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Director’s Report
On behalf of the Board, I present my review on the performance of the Company during the half year ended
June 30, 2019.
Industry Outlook
During the period (January – June 2019), sales volume of auto industry for cars and light commercial vehicles
was recorded at 118,519 units compared to 134,494 units in corresponding period of last year, registering
decrease of 12%. Sales volume of the Company during the half year January - June 2019 declined by 11% from
76,482 units to 68,147 units, in line with industry trend. The total sales volume of the Company represented
56% of Pakistan’s total market of cars and light commercial vehicles. The Company operated at 80% capacity
utilization and achieved production volume of 60,098 units.
During the period under review, the organized market (PAMA member companies) for motorcycles and three
wheelers decreased from 990,102 units to 855,396 units. Decrease of 134,706 units represents 14% decline
in sales volume over same period of last year. However, Company sales volume remained consistent and
achieved sales volume of 11,600 units as compared to sales volume of 11,292 units in corresponding period
of last year.
Operating Results of the Company
Company incurred net loss of Rs 1,526 million compared to net proﬁt Rs 1,298 million in same period of last
year. Net sales revenues increased by Rs 3,145 million from Rs 62,284 million (Jan-Jun 2018) to Rs 65,429
million (Jan-Jun 2019). Higher prices in current period contributed in increased sales revenue by 5% over the
same period of last year. Gross proﬁt decreased in absolute terms by Rs 2,886 million from Rs 4,258 million
(Jan-Jun 2018) to Rs 1,372 million (Jan-Jun 2019). Gross proﬁt margins as a percentage of net sales declined
from 6.8% to 2.1% of net sales. Devaluation of Pak Rupee resulted in increase in imported material cost,
consequently adversely aﬀecting the gross proﬁt margins.
The Economy
Pakistan’s economy is in diﬃcult situation. We witnessed sharpest increase in policy rates in recent time by
State Bank of Pakistan (SBP). SBP further increased policy rate by 100 basis points to 13.25% in ‘Monetary
Policy’ announced in July 2019. Average inﬂation for ﬁscal year 2019-20 is expected to remain in the range
of 11% to 12% due to higher ﬁscal deﬁcit, inﬂation and Pak Rupee depreciation.
In July 2019, the Executive Board of the IMF program approved a 39-month arrangement under the Extended
Fund Facility (EFF) for US$ 6 billion to support the Government of Pakistan’s economic reform program.
Outlook for external ﬁnancing has improved with the disbursement of the ﬁrst IMF tranche associated with
IMF EFF, activation of Saudi Oil Facility and other commitments from multilateral and bilateral partners.
Current Account deﬁcit has continued to fall reducing external pressure.
Government Policies
Tax measures announced in the Federal Budget 2019-20 have severely hit the auto industry. Additional
Customs Duty (ACD) on imported material has been increased by 2% to 5%. Government also imposed
‘Regulatory Duty’ on import of diﬀerent kinds of vehicles. The government has enlarged the scope of Federal
Excise Duty (FED) and imposed FED on locally assembled cars as well as on imported cars at the rate of 2.5%
with engine capacity upto 1000cc, 5% from 1001cc to 2000cc and 7.5% on 2001cc and above. Tax credit on
Half Yearly Report 2019
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investment in Plant & Machinery under section 65B of Income Tax Ordinance has been reduced from 10% to
5% for tax year 2019 while no tax credit from tax year 2020 (corresponding income year of 2019 of Pak
Suzuki) and onwards. Further Government withdrew gradual reduction in corporate tax rate from 29% to 25%
and on the other hand increased minimum tax from 1.25% to 1.5% of turnover. These additional taxes
coupled with massive depreciation of Pak Rupee adversely aﬀected the cost of vehicles and it forced the
OEMs to increase the prices of their vehicles. Consequently, higher prices of vehicles will likely aﬀect sales
volume of auto industry as price hikes will weaken the purchasing power of costumers.
Future Outlook & Conclusion
The Company is endeavoring to improve sales, proﬁtability and diversity in its operations by upgrading the
existing products and launching new products. Company launched the New Alto in June 2019. New Alto
harbors contemporary 660cc R-series engine, modern design, spacious interior with great fuel eﬃciency and
Japanese technology. New Alto received overwhelming response from customers due to its distinguished
features.
Macroeconomic indicators of the country are challenging for auto industry. Pak Rupee devaluation, rising raw
material prices, increase in interest rate and additional taxes and duties imposed through Federal Budget are
major challenges for auto industry. Variation in forex rates and import duties inﬂuenced the pricing of
products due to high element of imported components in total cost of products. Your Company has geared
up to meet the challenges in future with wide range of quality products at competitive prices through an
eﬃcient network of authorized dealers.

KINJI SAITO
Chairman
Karachi: July 24, 2019
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Auditor’s Review Report
KPMG Taseer Hadi & Co.
Chartered Accountants
Sheikh Sultan Trust Building No. 2, Beaumont Road
Karachi, 75530 Pakistan
+92(21) 35685847, Fax +92(21) 35685095

INDEPENDENT AUDITOR’S REVIEW REPORT
To the members of Pak Suzuki Motor Company Limited
Report on review of Interim Financial Statements
Introduction
We have reviewed the accompanying condensed interim statement of financial
position of Pak Suzuki Motor Company Limited as at 30 June 2019 and the
related 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, and notes to the condensed interim
financial statements for the IBMG ZFBS then ended (here-in-after referred to as the
“interim financial statements”). Management is responsible for the preparation and
presentation of these 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 interim financial statements based
on our review.
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 statements 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.
Half Yearly Report 2019
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KPMG Taseer Hadi & Co.

Other matter
The figures of the condensed interim statement of profit or loss and condensed
interim statement of comprehensive income for the quarter ended 30 June 2019,
have not been reviewed and we do not express a conclusion on them.
The engagement partner on the review resulting in this independent auditor’s review
report is Mohammad Mahmood Hussain.

Date: July 24, 2019
Karachi
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KPMG Taseer Hadi & Co.
Chartered Accountants

Condensed Interim Statement of Financial Position
As at 30 June 2019
ASSETS
Non-current assets
Property, plant and equipment
Right-of-use assets
Intangible assets
Long term investments
Long-term loans
Long-term deposits, prepayments and other receivables
Long-term installment sales receivables
Deferred taxation
Current assets
Stores, spares and loose tools
Stock-in-trade
Trade debts
Loans and advances
Trade deposits and short-term prepayments
Current portion of long-term installment sales receivables
Other receivables
Taxation - net
Sales tax and excise duty adjustable
Cash and bank balances

Note
5
6
7
8

9
10
8

11

TOTAL ASSETS

30 June
31 December
2019
2018
(Unaudited)
(Audited)
(Rupees in '000)
16,353,514
187,594
357,861
327,634
3,479
498,299
131,369
2,861,888
20,721,638

15,654,827
113,297
329,274
4,203
456,208
118,318
1,151,888
17,828,015

214,681
25,097,127
401,020
109,709
2,571,453
644,712
222,932
3,891,220
4,133,496
442,231
37,728,581

146,878
29,397,056
237,538
40,627
1,357,271
549,627
268,622
5,798,056
4,369,996
1,516,163
43,681,834

58,450,219

61,509,849

5,000,000

1,500,000

822,999
844,596
25,750,101
27,417,696

822,999
844,596
27,565,270
29,232,865

EQUITY AND LIABILITIES
Share capital and reserves
Authorised share capital of
500,000,000 (31 December 2018: 150,000,000) ordinary shares of Rs.10/- each
Issued, subscribed and paid-up capital
Capital reserves
Revenue reserves
LIABILITIES
Non-current liabilities
Long term - lease liability
Vendor tooling payable

145,856
413,003
558,859

Current liabilities
Trade and other payables
Short term ﬁnance
Current portion of lease liability
Advance from customers
Security deposits
Provision for custom duties and sales tax
Unclaimed dividend

12

TOTAL LIABILITIES
Contingencies and commitments

-

14,507,762
7,200,820
51,184
4,749,084
3,901,341
36,299
27,174
30,473,664
31,032,523

14,409,566
11,310,497
2,276,078
4,222,249
36,299
22,295
32,276,984
32,276,984

58,450,219

61,509,849

13

TOTAL EQUITY AND LIABILITIES
The annexed notes from 1 to 21 form an integral part of these condensed interim ﬁnancial statements.

Chairman

Cheif Financial Oﬃcer

Cheif Executive Oﬃcer
Half Yearly Report 2019
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Condensed Interim Statement of Proﬁt or Loss (Unaudited)
For the half year and quarter ended 30 June 2019
Half year ended
30 June
2019
Note

Sales
Cost of sales
Gross proﬁt
Distribution and selling costs
Administrative expenses
Other expenses
Other income
Finance costs

14
15

Share of loss of equity accounted investee
(Loss) / proﬁt before taxation
Taxation

16

(Loss) / proﬁt after taxation

Quarter ended

30 June
2018

30 June
2019

30 June
2018

----------------------------- (Rupees in '000) -----------------------------

65,429,412
(64,057,042)
1,372,370

62,391,543
(58,026,114)
4,365,429

31,039,879
(30,728,340)
311,539

30,880,756
(29,132,122)
1,748,634

(1,681,171)
(1,206,985)
97,971
(706,422)
(3,496,607)
(1,640)
(2,125,877)

(1,445,925)
(1,015,733)
(151,760)
389,399
(92,864)
(2,316,883)
(885)
2,047,661

(1,000,623)
(580,439)
52,804
(379,617)
(1,907,875)
(901)
(1,597,237)

(642,098)
(517,434)
(53,992)
213,287
(19,520)
(1,019,757)
(383)
728,494

600,520
(1,525,357)

(750,010)
1,297,651

1,052,624
(544,613)

(334,986)
393,508

----------------------------- (Rupees) ----------------------------(Loss) / earnings per share - basic and diluted

(18.53)

15.77

(6.62)

4.78

The annexed notes from 1 to 21 form an integral part of these condensed interim ﬁnancial statements.

Chairman
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Pak Suzuki Motor Company Limited

Cheif Financial Oﬃcer

Cheif Executive Oﬃcer

Condensed Interim Statement of Comprehensive Income (Unaudited)
For the half year and quarter ended 30 June 2019
Half year ended
30 June
2019

Quarter ended

30 June
2018

30 June
2019

30 June
2018

----------------------------- (Rupees in '000) -----------------------------

(Loss) / proﬁt after taxation

(1,525,357)

1,297,651

(544,613)

393,508

(7,354)

5,075

(2,295)

410

(1,532,711)

1,302,726

(546,908)

393,918

Other comprehensive (loss) / income
Items that will never be reclassiﬁed to statement of proﬁt or loss

Re-measurement (loss) / gain on deﬁned beneﬁt plan - net
Total comprehensive (loss) / income for the period

The annexed notes from 1 to 21 form an integral part of these condensed interim ﬁnancial statements.

Chairman

Cheif Financial Oﬃcer

Cheif Executive Oﬃcer
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Condensed Interim Statement of Cash Flows (Unaudited)
For the half year and quarter ended 30 June 2019

Note

CASH FLOWS FROM OPERATING ACTIVITIES
Cash generated from operations

17

Finance costs paid
Taxes refund / (paid)
Long term loans - net
Long-term deposits, prepayments and other receivables
Long-term installment sales receivables
Net cash generated from operating activities

30 June
30 June
2019
2018
(Unaudited)
(Unaudited)
(Rupees in '000)

5,410,451

4,908,396

(706,425)
797,356
724
(42,091)
(13,051)
5,446,964

(92,864)
(598,790)
1,738
(84,688)
30,337
4,164,129

(1,873,079)
(318,409)
21,890
37,046
(2,132,552)

(5,330,751)
(4,537)
(124,400)
12,103
300,768
(5,146,817)

(23,478)
(255,189)
(278,667)

(1,379,611)
(1,379,611)

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment including
capital work in progress
Purchase of intangible assets
Investment in associate
Proceeds from disposal of property, plant and equipment
Proﬁt received on bank deposits
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Payment of lease liability
Dividend paid
Net increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the period
Cash and cash equivalents at end of the period

3,035,745

(2,362,299)

(9,794,334)
(6,758,589)

9,189,552
6,827,253

The annexed notes from 1 to 21 form an integral part of these condensed interim ﬁnancial statements.

Chairman
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Pak Suzuki Motor Company Limited

Cheif Financial Oﬃcer

Cheif Executive Oﬃcer

Condensed Interim Statement of Changes in Equity (Unaudited)
For the half year ended 30 June 2019
Share
Capital
Issued,
subscribed
and paid-up
capital
Note

Revenue reserves
Capital reserves
Revenue
reserves
Share
Reserve
premium
on merger

Total
reserves

Total

----------------------------- (Rupees in '000) -----------------------------

Balances as at 1 January 2018

822,999

584,002

260,594

27,882,121

28,726,717

29,549,716

Total comprehensive income for
the period ended 30 June 2018
Proﬁt for the period
Other comprehensive income

-

-

-

1,297,651
5,075
1,302,726

1,297,651
5,075
1,302,726

1,297,651
5,075
1,302,726

-

-

-

(1,530,777)

(1,530,777)

(1,530,777)

Transactions with owners recorded
directly in equity - distributions
Final dividend on ordinary shares @ 186%
for the year ended 31 December 2017

Balance as at 30 June 2018
Balances as at 31 December 2018
Eﬀect of initial application of standard
Balances as at 1 January 2019 - (Restated)

3.2

822,999

584,002

260,594

27,654,070

28,498,666

29,321,665

822,999
822,999

584,002
584,002

260,594
260,594

27,565,270
(22,390)
27,542,880

28,409,866
(22,390)
28,387,476

29,232,865
(22,390)
29,210,475

Total comprehensive loss for
the period ended 30 June 2019
Loss for the period
Other comprehensive loss

-

-

-

(1,525,357)
(7,354)
(1,532,711)

(1,525,357)
(7,354)
(1,532,711)

(1,525,357)
(7,354)
(1,532,711)

-

-

-

(260,068)

(260,068)

(260,068)

25,750,101

26,594,697

27,417,696

Transactions with owners recorded
directly in equity - distributions
Final dividend on ordinary shares @ 31.6%
for the year ended 31 December 2018
Balance as at 30 June 2019

822,999

584,002

260,594

The annexed notes from 1 to 21 form an integral part of these condensed interim ﬁnancial statements.

Chairman

Cheif Financial Oﬃcer

Cheif Executive Oﬃcer
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Notes to the Condensed Interim Financial Statements (Unaudited)
For the half year ended 30 June 2019
1.

STATUS AND NATURE OF BUSINESS
Pak Suzuki Motor Company Limited (the Company) was incorporated in Pakistan as a public limited
company in August 1983 and started commercial production in January 1984. The Company was formed
in accordance with the terms of a joint venture agreement concluded between Pakistan Automobile
Corporation Limited (PACO) and Suzuki Motor Corporation, Japan (the Holding Company). The Company is
engaged in the assembling, progressive manufacturing and marketing of Suzuki cars, pickups, vans, 4x4s
and motorcycles and related spare parts. The Company is listed on Pakistan Stock Exchange. The
registered oﬃce of the Company is situated at DSU – 13, Pakistan Steel Industrial Estate, Bin Qasim,
Karachi.
The Company's interest in equity accounted investee - Techo Auto Glass Limited comprise 40% equity
interest.

2.

BASIS OF PREPARATION

2.1

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:
- International Accounting Standards (IAS) 34 "Interim Financial Reporting " issued by the International
Accounting Standards Board (IASB) as notiﬁed under the Companies Act, 2017
and
- Provision of and directives issued under the Companies Act, 2017.
Where the provision of and directives issued under the Companies Act, 2017 diﬀer with the requirements
of IAS 34, the provision of and directives issued under the Companies Act, 2017 have been followed.

2.2

These condensed interim ﬁnancial statements does not include all the information and disclosures as
required in the annual ﬁnancial statements and should be read in conjunction with the Company’s annual
audited ﬁnancial statements for the year ended 31 December 2018.

2.3

The ﬁgures included in the condensed interim statement of proﬁt or loss for the quarter ended 30 June
2019 and 30 June 2018 and in notes forming part thereof have not been reviewed by the external auditors
of the Company as they have reviewed the accumulated ﬁgures for the half year ended 30 June 2019 and
30 June 2018.

3.

SIGNIFICANT ACCOUNTING POLICIES

3.1

The accounting policies and the methods of computation adopted in the preparation of these condensed
interim ﬁnancial statements are the same as those applied in the preparation of annual audited ﬁnancial
statements of the Company as at and for the year ended 31 December 2018 except as disclosed in note
3.2 below.

3.2

New standards, interpretations and ammendments adopted by the Company
The following accounting standards became eﬀective during the period as applicable in Pakistan for the
ﬁrst time for the period ended 30 June 2019 and are relevant to the Company.
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Pak Suzuki Motor Company Limited

Notes to the Condensed Interim Financial Statements (Unaudited)
For the half year ended 30 June 2019
3.2.1

IFRS 15 'Revenue from contracts with customers'
IFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue
is recognised. It replaced IAS 18 Revenue, IAS 11 Construction Contracts and related interpretations.
The Company has adopted IFRS 15 using the cumulative eﬀect method (without practical expedients), with
the eﬀect of initially applying this standard recognised at the date of initial application (i.e. 1 January
2019). Accordingly, the information presented for 2018 has not been restated – i.e. it is presented, as
previously reported, under IAS 18, IAS 11 and related interpretations.
Under IFRS 15, revenue is recognized when a contractual promise to a customer (performance obligation)
has been fulﬁlled by transferring control over the promised goods and services to the customer.
Management has concluded that revenue from sale of goods be recognised at the point in time when
control of the product has transferred, being when the products are delivered to the customer. Invoices
are generated and revenue is recognised on delivery of goods.
The consideration which the Company receives in exchange for its goods or services may be ﬁxed or
variable. Variable consideration is only recognized when it is highly probable that a signiﬁcant reversal will
not occur. Revenue is measured based on the consideration speciﬁed in a contract with a customer, net
of returns, amounts collected on behalf of third parties (FED and sales taxes etc), pricing allowances, other
trade discounts, volume rebates and couponing, price promotions to consumers / customers and any
other consideration payable to customers.
Prior to adoption of IFRS 15, certain expenses were included in 'Distribution and selling cost' which are
now deducted from 'Sales' directly. In addition to this 'Income from extended warranty' were included in
'Other income' which are now reclassiﬁed to 'Sales'.
The above is generally consistent with the timing of revenue the Company recognised in accordance with
the previous standard, IAS 18 and related interpretations. Therefore, the adoption of IFRS 15 did not have
an impact on the timing of revenue recognition of the Company except for extended warranty services for
which management has concluded that the income from such service be recognized over time as the
management believes that the customer simultaneously receives and consumes the beneﬁt as and when
the services are being rendered.
The impact of adoption of IFRS 15 on the condensed interim statement of proﬁt or loss and other
comprehensive income for the six months period ended 30 June 2019 is as follows:

As reported

Adjustment

Amounts
without adoption
of IFRS 15

-------------------- (Rupees in '000) --------------------

Sales
Other income
Distribution and selling cost

65,429,412
97,971
(1,681,171)

(105,362)
(5,763)
111,125

65,534,774
103,734
(1,792,296)

Half Yearly Report 2019
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Notes to the Condensed Interim Financial Statements (Unaudited)
For the half year ended 30 June 2019
3.2.2

IFRS 16 'Leases'
The Company has adopted IFRS 16 'Leases' from 1 January 2019. The standard introduces a single,
on-balance sheet accounting model for lessees. As a result, the Company as a lessee has recognised
right-of-use assets representing its right to use the underlying assets and lease liabilities representing its
obligations to make lease payments.
The Company has applied IFRS 16 using the modiﬁed retrospective approach, under which the cumulative
eﬀect of initial application is recognised in retained earnings at 1 January 2019. Accordingly, the
comparative information presented for 2018 has not been restated – i.e. it is presented, as previously
reported, under IAS 17 and related interpretations. The details of the change in accounting policies are
discussed below.
The Company has various lease agreements for guest houses and showrooms which were previously
classiﬁed by the company based on its assessment of whether the lease transferred substantially all of the
risks and rewards of ownership. Under IFRS 16, the Company recognises right-of-use assets and lease
liabilities for all the leases - i-e these leases are on statement of ﬁnancial position.
The Company recognises a right-of-use asset and a lease liability at the lease commencement date. The
lease liabilities are measured at the present value of remaining lease payments, discounted using the
lessee’s incremental borrowing rate as of 1 January 2019. The weighted average lessee’s incremental
borrowing rate applied to the lease liabilities on 1 January 2019 ranged between 11% - 13%.
Lease liabilities include the net present value of the following lease payments:
-

Fixed payments (including in-substance ﬁxed payments), less any lease incentives receivable
Variable lease payment that are based on an index or a rate
Amounts expected to be payable by the lessee under residual value guarantees
The exercise price of a purchase option if the lessee is reasonably certain to exercise that option, and
Payments of penalties for terminating the lease, if the lease term reﬂects the lessee exercising that
option.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be
determined, the lessee’s incremental borrowing rate is used, being the rate that the lessee would have to
pay to borrow the funds necessary to obtain an asset of similar value in a similar economic environment
with similar terms and conditions.
Right-of-use assets are measured at cost comprising the following:
-

15

The amount of the initial measurement of lease liability
Any lease payments made at or before the commencement date less any lease incentives received
Any initial direct costs, and
Restoration costs.

Pak Suzuki Motor Company Limited

Notes to the Condensed Interim Financial Statements (Unaudited)
For the half year ended 30 June 2019
The impact of adoption of IFRS 16 on the condensed interim statement of ﬁnancial position as at 30 June
2019 is as follows:
30 June
2019

1 January
2019

(Rupees in '000)
Right-of-use assets
Lease liability
3.2.3

187,594
197,040

214,732
237,122

IFRS 9 ‘Financial Instruments’
IFRS 9 “Financial Instruments” has replaced IAS 39 “Financial Instruments: Recognition and Measurement”
for annual periods beginning on or after 1 July 2018, bringing together all three aspects of the accounting
for ﬁnancial instruments: classiﬁcation and measurement; impairment; and hedge accounting, with the
initial application date of 1 July 2018 as notiﬁed by the Securities and Exchange Commission of Pakistan
(SECP).

3.2.3.1 Classiﬁcation
IFRS 9 largely retains the existing requirements in IAS 39 for the classiﬁcation and measurement of
ﬁnancial liabilities. However, it eliminates the previous IAS 39 categories for ﬁnancial assets of held to
maturity, loans and receivables and available for sale. Under IFRS 9, on initial recognition, the Company
classiﬁes its ﬁnancial assets in the following measurement categories:
- those to be measured subsequently at fair value either through Other Comprehensive Income (FVOCI),
or through proﬁt or loss (FVTPL); and
- those to be measured at amortised cost.
The classiﬁcation depends on the entity’s business model for managing the ﬁnancial assets and the
contractual terms of the cash ﬂows.
A ﬁnancial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as at fair value through proﬁt or loss:
- it is held within business model whose objective is to hold assets to collect contractual cash ﬂows; and
- its contractual terms give rise on speciﬁed dates to cash ﬂows that are solely payments of principal and
interest on principal amount outstanding.
For assets measured at fair value, gains and losses will either be recorded in proﬁt or loss or other
comprehensive income. For investments in equity instruments that are not held for trading, this will
depend on whether the Company has made an irrevocable election at the time of initial recognition to
account for the equity investment at FVOCI.

Half Yearly Report 2019

16

Notes to the Condensed Interim Financial Statements (Unaudited)
For the half year ended 30 June 2019

Under IFRS 9 the Company reclassiﬁes debt investments when and only when its business model for
managing those assets changes. Trade and other receivables and cash and cash equivalents that were
classiﬁed as loans and receivables under IAS 39 are now classiﬁed at amortised cost. Trade receivable is
initially measured at transaction price and are subsequently measured at amortised cost using the
eﬀective interest method, net of impairment losses. Interest income, foreign exchange gains and losses
and impairment are recognised in statement of proﬁt or loss. Any gain or loss on derecognition is
recognised in statement of proﬁt or loss. Investments previously classiﬁed under Available For Sale
category are now classiﬁed as measured at Fair value through OCI.
3.2.3.2 Impairment of ﬁnancial assets
Considering the nature of the ﬁnancial assets, the Company has applied the standard’s simpliﬁed approach
and has calculated Expected Credit Loss (ECL) based on life time ECL. For this purpose, the management
has conducted an exercise to assess the impairment of its ﬁnancial assets using historical data and
forward looking information. Based on such exercise, the Company has concluded that adoption of
expected loss approach has not resulted in any material change in impairment provision for any ﬁnancial
asset.
4.

ACCOUNTING ESTIMATES, JUDGEMENTS AND FINANCIAL RISK MANAGEMENT
The preparation of condensed interim ﬁnancial statements requires management to make judgments,
estimates and assumptions that aﬀect the application of accounting policies and the reporting amounts
of assets, liabilities, income and expenses. The estimates and associated assumptions are based on
historical experience. Actual results may diﬀer from these estimates.
The signiﬁcant judgments made by the management in applying the Company's accounting policies and
the key sources of estimation uncertainty were the same as those that applied to the audited annual
ﬁnancial statements as at and for the year ended 31 December 2018 except as disclosed in note 3.2
above.
The Company's ﬁnancial risk management objectives and policies are consistent with those disclosed in
the Company's annual audited ﬁnancial statements as at and for the year ended 31 December 2018.

5.

PROPERTY, PLANT AND EQUIPMENT
30 June
31 December
2019
2018
(Unaudited)
(Audited)
(Rupees in '000)
Operating ﬁxed assets
Capital work in progress
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15,596,637
756,877
16,353,514

7,820,608
7,834,219
15,654,827
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5.1

The following are the additions and disposals of property, plant and equipment during the period:
For the half year ended
30 June
2019
Additions / transfer from CWIP
Buildings on leasehold land - factory building
Plant and machinery
Welding guns
Permanent and special tools
Dies
Jigs and ﬁxtures
Electrical installations
Furniture and ﬁttings
Vehicles
Air conditioners and refrigerators
Oﬃce equipments
Computers
Tooling at vendor premises
Disposal - at book value
Plant and machinery
Dies
Vehicles
Air conditioners and refrigerators
Oﬃce equipments
Computers

5.2

30 June
2018

(Rupees in '000)
31,163
1,771,332
112,609
20,734
2,887,035
598,985
93,516
3,284
101,779
3,422
4,086
19,431
3,303,045
8,950,421

98,262
140,014
22,413
4,779
33,396
70,042
4,866
11,289
7,806
116,990
509,857

15,671
53
41
21
15,786

952
110
6,073
96
9
7,240

Capital Work in Progress
30 June
31 December
2019
2018
(Unaudited)
(Audited)
(Rupees in '000)
Plant and machinery
Civil works

745,613
11,264
756,877

7,774,888
59,331
7,834,219

During current period, additions to capital work-in-progress amounted to Rs. 1,768 million (30 June 2018:
Rs. 5,251 million) and transfer to ﬁxed assets amounted to Rs. 8,845 million (30 June 2018: Rs. 430
million).
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6.

LONG TERM INVESTMENTS
30 June
31 December
2019
2018
(Unaudited)
(Audited)
(Rupees in '000)
Investment in related party (equity accounted)
Investment in associate - unquoted
- Tecno Auto Glass Limited
34,400,000 (2018: 34,400,000) fully paid ordinary shares of
Rs. 10/- each (Shareholding 40%)

327,634

Other investments
Fair value through OCI
- Arabian Sea Country Club Limited
500,000 (2018: 500,000) fully paid ordinary shares of
Rs. 10/- each (Shareholding 6.45%)
Provision for impairment in the value of investment
- Automotive Testing & Training Centre (Private) Limited
125,000 (2018: 125,000) fully paid ordinary shares of
Rs. 10/- each (Shareholding 6.94%)
Provision for impairment in the value of investment

7.

Other receivable from employees
Less: Receivable within one year

19

5,000
(5,000)
-

5,000
(5,000)
-

1,250

1,250

(1,250)
-

(1,250)
-

327,634

329,274

40,330

37,892

549,515
(91,546)
457,969
498,299

499,571
(81,255)
418,316
456,208

LONG-TERM DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES
Deposits and prepayments

7.1

329,274

7.1

This represents receivable against vehicles given to employees under the Vehicle Ownership Employee
Scheme. These receivables are interest free and secured against the personnel guarantees and provident
fund balances of the respective employees. These are receivable in maximum eighty-four equal monthly
installments.
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8.

LONG TERM INSTALLMENT SALES
RECEIVABLES - secured, considered good

Installment sales receivables
Less: Unearned ﬁnance income
Less: Allowance for impairment loss on
installment sales receivables
Less: Current maturity

30 June
31 December
2019
2018
(Unaudited)
(Audited)
(Rupees in '000)
814,771
(11,787)
802,984

704,273
(13,558)
690,715

(26,903)
776,081
(644,712)
131,369

(22,770)
667,945
(549,627)
118,318

8.1

This represents balances receivable under various installment sale agreements in equal monthly
installments. These include installment sales of cars and motorcycles to registered vendors and retail
customers (motorcycles only) of the Company. In case of installment sales to customers, the Company
retains the title and registers the documents of the motorcycles in its name as a security. For installment
sales to vendors, vehicles are lien marked and registered in joint names of vendor and the Company. Such
documents are retained in Company’s custody and transferred in the name of customers / vendor after the
entire dues are cleared. Mark-up on installment sales receivables range from 9% to 28% (2018: 9% to
28%) per annum, excluding up to 36 months installment sales which are subject to 0% markup. However,
overdue rentals are subject to additional surcharge.

9.

STOCK IN TRADE

Raw material and components [including items in transit
Rs. 6,319.45 million (2018: Rs. 6,063.46 million)]
Less: Provision for slow moving and obsolete items
- at beginning of the period
- provision during the period

Work-in-process
Finished goods
Trading stocks [including items in transit Rs. 58.88 million
(2018: Rs. 52.49 million)]
Less: Provision for slow moving and obsolete items
- at beginning of the period
- provision / (reversal) during the period

30 June
31 December
2019
2018
(Unaudited)
(Audited)
(Rupees in '000)
14,189,865

14,484,249

86,360
77,848
164,208
14,025,657

31,444
54,916
86,360
14,397,889

92,192
9,595,667

56,425
12,929,908

1,466,420

2,072,049

59,215
23,594
82,809
1,383,611
25,097,127

65,786
(6,571)
59,215
2,012,834
29,397,056
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9.1

Of the aggregate amount, stocks worth Rs. 4,195 million (2018: Rs. 7,216.59 million) were in the custody
of dealers and vendors dispersed all over Pakistan.

9.2

Raw material and components, work-in-process, ﬁnished goods and trading stocks have been written
down by Rs. 365.92 million, Rs. 0.89 million, Rs. 66.64 million and Rs. 220.97 million (2018: Rs. 272.25
million, Rs. 0.016 million, Rs. 1.12 million and Rs. 309.08 million) respectively to arrive at net realizable
value.

10.

TRADE DEPOSITS AND SHORT-TERM
PREPAYMENTS

30 June
2019

31 December
2018

(Rupees in '000)
Trade deposits
Margin against letter of credits and imports
Prepayments
- Collector of custom
- Rent
- Insurance
- Other

11.

550
2,017,338
2,017,888

1,972
1,077,955
1,079,927

475,412
17,314
30,766
30,073
553,565
2,571,453

211,030
50,439
2,049
13,826
277,344
1,357,271

15,690

9,507

250,248
128,955
47,338
426,541
442,231

355,164
117,955
1,033,537
1,506,656
1,516,163

CASH AND BANK BALANCES
Cash in hand
Cash at banks:
- in deposit accounts - conventional
- in a special deposit account - conventional
- in current accounts

11.1
11.2

11.1

These carry proﬁts rates ranging from 9.45% to 11.85% (2018: 6.10% to 7.30%) per annum.

11.2

A special account is maintained in respect of security deposits in accordance with the requirements of
Section 217 of the Companies Act, 2017.

12.

SHORT TERM FINANCE
The eﬀective rate of mark-up on short-term running ﬁnance facility ranges from 12.33% to 12.80% (2018:
8.8% to 10.4%) per annum. These facilities are renewable subject to payment of repurchase price on
speciﬁed dates. The facilities for running ﬁnance available from various commercial banks are for the
purpose of meeting working capital requirements. The total limit of short term running ﬁnancing facilities
available from banks aggregate to Rs. 37,200 million (2018: Rs. 15,547.76 million) out of which Rs. 29,702
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million (2018: 4,237.27 million) remained unutilised as of reporting date. Financing facilities amounting Rs.
23,400 million (2018: 2,000 million) are secured against group guarantee from holding company, Suzuki
Motor Corporation. Remaining Facilities are secured by way of pari passu hypothecation charge over
Company's stock & trade debts.
During the year, new loan has been obtained from Standard Chartered Bank UK - Dubai through Standard
Chartered Bank (Pakistan) Limited amounting to USD 23 million equivalent to ﬁxed amount of Rs. 3,499
million for meeting working capital requirements. The tenor of the loan is six months i.e. from May 2019
to Nov 2019. Foreign currency loan is duly hedged with forward cover and the ﬁxed eﬀective price of the
loan to the company (including interest, brokerage and hedging expense) is six month KIBOR - 0.40%."
13.

CONTINGENCIES AND COMMITMENTS

13.1

Capital expenditure contracted for but not incurred amounted to Rs. 418.53 million (2018: Rs.930.90
million).

13.2

The facilities for opening letters of credit as at reporting date, amounted to Rs. 13,620 million (2018: Rs.
10,400 million) of which the amount remaining unutilised at the period end was Rs. 12,378 million (2018:
Rs. 9,778.72 million).

13.3

Guarantees issued by various commercial banks on behalf of the Company amounted to Rs. 2,076 million
(2018: Rs. 1,728 million) of which amount remaining unutilised at December end was Rs. 639.24 million
(2018: Rs. 365.48 million).

13.4

The Company has issued a corporate guarantee on behalf of Tecno Auto Glass Limited, associated
company, amounting to Rs. 600 million (2018: Rs. 600 million) from Meezan Bank Limited in relation to
borrowing facilities granted to the associated company.

14.

OTHER INCOME

For the half year ended
30 June
2019

30 June
2018

(Rupees in '000)
Mark-up on bank balances
Commission income
Finance income on installment sales
Gain on disposal of ﬁxed assets
Scrap sales
Miscellaneous income

14.1

37,650
1,500
7,465
46,615

314,591
1,500
14,355
330,446

6,104
11,204
34,048
51,356

4,863
8,705
45,385
58,953

97,971

389,399
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14.1

This represents commission income on corporate guarantee provided to Meezan Bank Limited on behalf
of Tecno Auto Glass Limited, associated company, amounting to Rs. 600 million in relation to borrowing
facilities granted to the associated company.

15.

FINANCE COSTS

For the half year ended
30 June
2019

30 June
2018

(Rupees in '000)
Interest on lease liability
Mark-up on workers' proﬁt participation fund
Mark-up on Short term running Finance
Exchange loss - net
Bank charges
16.

(1,060,929)
(48,551)
1,710,000
600,520

(957,862)
(4,580)
212,432
(750,010)

(2,125,877)

2,047,661

1,158,606
73,845
27,137
(6,104)
1,640
(37,650)
706,422
1,923,896
5,612,432
5,410,451

754,698
43,643
(4,863)
885
(314,591)
92,864
572,636
2,288,099
4,908,396

CASH GENERATED FROM OPERATIONS
(Loss) / proﬁt before taxation
Adjustments for non cash charges and other items:
Depreciation
Amortisation
Depreciation - right-of-use assets
Gain on disposal of ﬁxed assets
Share of loss of equity accounted investee
Proﬁt on bank deposits
Finance costs
Working capital changes
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508
59,296
33,060
92,864

TAXATION
- Current
- Prior
- Deferred

17.

11,049
93
485,353
172,319
37,608
706,422
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17.1

Working capital changes

For the half year ended
30 June
2019

30 June
2018

(Rupees in '000)
Decrease / (increase) in current assets:
Stores, spares and loose tools
Stock in trade
Trade debts
Loans and advances
Trade deposits and short term prepayments
Current portion of long-term installment sales receivables
Other receivables
Sales tax and excise duty adjustable
(Decrease) / increase in current liabilities
Trade and other payables
Advances from customers
Security deposits

18.

(67,803)
4,299,929
(163,482)
(69,082)
(1,214,182)
(95,085)
46,294
236,500
2,973,089

(19,181)
4,734,013
(124,792)
9,661
(29,544)
(1,249,441)
(24,571)
(630,383)
2,665,762

487,245
2,473,006
(320,908)
2,639,343
5,612,432

(494,959)
193,053
(75,757)
(377,663)
2,288,099

TRANSACTIONS WITH RELATED PARTIES
Transactions with related parties during the period are as follows:
For the half year ended 30 June 2019
Transactions
Purchases of components
Purchases of ﬁxed assets
Dividend paid
Sales including exports sales
Royalty and technical fee
Purchase of intangible asset
Sales promotional and development expenses
Commission income from Corporate Guarantee
Staﬀ retirement beneﬁts

Holding

Other related
company

Total
parties

(Rupees in '000)
12,782,670
58,194
190,087
25,344
954,008
305,700
2,102
-

11,887,959
4,462
1,500
69,146

24,670,629
58,194
190,087
29,806
954,008
305,700
2,102
1,500
69,146

Half Yearly Report 2019

24

Notes to the Condensed Interim Financial Statements (Unaudited)
For the half year ended 30 June 2019

For the half year ended 30 June 2018

Holding

Total
parties

(Rupees in '000)

Transactions
Purchases of components
Purchases of ﬁxed assets
Sales including exports sales
Royalty and technical fee
Travelling expenses of supervisors
Sales promotional and development expenses
Commission income from Corporate Guarantee
Staﬀ retirement beneﬁts
19.

Other related
company

12,244,954
2,062,271
2,434
926,608
706
82,154
-

10,083,933
62
10,519
1,248
1,500
45,460

22,328,887
2,062,333
12,953
926,608
706
83,402
1,500
45,460

SEGMENT ANALYSIS
The activities of the Company have been grouped into two operating segments, i.e. automobile and
motorcycle as follows:
30 June 2019 (Unaudited)
Automobile Motorcycle

Gross proﬁt
Distribution costs
Administrative expenses
Operating proﬁt
Other income
Finance cost

Automobile

(Rupees in '000)

Segment results
Sales

Total

30 June 2018 (Unaudited)
Motorcycle

Total

(Rupees in '000)

63,606,950

1,822,462

65,429,412

60,781,366

1,610,177

62,391,543

1,167,539

204,831

1,372,370

4,176,022

189,407

4,365,429

(1,648,174)
(1,116,476)
(1,597,111)
84,369
(703,944)
(2,216,686)

(32,997)
(90,509)
81,325
13,602
(2,478)
92,449

(1,681,171)
(1,206,985)
(1,515,786)
97,971
(706,422)
(2,124,237)

(1,418,465)
(934,667)
1,822,890
366,670
(92,619)
2,096,941

(27,460)
(81,066)
80,881
22,729
(245)
103,365

(1,445,925)
(1,015,733)
1,903,771
389,399
(92,864)
2,200,306

Unallocated corporate expenses
Other expenses
Share of loss of equity accounted investee
Taxation
(Loss) / Proﬁt after taxation
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(1,640)
600,520
(1,525,357)

(151,760)
(885)
(750,010)
1,297,651

Capital expenditure

1,852,342

20,737

1,873,079

5,226,407

104,344

5,330,751

Depreciation

1,121,903

63,841

1,185,744

694,407

60,292

754,699
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30 June 2019 (Unaudited)
Automobile Motorcycle

Total

31 December 2018 (Audited)
Automobile

(Rupees in '000)
Assets
Segment assets
Unallocated corporate assets
Liabilities
Segment liabilities
Unallocated corporate liabilities

Motorcycle

Total

(Rupees in '000)

44,069,191
44,069,191

2,314,034
2,314,034

46,383,225
12,066,994
58,450,219

46,060,015
46,060,015

2,015,834
2,015,834

48,075,849
13,434,000
61,509,849

23,558,193
23,558,193

49,296
49,296

23,607,489
7,425,034
31,032,523

20,878,740
20,878,740

87,747
87,747

20,966,487
11,310,497
32,276,984

20.

GENERAL

20.1

Figures in these condensed interim ﬁnancial statements have been rounded oﬀ to the nearest thousand
rupees, unless otherwise stated.

20.2

Corresponding ﬁgures have been arranged or reclassiﬁed, wherever necessary, for the purpose of
comparison and better presentation.

21.

DATE OF AUTHORISATION FOR ISSUE
These condensed interim ﬁnancial statements have been authorised for issue by the Board of Directors of
the Company in its meeting held on July 24, 2019.

Chairman

Cheif Financial Oﬃcer

Cheif Executive Oﬃcer
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