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HINOPAK MOTORS LIMITED

DIRECTORS’ REVIEW

FOR THE QUARTER  ENDED  SEPTEMBER 30, 2008

Greetings to the Shareholders!

Dated: October 16, 2008

Chairman

The total sale of commercial vehicles in the country of all makes in the third quarter of 2008

was 993 units - 25% less than the sale in the corresponding quarter of last year.  Compared

with the previous quarter of this year it was lower by a much bigger margin i.e. 51%.   The sale

of buses at 160 units is also less than half of the sale in the corresponding quarter of last year.

The sharp decrease in national sales is to be attributed to economic downturn, disturbances,

terror strikes and increased prices of vehicles due to higher cost of the import of components

and raw materials as a result of the fall in the value of the rupee.

In line with the decline in the market, the combined sale of Hinopak’s trucks and buses decreased

to 651 units from 795 units in the corresponding quarter of last year. Hinopak’s share in the

declining market however has increased to 66% from 60%. In the second  quarter of the year

it was 48%.

The sales revenue in the third quarter increased to Rs. 2.232 billion from Rs. 1.996 billion. The

sales revenue for the nine months of the year stands at Rs. 8.341 billion compared to Rs. 5.856

billion in the corresponding period of the last year. The gross profit however fell to Rs. 227

million from Rs. 376 million.

The exchange loss for the quarter ended September 30, 2008 was recorded at Rs. 297 million

compared to only Rs. 15 mill ion in the corresponding quarter of last year.

The net loss after tax for the quarter stands at Rs. 131 million against a net profit of Rs. 177

million in the corresponding quarter of last year.

The sales in the last quarter of the year (Oct. – Dec.) are unlikely to show any improvement

for the adverse factors persist and are tending to aggravate. The Management is making efforts

to keep the loss to the minimum by cutting costs wherever possible.
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The annexed notes 1 to 11 form an integral part of this condensed interim financial information.
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ASSETS

Non-current assets
Fixed Assets 953,805  890,313
Investments
Long-term loans and advances 10,806 7,121
Long-term deposits 5,729 6,002

970,340 903,436
Current assets

Stores, spares and loose tools 37,976  30,605
Stock-in-trade 3,103,893  2,533,159
Trade debts 1,038,606 816,386
Loans and advances 107,987  90,523
Trade deposits and prepayments 497,256 96,829
Accrued mark-up on term deposit accounts 1,009 2,678
Refunds due from the government - sales tax 227,603 164,817
Other receivables 4,818 12,183
Taxation 50,645
Cash and bank balances 35,358 260,915

5,105,151 4,008,095
Total Assets 6,075,491 4,911,531

EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES

Authorised share capital
20,000,000 ordinary shares of Rs. 10 each 200,000 200,000

Issued, subscribed and paid-up share capital 124,006 124,006
Revenue reserve 291,000 291,000
Unappropriated profit 1,330,020 1,473,552
Total capital and reserves  1,745,026 1,888,558

SURPLUS ON REVALUATION OF FIXED ASSETS 280,337 284,677

LIABILITIES

Non-current liabilities
Long-term security deposits 32,000 32,000
Deferred taxation 46,291 33,594

78,291 65,594
Current liabilities
Liability against assets subject to finance lease 1,802  4,299
Trade and other payables 3,286,691 2,439,908
Running finance under mark-up arrangements 678,928 105,178
Accrued mark-up 4,416 598
Taxation 122,719

3,971,837 2,672,702
Commitments

Total liabilities 4,050,128 2,738,296

Total Equity and Liabilities 6,075,491 4,911,531

CONDENSED INTERIM BALANCE SHEET

AS AT SEPTEMBER 30, 2008
(Unaudited) (Audited)

September 30, December 31,
2008 2007

(Rupees '000)
Note

8

5

4

6

7
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CONDENSED INTERIM PROFIT AND LOSS ACCOUNT

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2008 - UNAUDITED

The annexed notes 1 to 11 form an integral part of this condensed interim financial information.

Chairman

Sales - net 2,231,681 1,996,431 8,341,368 5,856,401

Cost of sales (2,005,123) (1,620,806) (7,319,097) (4,818,538)

Gross profit 226,558 375,625 1,022,271 1,037,863

Distribution expenses (60,721) (53,454) (218,885) (176,523)

Administration expenses (46,411) (32,703) (130,838) (104,967)

Other operating income 34,603 20,535 103,728 40,181

Other operating expenses 3,133 (20,274) (29,542) (50,932)

Profit from operations 157,162 289,729 746,734 745,622

Finance cost (302,657) (16,725) (456,698) (59,193)

(Loss) / Profit before taxation   (145,495) 273,004 290,036 686,429

 Taxation     - Current  14,401 (95,550)   (127,599) (240,248)  

                    - Deferred  (212) (235) (12,696) (705)  

(Loss) / Profit after taxation (131,306) 177,219 149,741 445,476

(Loss) / Earnings per share Rs. (10.59) Rs. 14.29 Rs. 12.08 Rs. 35.92

September 30,

2008

September 30,

2007
(Rupees '000)

Nine months ended

September 30,

2008

September 30,

2007

Quarter ended
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The annexed notes 1 to 11 form an integral part of this condensed interim financial information.
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CONDENSED INTERIM  CASH FLOW STATEMENT

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2008 - UNAUDITED

CASH FLOWS FROM OPERATING ACTIVITIES

Cash generated from operations (108,041)  1,037,818

Payment of mark-up on running finance (1,180) (22,680)

Return on short term deposits 33,440 7,917

Return on PLS savings accounts 18,011 5,493

Taxes paid (300,962) (213,628)

Increase in long-term loans and advances (3,685) (996)

Decrease / (Increase) in long-term deposits 273 (312)

Net cash generated from operating activities (362,144) 813,612

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of fixed assets (152,175) (100,803)

Proceeds from disposal of fixed assets 14,417 3,132

Net cash used in investing activities (137,758) (97,671)

CASH FLOWS FROM FINANCING ACTIVITIES

Decrease in liability against assets subject to finance lease (2,497) (2,925)

Dividend paid (296,908) (129,803)

Net cash used in financing activities (299,405) (132,728)

Net (decrease) / increase in cash and cash equivalents (799,307) 583,213

Cash and cash equivalents at the beginning of the period 155,737 (144,189)

Cash and cash equivalents at the end of the period (643,570) 439,024

(Rupees '000)

9

September 30,

2008

September 30,

2007Note
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CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2008 - UNAUDITED

Balance at January 1, 2007 124,006 291,000 1,007,847 1,422,853

Dividend for the year ended December 31, 2006
    @ Rs 10.5 per share -  - (130,206) (130,206)

Transferred from surplus on revaluation
    of fixed assets on account of
    incremental depreciation -  -  4,395 4,395

Profit after taxation for the nine months ended
    September 30, 2007 -  - 445,476 445,476

Balance at September 30, 2007 124,006 291,000 1,327,512 1,742,518

Transferred from surplus on revaluation
    of fixed assets on account of
    incremental depreciation - - 1,469 1,469

Profit after taxation for the quarter ended
    December 31, 2007 -  - 144,571 144,571

Balance at December 31, 2007 124,006 291,000 1,473,552  1,888,558

Dividend for the year ended December 31, 2007
    @ Rs 24 per share - - (297,613) (297,613)

Transferred from surplus on revaluation
    of fixed assets on account of
    incremental depreciation -  - 4,340 4,340

Profit after taxation for the nine months
    ended September 30, 2008 -  -  149,741 149,741

Balance at September 30, 2008 124,006 291,000 1,330,020 1,745,026

Unappropriated
Profit

Total

(Rupees '000)

Share
Capital

Revenue
Reserve

The annexed notes 1 to 11 form an integral part of this condensed interim financial information.

Managing Director &
Chief Executive



Property, plant and equipment

Intangible assets

(Unaudited) (Audited)

Note September 30, December 31,

2008 2007

4.1 947,852 887,117

5,953 3,196

953,805 890,313

(Rupees '000)

4. FIXED ASSETS

NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL INFORMATION

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2008 - UNAUDITED

COMPANY AND ITS OPERATIONS

Hinopak Motors Limited is incorporated in Pakistan as a public limited company and quoted on Karachi

and Lahore Stock Exchanges. The company’s principal activity is the assembly, progressive manufacture

and sale of Hino buses and trucks in Pakistan.

BASIS OF PREPARATION

These condensed interim financial information have been prepared in accordance with the requirements

of International Accounting Standard No. 34, “Interim Financial Reporting” and are being submitted

to the shareholders as required under section 245 of the Companies Ordinance, 1984 and the Listing

Regulations of Karachi and Lahore Stock Exchanges.

ACCOUNTING POLICIES

The present accounting policies and methods of computation adopted for the preparation of these

condensed interim financial information are the same as those applied in the preparation of the annual financial

statements of the company for the year ended December 31, 2007.

New standard adopted during the period by the Securities and Exchange Commission of

Pakistan, that is relevant but not yet effective

IFRS 7, ‘Financial instruments: Disclosures’, and the complementary amendment to IAS 1, ‘Presentation

of financial statements - Capital disclosures’, introduces new disclosures relating to financial instruments

and does not have any impact on the classification and valuation of the company’s financial instruments.

The revised standard will be effective for accounting periods beginning on or after April 28, 2008.

1.

2.

3.
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5. TRADE DEPOSITS AND PREPAYMENTS

These include Rs. 450.26 million (December 31, 2007: Nil) held by banks under margin accounts against
letters of credit.

4.2 Additions / disposals

Building on leasehold land 36,557 1,515 7,875

Plant and machinery 42,000 66,347 1,297 134

Furniture and fixtures 1,155 455

Vehicles

     -  owned 34,695 28,401 3,449 499

     -  held under finance lease 302

Electrical installations 11,948 150 5

Office and other equipments 9,782 7,567 52

136,137 104,435 12,673 940

September 30,

2008

September 30,

2007
(Rupees '000)

September 30,

2008

September 30,

2007

Additions

(at cost)

Disposals

(at net book value)

Nine months ended

-

- -

--

-

-

Operating assets

Capital work-in-progress

(Unaudited) (Audited)

Note September 30, December 31,

2008 2007

4.2 934,067 884,341

2,776

947,852 887,117

(Rupees '000)

4.1 Property, plant and equipment

-

13,785

6. CASH AND BANK BALANCES

Balances with banks
- on current accounts 52,514

- on term deposit accounts 52,000
Cash in hand 24

260,915

- on PLS savings accounts 156,377

3,218

32,000
140

35,358

-

(Unaudited)
September 30,

2008

(Audited)
December 31,

2007
(Rupees '000)



3rd QUARTERLY REPORT - SEPTEMBER 30, 2008

7. TRADE AND OTHER PAYABLES

These include bills payble to Toyota Tsusho Corporation, Japan - associated company amounting to
Rs. 1.79 billion (December 31, 2007: Rs. 0.89 billion).

8. COMMITMENTS FOR CAPITAL EXPENDITURE 65,462 58,816

(Unaudited)
September 30,

2008

(Audited)
December 31,

2007
(Rupees '000)

Profit before taxation 290,036 686,429

Add/(Less): Adjustments for non cash charges and other items

Depreciation and amortisation 76,008 64,502

Mark-up on running finance 4,999 22,419

Gain on disposal of fixed assets (1,743) (2,192)

Return on short term deposits (18,011) (7,917)

Return on PLS saving accounts (31,771) (5,632)

29,482 71,180

Profit before working capital changes 319,518 757,609

EFFECT ON CASH FLOW DUE TO WORKING CAPITAL CHANGES

(Increase) / Decrease in current assets

    Stores, spares and loose tools (7,371) (15,070)

    Stock-in-trade (570,734) 36,208

    Trade debts (222,220) (124,847)

    Loans and advances (17,464) (9,403)

    Trade deposits and prepayments (400,427) (41,417)

    Refunds due from the government - sales tax (62,786) (166,640)

    Other receivables 7,365 7,783

    (1,273,637) (313,386)

Increase in current liabilities    

    Trade and other payables 846,078 593,595

(427,559) 280,209

(108,041) 1,037,818

CASH GENERATED FROM OPERATIONS9.

(Unaudited)
September 30,

2008

(Rupees '000)

(Unaudited)
September 30,

2007



Chairman

11. DATE OF AUTHORISATION FOR ISSUE

This condensed interim financial information was authorised for issue on October 16, 2008 by the Board

of Directors of the company.

Nature of transactionRelationship

77,255

ii. Associated Companies - Purchase of goods and services 2,213,113

- Sale of goods

42,768

- Commission earned 349

- Dividend paid 38,728

- Purchase of property, plant and
  equipment

i. Holding Company - Purchase of goods 64,165

- Royalty 50,434

- Dividend paid

v. Employees' Pension Fund - Contribution paid 3,318

iv. Employees' Gratuity Fund - Contribution paid 2,276

iii. Employees' Provident Fund - Contribution paid 9,078

vi. Key management personnel - Salaries and other employee benefits 29,169

- Post employment benefits 659

-

10. TRANSACTIONS WITH RELATED PARTIES

Disclosure of transactions between the company and the related parties during the period are as follows:

- Technical fee -

176,584

4,252,871

25,516

88,292

136,429
55,064

7,250

8,872

10,079

32,269

507

2,775

91,866

-

(Unaudited)
September 30,

2008

(Unaudited)
September 30,

2007
(Rupees '000)

Managing Director &
Chief Executive
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