of

	 Letters of credit and purchases other than
		  capital expenditure 		   385,742 	  2,786,560
	 Letters of credit and purchases for capital
		  expenditure	 6.2.1	  129,005 	  13,735

				     514,747 	  2,800,295

6.2.1	 Included in letters of credit and purchases for capital expenditure is an amount of Rs 2.90 million (March 
31, 2018: Nil) in respect of commitment to Shirazi Trading (Private) Limited (related party on the basis of 
common directorship).
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		  Un-audited	 Audited
		  September 30,	 March 31,
Rupees in thousand 	 Note	 2018	 2018

7.	 PROPERTY, PLANT AND EQUIPMENT
	 Opening book value		   4,991,899 	  4,402,000
	 Additions during the period/year	 7.1	  284,907 	  1,366,181

				     5,276,806 	  5,768,181

	 Disposals and derecognition during the
		  period/year (book value)		   (22,162)	  (42,412)
	 Depreciation charged during the period/year		   (427,026)	  (733,870)

				     (449,188)	  (776,282)

	 Closing book value		   4,827,618 	  4,991,899

7.1	 Additions during the period/year

	 Buildings on freehold land		   16,934 	  228,726
	 Plant and machinery		   153,951 	  809,494
	 Furniture and office equipment		   41,114 	  38,613
	 Vehicles		   44,152 	  198,500
	 Tools and equipment		   12,697 	  35,253
	 Computers		   16,059 	  55,595

				     284,907 	  1,366,181

8.	 CAPITAL WORK-IN-PROGRESS
	 Opening balance		   76,348 	  199,194
	 Additions during the period/year		   310,769 	  1,265,867

				     387,117 	  1,465,061
	 Transfers during the period/year		   (284,907)	  (1,388,713)

	 Closing balance		   102,210 	  76,348

9.      This includes a receivable of Rs 47.57 million (March 31, 2018: Nil) from Atlas Insurance Limited (a 
related party on the basis of common directorship and here-in-after referred to as the ‘Insurer’) in 
respect of insurance claim for certain assets damaged in a fire incident in June 2018 at the Company’s 
manufacturing facility. The fire damaged certain items of property, plant and equipment and stock-in-
trade with an aggregate carrying amount of Rs 172.57 million. The Company filed an insurance claim 
in respect of these assets and the Insurer appointed a Surveyor which is expected to finalise its survey 
report during the current year. The Company has received a provisional amount of Rs 125 million from 
the Insurer in this respect. Any incremental insurance claim resulting from the Surveyor’s report will be 

recognised accordingly.
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			   Three-month period ended	 Six-month period ended

			   September 30,	 September 30,	 September 30,	 September 30,
Rupees in thousand		  2018	 2017	 2018	 2017

10.	 SALES
	 Own manufactured goods		   30,371,055 	  27,238,787 	  58,364,251 	  51,943,484
	 Sales tax		   (4,413,032)	  (3,957,462)	  (8,480,476)	  (7,547,246)
	 Commission to dealers		   (515,649)	  (482,912)	  (988,927)	  (914,570)
	 Discount to customers		   (262,848)	  (464,521)	  (470,518)	  (604,298)

				     25,179,526 	  22,333,892 	  48,424,330 	  42,877,370

	 Trading goods		   705,475 	  619,133 	  1,373,300 	  1,190,927
	 Sales tax		   (67,494)	  (62,163)	  (125,759)	  (118,787)
	 Commission to dealers		   (184)	  (694)	  (268)	  (1,213)

				     637,797 	  556,276 	  1,247,273 	 1,070,927

				     25,817,323 	 22,890,168	  49,671,603 	 43,948,297

11.	 COST OF SALES
	 Own manufactured goods		   23,752,402 	  19,806,208 	  45,062,536 	  37,535,773
	 Trading goods		   416,866 	  366,290 	  817,298 	  704,590

				     24,169,268 	  20,172,498 	  45,879,834 	  38,240,363

		  Six-month period ended
		  September 30,	 September 30,
Rupees in thousand 	 	 2018	 2017

12.	 TRANSACTIONS AND BALANCES WITH RELATED PARTIES

Relationship with the Company	 Nature of transaction

i.  	 Holding company	 Purchase of goods	  4,660,086 	  3,119,003
			   Purchase of property, plant and equipment	  -   	  1,485
			   Purchase of intangible assets	  -   	  1,698
			   Technical assistance and training charges	  7,437 	  20,638
			   Royalty	  968,678 	  862,698
			   Dividends paid	  1,656,837 	  1,251,185
ii.  	 Other related parties 	 Sale of goods	  107,436 	  71,337
			   Purchase of goods	  25,357,955 	  18,527,786
			   Purchase of property, plant and equipment	  8,078 	  53,993
			   Insurance premium	  290,765 	  445,497
			   Technical assistance and training charges	  15,676 	  13,783
			   Royalty	  1,965 	  1,495
			   Insurance claims	  231,126 	  16,368
			   Dividends paid	  1,000,287 	  740,796
iii.  	 Key management personnel	 Salaries and other employee benefits	  108,975 	  127,737
iv.  	 Post employment benefit	 Expense charged in respect of
			       retirement plans benefit plans	  53,719 	  42,723



	 	 Un-audited	 Audited
		  September 30,	 March 31,
Rupees in thousand 	 	 2018	 2018

	 Period/year end balances, other than those disclosed in the
	 notes to these condensed interim financial statements are
	 as follows:

	 Receivable from related parties
	 - Holding company		   4,869 	  2,322
	 - Key management personnel		   12,023 	  10,390
	 - Other related parties		   81,182 	  219,211

	 Payable to related parties
	 - Holding company		   516,432 	  730,171
	 - Other related parties		   6,429,599 	  4,264,429
	 - Post employment benefit plans (employees’ provident fund)	  13,005 	  10,592

		  Six-month period ended
		  September 30,	 September 30,
Rupees in thousand 	 Note	 2018	 2017

13.	 CASH (USED IN)/GENERATED FROM OPERATIONS

	 Profit before taxation		   3,245,999 	  5,507,396

	 Adjustments for:
	 – 	Depreciation on property, plant and equipment		   427,026 	  343,328
	 – 	Profit on disposal of property, plant and equipment		   (4,453)	  (938)
	 – 	Profit on bank deposits		   (121,368)	  (270,429)
	 – 	Markup on advances to suppliers		   (3,917)	  (7,065)
	 – 	Interest on loans to employees		   (1,629)	  (2,087)
	 – 	Loss/(gain) on short term investments		   145,971 	  (165,067)
	 – 	Finance cost		   55 	  700
	 – 	Provision for employees’ retirement benefits and
		      other obligations		   70,962 	  53,428
	 – 	Liabilities no longer payable written back		   (696)	  (7,679)
	 – 	Amortisation on intangible assets		   46,778 	  44,342
	 – 	Amortisation of deferred revenue		   (1,959)	  (2,591)
	 – 	Royalty		   980,511 	  873,372
	 – 	Working capital changes	 13.1	  (15,441,951)	  1,195,160

				    (10,658,671)	 7,561,870
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		  Six-month period ended
		  September 30,	 September 30,
Rupees in thousand 	 	 2018	 2017

13.1	 Working capital changes

	 (Increase)/decrease in current assets
	 –	 Stores and spares		   (14,787)	  1,555
	 – 	Stock-in-trade		   (5,456,831)	  (1,295,251)
	 –	 Trade debts		   (479,930)	  10,564
	 –	 Loans, advances, prepayments and other receivables		   1,609,241 	  (2,062,166)
		  (Decrease)/increase in current liabilities
	 –	 Trade and other payables		   (11,099,644)	  4,540,458

				    (15,441,951)	 1,195,160

		  September 30,	 September 30,
Rupees in thousand 	 	 2018	 2017

14.	 CASH AND CASH EQUIVALENTS

	 Cash and cash equivalents included in the condensed interim
	 statement of cash flows comprise of the following amounts:

	 Cash and bank balances		  1,313,604	  9,293,065
	 Short term investments - Treasury bills		   7,967,138 	  16,925,109

				    9,280,742	 26,218,174
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16.	 FINANCIAL RISK MANAGEMENT

16.1	 Financial risk factors
	 The Company’s activities expose it to a variety of financial risks: market risk (including currency 

risk, fair value interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity 
risk.

	 The condensed interim financial statements do not include all financial risk management 
information and disclosures required in the annual financial statements, and should be read in 
conjunction with the Company’s annual financial statements as at March 31, 2018.

	 There have been no changes in the risk management department or in any risk management 
policies since the year ended March 31, 2018.

16.2	 Fair value estimation
	 The different levels for fair value estimation used by the Company have been explained as follows:

-	 Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

-	 Inputs other than quoted prices included within level 1 that are observable for the asset or 
liability, either directly (that is, as prices) or indirectly (that is, derived from prices) (level 2).

-	 Inputs for the asset or liability that are not based on observable market data (that is, 
unobservable inputs) (level 3).

	 The following table presents the financial assets and liabilities that are measured at fair value at 
30 September 2018.

Rupees in thousand 	 Level 1	 Level 2	 Level 3	 Total

	 At fair value through profit or loss

	 Short term investments	  5,032,508 	  7,967,138 	  -   	  12,999,646

	 Total Assets	  5,032,508 	  7,967,138 	  -   	  12,999,646

	 Total Liabilities	  -   	  -   	  -   	  -

	 The following table presents the financial assets and liabilities that are measured at fair value at 
31 March 2018.

Rupees in thousand 	 Level 1	 Level 2	 Level 3	 Total

	 At fair value through profit or loss

	 Short term investments	  7,495,257 	  13,179,643 	  -   	  20,674,900

	 Total Assets	  7,495,257 	  13,179,643 	  -   	  20,674,900

	 Total Liabilities	  -   	  -   	  -   	  -
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Hironobu Yoshimura
Chief Executive

	 During the period, there were no significant changes in the business or economic circumstances 
that affect the fair value of the Company’s financial assets and financial liabilities. Furthermore, 
there were no reclassifications of financial assets.

17.	 DATE OF AUTHORISATION FOR ISSUE

	 These condensed interim financial statements were authorised for issue on November 12, 2018 by 
the Board of Directors of the Company.

18.	 CORRESPONDING FIGURES

	 In order to comply with the requirements of IAS 34, the condensed interim statement of financial 
position has been compared with the balances of annual audited financial statements of preceding 
financial year, whereas, the condensed interim statement of profit or loss, condensed interim 
statement of comprehensive income, condensed interim statement of changes in equity and 
condensed interim statement of cash flows have been compared with the balances of comparable 
period of immediately preceding financial year.
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