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INDEPENDENT AUDITOR.S.’ REPORT
To the members of Hi-Tech Alloy Wheels Limited
Report on the Audit of Financial Statements
Opinion

We have audited the annexed financial statements of Hi-Tech Alloy Wheels Limited
(the Company), which comprise the statement of financial position as at 30 June
2018, and the statement of profit or loss, the statement of comprehensive income,
the statement of changes in equity, the statement of cash flows for the year then
ended, and notes to the financial statements, including a summary of significant
accounting policies and other explanatory information, and we state that we have
obtained all the information and explanations which, to the best of our knowledge and
belief, were necessary for the purpose of the audit.

In our opinion and to the best of our information and according to the explanations
given to us, the statement of financial position, the statement of profit or loss, the
statement of comprehensive income, the statement of changes in equity and the
statement of cash flows together with the notes forming part thereof conform with
the accounting and reporting standards as applicable in Pakistan and give the
information required by the Companies Act, 2017 (XIX of 2017), in the manner so
required and respectively give a true and fair view of the state of the Company's
affairs as at 30 June 2018 and of the profit, comprehensive income, the changes in
equity and its cash flows for the year then ended.

#

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs)
as applicable in Pakistan. Our responsibilities under those standards are further
described in the Auditors’ Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company in accordance with the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional
Accountants as adopted by the Institute of Chartered Accountants of Pakistan (the
Code) and we have fulfilled our other ethical responsibilities in accordance with the
Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matter

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the current period. These
matters were addressed in the context of our audit of the financial statements as a
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whole, and in forming our opinion thereon, and we do not provide a separate opinion
on these matters.

Following is the Key audit matter:

S. No. | Key audit matters How the matter was addressed
in our audit
1. Property, plant and equipment
Refer notes 3.1 and 4 to the Our audit procedures to assess the
financial statements, recognition of property, plant and
equipment included the following:
The net book value of the
Company’s property, plant and ¢ assessed the Company's
equipment as at 30 June 2018 capitalization policy to determine
was Rs. 1,072.4 million. compliance with relevant
accounting standards and tested
The Company continues to invest the operating effectiveness of
in significant capital projects controls over the application of
mciudmg thle assfembllng ]fﬁ , the policy to expenditure
impor . . L
and painting o Allo Wheels, The | eued on projects withi the
Sﬁrr:;pn?ny\;glrso acquired land in the during the year:
We identified this as a key audit | © 2558Ssed the nature of costs
matter as capital expenditure s C_ap\tal Prejects
requires consideration of the through testing of amounts_
“nature of costs incurred to ensure tecarded.and.thexelgtad third
that the capitalization of property, party invoices and contracts, and
plant and equipment meets the considering whether the
specific recognition criteria of expenditure met the criteria for
relevant accounting standard capitalization under relevant
specifically in relation to assets accounting standards;
constructed by the Company.

s considered the allocation of
costs between capital and
operating expenditure;

e examined the title documents,
including title deed, to assess
whether the title document is in
the name of the Company; and
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S. No. | Key audit matters How the matter was addressed

in our audit

e assessed whether capitalization
of construction costs should
cease when the asset is in such
condition operationally ready in
the manner as intended by the
Company.

Information Other than the Financial Statements and Auditors’ Report Thereon

Management is responsible for the other information. The Other Information
comprises the information included in the Company's Annual Report but does not
include the financial statements and our auditors report thereon.

Our opinion on the financial statements does not cover the other information and we
do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read
the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this
regard. .

Responsibilities of Management and the Board of Directors for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with the accounting and reporting standards as applicable in
Pakistan and the requirements of Companies Act, 2017 (XIX of 2017) and for such
internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern hasis of accounting unless
management either intends to liquidate the Company or to cease operations, or has no
realistic alternative but to do so.

Wt



kbMbE!

KPMG Taseer Hadi & Co.

Board of directors are responsible for overseeing the Company’s financial reporting
process.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditors’ report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs as applicable in Pakistan will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these
financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise
professional judgment and maintain professional skepticism throughout the audit. We
also:

° Identify and assess the risks of material misstatement of the financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations,
or.ﬂthe override of internal control.

° Obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Company’s
internal control.

e Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by
management.

° Conclude on the appropriateness of management'’s use of the gbing concern

basis of accounting and, based on the audit evidence obtained, whether a
material uncertainty exists related to events or conditions that may cast
significant doubt on the Company's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in
our auditors’ report to the related disclosures in the financial statements or, if
such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditors’ report.
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However, future events or conditions may cause the Company to cease to
continue as a going concern.

o Evaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with the Board of Directors regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

We also provide the Board of Directors with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them
all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated with the Board of Directors, we determine those
matters that were of most significance in the audit of the financial statements of the
current period and are therefore the key audit matters. We describe these matters in
our auditors’ report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences of doing so
would reascnably be expected to outweigh the public interest benefits of such
communication. '

Report 6n Other Legal and Regulatory Requirements
Based on our audit, we further report that in our opinion:

a) proper books of account have been kept by the Company as required by the
Companies Act, 2017 (XIX of 2017);

b) the statement of financial position, the statement of profit or loss, the statement
of comprehensive income, the statement of changes in equity and the
statement of cash flows together with the notes thereon have been drawn up in
conformity with the Companies Act, 2017 (XIX of 2017) and are in agreement
with the books of account and returns;

c) investments made, expenditure incurred and guarantees extended during the
year were for the purpose of the Company's business; and

d) no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980
(XVIII of 1980).

e
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The engagement partner on the audit resulting in this independent auditors’ report is
Amyn Malik. :

Date: 28 January 2019 KPMG Taseer Hadi & Co.
Chartered Accountants

Karachi



Hi-Tech Alloy Wheels Limited

(formerly Hi-Tech Autoparts (Private) Limited)

Statement of Financial Position
As at 30 June 2018

Note
ASSETS

Non-current assets ‘
Property, plant and equipment 4
Equity-accounted investees
Other investments 5

(&)}

Current assets

Advances, deposits, prepayments and other receivables 5
Accrued mark-up

Taxation - net

Cash and cash equivalents 7

Total assets
EQUITY AND LIABILITIES
Share capital and reserves

Authorised share capital: 400,000,000 (30 June 2017 50,000,000}
ordinary shares of Rs.10 each

Issued, subscribed and paid-up share capital 8
Unappropriated profit / (accumulated loss)

LIABILITIES
Non-current liability

Deferred tax liability 16.5

Current liabilities

Due 1o related party - net 9
Other payables 10
Total equity and liabilities

CONTINGENCIES AND COMMITMENTS 11

The annexed notes 1 to 23 form an integral part of these financial statements.

o

Chief Finar’{cial Officer Chief Executive

30 June 30 June
2018 2017
(Rupees)
1,072,350,760 75,600,000
349,577,164 -

- 53,837,468
1,421,927,924 129,437,468
16,172,389 -

2,073,717 1,047,357
2,118,772 -
513,092,581 " 120,859,274
533,457,459 121,906,631
1,955,385,383 251,344,099
4,000,000,000 500,000,000
1,315,450,000 250,000,000
93,616,119 (2,118,848)
1,409,066,119 247,881,152
36,339,781 ¢
508,051,412 3,317,935
1,928,071 145,012
509,979,483 3,462,947
1,955,385,383 251,344,099

|

Director




Hi-Tech Alloy Wheels Limited

(formerly Hi-Tech Autoparts (Private) Limited)

Statement of Profit or Loss
For the year ended 30 June 2018

For the period
from 13 January

Note 30 June 2017 to
2018 30 June 2017
{Rupees)
Income .
Mark-up Income 12 19,721,187 368,926
Expenses
Administrative expenses 13 (28,070,240) (2,180,520)
Loss on sale of investment 522 (1,925,973) -
(29,996,213) (2,180,520)

Finance cost 14 (7,279,586) (4,854)
Excess of Company's share in the book

value of net assets over the cost of investment 5441 139,032,054 -
Share of profit in associate - net 51.1 10,545,110 -
Profit / (loss) before taxation 132,022,552 (1,816,448)
Taxation - net 15 (36,287,585) {302,400)
Profit / (loss) after taxation 95,734,967 {2,118,848)
Earnings / {loss) per share - basic and diluted 16 1.60 (0.08)

The annexed notes 1 to 23 form an integral part of these financial statements.

W 2
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Chief Financial Officer Chief Executive

Director




Hi-Tech Alloy Wheels Limited
(formerly Hi-Tech Autoparts (Private) Limited)

Statement of Comprehensive Income
For the year ended 30 June 2018

For the period
from 13 January

30 June 2017 to 30 June
2018 2017
(Rupees)
Profit / {loss) after taxation 95,734,967 (2,118,848}
Other comprehensive income
Total comprehensive income for the year / period 95,734,967 (2.118,848)

The annexed notes 1 to 23 form an integral part of these financial statements.

W

L %ﬂ

Chief Fina}acéal Officer Chief Executive / Director




Hi-Tech Alloy Wheels Limited

(formerly Hi-Tech Autoparts (Private) Limited)

Statement of Cash Flows
For the year ended 30 June 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Profit / (loss) before taxation

Adjustments for

Loss on sale of investment
Share of profit in asscciate - net
Depreciation

Mark-up income

Excess of Company's share in the hook value of net assets over the cost of

investrnent

Working capital changes

Increase in current assets
Advances, deposits, prepayments and other receiv

Increase in current liabilities
Due to related parues
Other payables

Cash (used in) / generated from operations

Tax paid

ables

Net cash (used in) / generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from sale of investment
Acguisition of investment

Accrued mark-up received ¢

Acquisition of property, plant and equipment
Net cash used in investing activities

CASH FLOWS FROM EINANCING ACTIVITIES
Proceeds from issue of share capital

Loan from holding company

Net cash generated from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents al beginning of the year

Cash and cash equivalents at end of the year / period

The annexed fotes 1 1o 23 form an integral part of these financial statements,

FEd

Chief Financial Officer

Chief Executive

Note

522
5,31
4.1
12

515

[s+]

For the period
from 13 January

30 June 2017 10
2018 30 June 2017
(Rupees)
132,022,552 (1,816,448
1,925,973 -
(10,545,110}
7,481 -
(19.721,187) (368,926)
{(139,032,054) -
(35,342,345) (2,185,374
(16,172,389)
9,733,477 3,317,935
1,783,059 145,012
11,516,536 3,462,947
(39,998,198} 1,277,573
{2,066,576) (302,400)
(42,064,774) 975,173
51,911,495, <
(200,000,000) (54,515,899}
18,694,827 -
(996,758,241) (75,600,000}
(1,126,151,919)  (130.11 5,899}

1,065,450,000

r 250,000,0%1

495,000,000

1,560,450,000 250,000,000
392,233,307 120,859,274
120,859,274 -
513,092,581 120,889,274

Director




Hi-Tech Alloy Wheels Limited
(formerly Hi-Tech Autoparts (Private) Limited)

Statement of Changes in Equity
For the year ended 30 June 2018

Share capital _Revenue reserve Total
Note Issued, (Accumulated
subscribed loss) /
and paid up Unappropriated
share capital profit
cmmemmemmc e ennee o= (RUPEES) =mmmrmmmmmmmmmmmcmmmsmmnmnmees
Transactions with owners of the Company
lssue of 25,000,000 ordinary shares
at the rate of Rs. 10 per share 250,000,000 - 250,000,000
Total comprehensive income for the period
from 13 January 2017 to 30 June 2017
Loss for the period - (2,118,848) ©(2,118,848)
Other comprehensive income 7 7 -
- (2,118,848} (2,118,848)
Balance as at 30 June 2017 250,000,000 (2,118,848) 247,881,152
Total comprehensive income for the year
ended 30 June 2018
Protit for the year - 95,734,967 95,734,967
Other comprehensive INCOME - - ¥
- 95,734,967 95,734,967
Transactions with owners of the Company
lssue of 106,545,000 ordinary shares
at the rate of Rs. 10 per share 8.1 1,065,450,000 - 1,065,450,000
Balance as at 30 June 2018 1,315,450,000 93,616,119 _1,408,066,119
I

The annexed

s

Ed

Chief Financial Officer

%%f%i

Chief Executive

tes 1 10 23 form an integral part of these financial statements.

Director




Hi-Tech Alloy Wheels Limited
(formerly Hi-Tech Autoparts (Private) Limited)

Notes to the Financial Statements
For the year ended 30 June 2018

1.

1.1

1.1.1

1.1.2

1.1.6

1.2

CORPORATE AND GENERAL INFORMATION
Legal status and operations

Hi-Tech Alloy Wheels Limited (HAWL) (Formerly Hi-Tech Autoparts (Private) Limited) (the Company) is a public imited company incorporated
in Pakistan on 13 January 2017 (as & private limited company) under the repealed Companies Ordinance, 1984 (Repezled with the
enactment of the Companies Act, 2017 on May 30, 2017)

The principal activity of the Company 1s Lo manulacture alloy wheels of various specifications and sell them 1o local car assemblers.
Cutrently the company is In construction phase and 1ts commercial production is expected to commune by December 2019

The Company Is a subsidiary of Loads Limited (the holding company), a listed company incorporated in Pakistan. The helding company 1s
Iisted on Pakistan Stock Exchange Limited (PSX)

The geographical location and address of the Company's business units, including plant 1s as under.
The Company's registered office 1s situated at Plot No. 23, Sector 19, Korangi Industrial Area, Karachi; and

The Company has acquired lend for establishing industral unit which is located at National industnal Park, Bin Qasim, the Special
Economic Zone declared by Government ol Sindh.

The Board of Directors of the Company in therr meeting held on 26 March 2017 resolved 1o change the name from Hi-Tech Auloparts
{Private) Limited to Hi-Tech Alloy Wheels Limited. The certificate of change in name was issued on 22 February 2018 by the registrar of the
Company On 9 April 2018, the status of the Company was changed from “Private Limited® to "Public Limited”. Accordingly, the name of the
Company i1s Hi-Tech Alioy Wheels Limited.

The Company is in the process of listing on PSX. Accordingly, these financial statements for the year ended 30 June 2018 may be
published in the Prospectus, for Initial Public Offering (IPO). The Company has commenced its operations from 13 January 2017, therefore,
the comparison periad in the statemenl of profit or loss represents pencd from 13 January 2017 10 30 June 2017.

Summary of significant events and transactions In the current reporting period

The Company's financial position and performance was particularly allected by the following events and transactions during the reporting
pericd

Investments made in the ordinary shares of Specialized Autoparts Industnes (Private) Limited (SAIL) and Muitiple Autoparts Industries
(Private) Limited (MAIL), associated companies (refer note 5);

Oblained long-term loan from the holding company amounting to Rs. 485 mullion frefer to note 9);
Capital expenditure incurred lor the purchase of second hand plants for the manulactuning and painting of Alloy wheels (refer to note 4);

The Company increased 1ts authorized share capital from Rs. 500 million to Rs. 4,000 million to meet the cash flow requirements and
issued 106.545 milion ordinary shares (refer note 8); and

P
Due to the first ume application of financial reporting requirements under the Companies Act, 2017, including disclosure and
presentation requirements of the fourth schedule of the Companies Act, 2017, few additional disclosures are included in the notes
11,12,41,112.1568nd 17

BASIS OF PREPARATION

Statement of compliance

These financial slaterments have been prepared in sccordance with the accounting and reporting slandards as applicable in Pakistan. The
accounting and reporting standards applicable in Pakistan comprise ol:

International Financial Reporting Standards (IFRS Standards) issued by the International Accounung Standards Board (IASB) as notified
under the Companies Act, 2017; and

Prowisions of and directives issued under the Companies Act, 2017

Where provisions of and directives 1ssuad under the Companies Act, 2017 differ from the IFRS Standards, the provisions of and directives
issued under the Companies Act, 2017 have been followed

The Companies Act, 2017, was enacted on 30 May 2017 and is applicable with immediate effect. The Securities and Exchange Commission
of Pakistan through press release and vide circular no 23 of 2017 dated 4 October 2017 has decided that all the companies whose financial
year, including quarterly and other interim period, closes on or before 31 December 2017, shali prepare their financial statements, including
intenm financial statements, in accordance with the provisions of the repealed Companies Ordinance, 1984 The new requirements of the
Companies Act, 2017 shall be applicable to the companies having their financial year closure after 31 December 2017

e



2.2

23

24

25

Basis of measurement
These financial statements have been prepared under the historical cost convention.
Functional and presentation currency

These financial statements are presented in Pak Rupees which is the functional currency of the Company. Amounts presented in the
financial statements have been rounded off to the nearest of Rupees, unless otherwise stated.

Use of judgments and estimates

The preparation of financial statements in conformity with approved accounting standards, as epplicable in Pakistan, requires management
10 make judgments, estimates and assumptions that affect the application of policies and the reported amounts of assets, liabilities, income
and expenses.

The estimates and associsted assumptions are based on historical experience and various other factars that are believed to be reasonable
under the circumstances, the results of which form the basis of making the judgments about the carrying values of assets and liabilities
that are not readily apparent from other sources. Actual results may differ from these estimates. The estimates and underlying
assumptions are reviewed on an ongoing basis. Revisions 10 accounting estimates are recognized in the period in which the estimate is
revised if the revision affects only that period or in the period of revision and future periods if the revision affects both current and future
periods.

In the process of applying the Company's accounting polices, management has made the following accounting estimates and judgments
which are signiticant to the financial statements and estimates with a significant risk of material adjustment in future years are discussed
below:

- Property, plant and equipment {notes 3.1 and 4);
Contingencies (note 11};
Taxation [note 3.4 and 15); and
- Classification and valuation of financial instruments (notes 3.8 and 5)

Standards, Interpretations and amendmaents to published approved accounting standards that are not yet effective

The following International Financial Reporting Standards {IFRS Standards) as notified under the Companies Act, 2017 and the
amendments and interpretations thereto will be effective for accounting periods beginning on or after 01 July 2018:

- Classification and Measurement of Share-based Payment Transactions - amendments to IFRS 2 clarify the accounting for certain types
of arrangements and are effective for annual periods beginning on or after 1 January 2018. The amendments cover three accounting
areas (a) measurement of cash-settied share-based payments; (b) classification of share-based payments settled net of tax
withholdings; and (c) accounting for a modification of a share-based payment from cash-settled to equity-settled. The new requirements
could affect the classification and/or measurement of these arrangements and potentially the timing and amount of expense recognized
for new and outstanding awards. The amendments are not likely to have an impact on Company's financial statements.

- Transfers of Investment Property [Amendments to LAS 40 ‘Investment Property’| - (effective for annual periods beginning on or after 1
January 2018) clarifies that an entity shall transier a property to, or from, investment property when, and only when there is & change in
use. A change in use occurs when the property meets, or ceases to meet, the definition of investment property and there is evidence of
the change in use. In isolation, a change in management's intentions for the use of a property does not provide evidence of a change in
use. The amendments are not likely 1o have an impact on Company’s financial statements.

Annual Improvements to IFRSs 2014-2018 Cycle [Amendments to IAS 28 ‘Investments in Associates and Joint Ventures’] (effective for
annual periods beginning on or after 1 January 2018) clarifies that a venture capital organization and other similar entities may elect to
measure investments in associates and joint ventures at fair value through profit or loss, for each associate or joint venture separately
at the time of initial recognition of investment. Furthermore, similar election is available to non-investment entity that has an interest in
an associate or joint venture that is an investment entity, when applying the equity method, to retain the fair value measurement applied
by that investment entity associate or joint venture to the investment entity associate's or joint venture's interests in subsidiaries. This
election is made separately for each investment entity associate or joint venture. The amendments are not likely to have an impact on
Company's financial statements.

IFRIC 22 'Foreign Currency Transactions and Advance Consideration' (effective for annual periods beginning on or after 1 January 2018)
clarifies which date should be used for translation when a foraign currency transaction involves payment or receipt in advance of the
item it relates to. The related item is translated using the exchange rate on the date the advance foreign currency is received or paid end
the prepayment or deferred income is recognized. The date of the transaction for the purpose of determining the exchange rate to use on
initial recognition of the related asset, expense or income {or part of it} would remain the date on which receipt of payment from
advance consideration was recognized. |f there are multiple payments or receipts in advance, the entity shall determine a date of the
transaction for each payment or receipt of advance consideration. The application of interpretation is not likely to have an impact on
Company's financial statements.

- IFRIC 23 'Uncertainty over Income Tax Treatments’ (effective for annual periods beginning on or after 1 January 2018) clarifies the
accounting for income tax when there is uncertainty over income tax treatments under IAS 12. The interpretation requires the
uncertainty over tax treatment be reflected in the measurement of current and deferred tax. The application of interpretation is not likely
to have an impact on Company's financial statements.

IFRS 15 ‘Revenue from contracts with customers' {eflective for annual pericds beginning on or after 1 July 2018). IFRS 16 establishes &
comprehensive framework for determining whether, how much and when revenue is recognized. It replaces existing revenue
recognition guidance, including IAS 18 ‘Revenue’, IAS 11 *Construction Contracts’ and IFRIC 13 "Customer Loyalty Programmes’. The
Company is currently in the process of analyzing the potential impact of changes required in revenue recognition policies on adoption of
the standard.

MN



3.1

- IFRS 8 'Financial Instruments’ and amendment — Prepayment Features with Negative Compensation (effective for annual periods
beginning an or after 1 July 2018 and 1 January 2019 respectively). IFRS 9 replaces the existing guidance in IAS 39 Financial
Instruments: Recognition and Measurernent. IFRS 9 includes revised guidance on the classification and measurement of financial
insttuments, a new expected credit loss model for calculating impairment on linancial assets, and new general hedge accounting
requirements. It also carnes forward the guidance on recognition and derecognition of financial instruments from IAS 39. The Company
1s currently in the process of analyzing the potential impact of changes required in classification and measurement of financial
instruments and the impact of expected loss model on adoption of the standard.

IFRS 16 "Leases’ (eflective for annual penad beginning on or after 1 January 2018). IFRS 16 replaces existing leasing guidance, including
IAS 17 'Leases’, IFRIC 4 ‘Determining whether an Arrangement contains a Lease’, SIC-15 ‘Operating Leases- Incentives’ and SIC-27
‘Evaluating the Substance of Transactions Involving the Legal Form of a Lease’ IFRS 16 introduces a single, on-balance sheet lease
accounting model for lessees. A lessee recognizes a right-of-use asset representing its right 10 use the underlying asset and a lease
liability representing its obligation to make lease payments. There are recognition exemptions for short-term leases and leases of low-
value items. Lessor accounting remains similar to the current standard 1.e. lessors continue to classify leases as finance or operating
leases. The Company 1s currently in the process of analyzing the potential impact of its lease arrangements that will result in recognition
of nght to use assets and liabilities on adoption of the standard.

Amendment to IAS 28 ‘Investments in Associates and Joint Ventures' - Long Term Interests in Associates and Joint Venlures (effective
for annual period beginning on or after 1 January 2019). The amendment will alfect companies that finance such entities with preference
shares or with loans for which repayment is not expected in the foreseeable future (referred 1o as long-term interests or "LTI’). The
amendment and accompanying example state that LTI are in the scope of both IFRS 9 and IAS 28 and explain the annual sequence in
which both standards are 1o be applied

Amendments 1o 1AS 18 'Employee Benelfits'- Plan Amendment, Curtailment or Settlement (effective for annual periods beginning on or
after 1 January 2019). The amendments clarify that on amendment, curtailment or settlement of a defined benelit plan, 8 company now
uses updated actuarial assumptions to determine its current service cost and net interest for the period; and the effect of the asset
ceiling 1s disregarded when calculating the gain or loss on any settlement of the plan and is dealt with separately in other comprehensive
income. The application of amendments is not likely to have an impact on Company’s financial statements

Annual Improvements to IFRS Standards 2015-2017 Cycle - the improvements address amendments to following approved accounting
standards.

IFRS 3 Business Combinations and IFRS 11 Joint Arrangement - the amendment aims to claniy the accounting treatment when &
company increases its interest in a joint operation that meels the definition of a business. A company remeasures Its previously held
interest in a joint operation when it oblains control of the business. A company does not remeasure its previcusly held interestin & joint
operation when it obtains joint control of the business.

IAS 12 Income Taxes - the amendment clarifies that all income tax consequences of dividends {including payments on financial
instruments classified as equity] are recognized consistently with the tiznsaction thal generates the distributable profits

IAS 23 Borrowing Costs - the amendment clarifies thal a company reats as part of general borrowings any borrowing originslly made 10
develop an asset when the asset s ready for its intended use or sale

The above amendments are elfective from annual perniod beginning on or atter 1 January 2019 and are not likely to have an Impact on
Company's linancial statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies and the methods of computation adopted in the preparation ol these financial statements are the same as those
applied in the preparation of the tinancial statements as &t and for the period ended 30 June 2017. The significant accounting policies
applied in the preparation of these financial statements are set out below:

Property, plant and aqulp‘ment

Recognition and measurement

ltems of property, plant and equipment are measured al cost less accumulated deprecialion and accumulated impairment losses, if any.
Land and capital work-in-progress are slated at cost less impairment losses, il any

Il significant parts cf an item of property, plant and equipment have different useful ives, then they are accounted for as separate ierns
{major compenents) of property, plant and equipment

Subsequent expenditure

Subseguent expenditure incurred is capitalized only if it is probable that future economic benefits associated wilh the expenditure will flow
to the entity. The casts of the day-to-day servicing of property, plant and equipment are recognized in profit or loss account as incurred.

Depreciation
Depreciation charge is based on the reducing balance method.

Depreciation on additons 1o property, plant and equipment is charged from the month in which an item is acquired or capitalized while no
depreciation is charged for the month in which the item is disposed off.

Depreciation methods and rates are reviewed at each reporting date and adjusted if appropriate.
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Gains and losses on disposal
Any gain or loss on disposal of an item of property, plant and equipment is recognized in the profit or loss account.
Loans, advances, deposits and other recelvables

Loans, advances, deposits and other receivables are recognized initially at fair value and subsequently measured at amortized cost less
provision for impairment, if any. A provision for impairment is established when there is an objective evidence that the Company will not be
able to collect all amounts due according to the original terms of receivables. Loans, advances and other receivables considered
irrecoverable are written off.

Cash and cash equivalents

Cash and cash equivalents compfise of cash in hand and deposits with banks and highly liquid financial assets with maturities of three
maonths or less from the date of acquisition that are subject to an insignificant risk of changes in their fair value.

Taxatlon

Income tax expense comprises of current and deferred tax. Income tax expense is recognized in profit or loss account except to the extent
that it relates to an item recognized directly in other comprehensive income in which case it is recognized in other comprehensive income.

Current tax

Current tax is the expected tax payable of receivable on the taxable income or loss for the year, using tax rates enacted or substantively
enacted at the reporting date, and any adjustment to tax payable in respect of previous years.

Deferred tax

Deferred tax is recognized using balance sheet liability method, providing for temporary difference between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for taxation purposes. The amount of deferred tax provided is based on
the expected manner of reslization or settiement of the carrying amount of assets and liabilities, using the tax rates enacted or
substantively enacted at the balance sheet date.

The Company recognizes deferred tax asset to the extent that it is probable that taxable profits for the foreseeable future will be available
against which the asset can be utilized. Deferred tax assets are reduced to the extent that it is no longer probable that the related tax
benefit will be realized.

Trade payables and other liabilities

Trade payable and other liabilities are recognized initially at fair value plus directly attributeble cost, if any, and subsequently measured at
amortized cost.

Provisions

A provision is fecognized in the balance sheet when the Company has a legel or constructive obligation as a result of a past event, and it is
probable that an outtlow of economic benefits will be required to settle the obligation and a reliable estimate can be made of the amount of
obligation. The amount recognized as a provision reflects the best estimate of the expenditure to settle the present obligation at the
reporting date.

Revenua recognition

- Revenue is recognized to‘the extent that it is probable that the economic benetits will flow to the Company and the revenus can be
measured reliably. Revenue is measured at the fair value of the consideration received or receivable, excluding discounts, rebates and
government levies.

- Mark-up on bank deposil, government securities, term deposit receipts and debt instruments is recognized on time apportioned basis
using effective interest rate method.

- Gains / (losses) arising on sale of investments are included in the profit or loss account in the period in which they arise.

Financlal Instruments

The Company classifies its financial assets into held-to-maturity’ and ‘loans and receivables’.
The Company classifies its financial liabilities in ‘other financial’ liabilities category.

Financlal assets and financial llabilities - recognition and derecognition

The Company initially recognizes loans and receivables on the date when they are originated. All other financial assets and financial
liabilities are initially recognized on the trade date when the entity becomes a party to the contractual provisions of the instrument.

The Company derecognizes a financial asset when the contractuel rights to the cash flows from the asset expire, or it transfers the rights to
receive the contractual cash flows in a transaction in which substantially all of the risks and rewards of ownership of the financiel esset ere
transierred, or it neither transfers nor retains substantially all of the risks and rewards of ownership and does not retain control aver the
transierred assetl. Any interest in such derecognized financial assets that is created or retained by the Company is recognized as a separate
asset or liability.

The Company derecognizes a financial liability when its contractual obligations are discharged or cancelled, or expired.
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Offsetting of financial assets and financial liabilities

Financial assets and financial liabilities are offset and the net emount is reported in the financial statements only when there is legally
enforceable right to set-off tha recognized amounts and the Company intends either to settle on a net basis or to realize the assets and to
settle the liabilities simultaneously.

Financlal assets - measurement
a) Held-to-maturity financial assets

These assets are initially measured at fair value plus any directly attributable transaction costs. Subsequent to initial recognition, they are
measured at amortized cost using the effective interest rate method.

b) Loans and receivables

These assets are initially recognized at fair value plus any directly attributable transaction costs. Subsequent to initial recognition, they
are measured at amortized cost using the effective interest rate method.

Financial llabilities - measurement

All financial ligbilities are initially recognized at fair value less any directly attributable transaction costs. Subsequent to initial recognition,
these liabilities are measured at amortized cost using the etfective interest rate method.

Impairment
Financial assets (including receivables)

Financial assets not classified as at fair value through profit or loss are assessed at each reporting date to determine whether there is
objective evidence that they are impaired. A financial esset is impaired if objective evidence indicates that a loss event has occurred after
the initial recognition of the asset, and that the loss event had a negative effect on the estimated future cash flows of that asset that can be
estimated reliably. Objective evidence that financial assets are impaired may include default or delinquency by a debtor, indications that a
debtor or issuer will enter bankruptcy.

All individually significant receivables are assessed for specific impairment. All individually significant receivables found not to be specifically
impaired are then collectively assessed for any impairment that has been incurred but not yet identified. Receivables that are not
individually significant are collectively assessed for impairment by grouping together receivables with similar risk characteristics.

An impairment loss in respect of a financial asset measured at amortized cost is caiculated as the difference between its carrying amount
and the present velue of the estimated future cash flows discounted at the asset's original effective interest rate. Lossas are recognized in
profit and loss and reflected in an allowance account agsinst receivables, Interest on the impaired asset continues to be recognized through
the unwinding of the discount. When a subsequent event causes the amount of impairment loss to decrease, the decrease in impairment
loss is reversed through profit or loss account.

Non-financial assets

The carrying amounts of non-financial assets are reviewed at each reporting date 1o determine whether there is any indication of
impairment. If any such indication exists, then the asset's recoverable amount is estimated. The recoverable amount of an asset or cash-
generating unit is the greater of its value in use and its fair value less costs to sell. In assessing value in use, the estimated future cash
flows are discounted to their present value using & pre-tax discount rate that reflects current market assessment of the time value of
maney and the risks specific to the asset. For the purpose of impairment testing, assets that cannot be tested individually are grouped
together into the smallest group of assets that generates cash inflows from continuing use that are largely independent of the cash inflows
of other assets or groups of assets (the “cash-generating unit, or CGU"}).

The Company's corporate assets do not generate separate cash inflows, If thera is an indication that a corporate asset may be impaired,
then the recoverable amount is determined for the CGU to which the corporate asset belongs. An impairment loss is recognized if the
carrying amount af an asset 6r its CGU exceeds its estimated recoverable amount. Impairment losses are recognized in profit of loss
account.

Impairment loss recognized in prior periods are assessed at each reporting date for any indications that the loss has decreased or no longer
exists. An impairment loss is reversed it there has been a change in the estimates used to determine the recoverable amount. An
impairment loss is reversed only 1o the extent that the asset's cafrying amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortization, if no impairment loss had been recognized.

Foreign currency transactions

Transactions in foreign currencies are translated into Pakistan Rupees at the rates of exchange eapproximating those prevailing on the date
of transactions. Monetary assets and liabilities in foreign currencies are translated into Pakistan Rupees at the rates of exchange ruling on
the balance sheet date. Exchange diflerences are included in the profit or loss account currently. Non-monetary items that are measured
based on historical cost in a foreign currency ere not translated.

Interests In equity-accounted investees

Associates are those entities in which the Company has significant influence, but not control or joint control, over the financial and
operating policies.

Interests in associates are accounted for using the equity method. They are initially recognised at cost, which includes transaction costs.
Subsequent to initial recognition, the financial statements include the Company's share of the profit or loss and other comprehensive
income of associates, until the date on which significant influence ceases.

An impairment loss in respect of an equity-accounted investee is measured by comparing the recoverable amount ot the investment with
its carrying amount. An impairment loss is recognized in profit or loss, and is reversed if there has been a favorable change in the estimates
used to determine the recoverable amount.
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PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment
Capital work-in-progress

Property, plant and equipment

Cost
Accumulated depreciation
Carrying amount at 01 July 2017

Additions / Transfers
Deprecisation charge for the year
Carrying amount at 30 June 2018

The carrying amount as a1 30 June 2018 is
aggregate of:

Cost

Accumulated depreciation

Rate (%)

Capital work-in-progress
Advances against:

- plant

- land

- vehicle

- building on leasehold land

Note 30 June 30 June
2018 2017
(Rupees)
342,745 -
4.2 1,072,008,015 75,600,000
1,072,350,760 75,600,000
30 June 2018
Furniture Office Computers Capital work Totsl
and fixtures equipment and ancillary Iin progress
equipment {Nota 4.2}
(Rupeas)
- - - 75,600,000 75,600,000
- 75,600,000 75,600,000
25,000 68,578 256,648 936,408,015 996,758,241
(308) (845) {6,328) . (7.481)
24,692 67,733 250,320 1,072,008,015  1.072,350,760
25,000 68,578 256,648 1,072,008,015 1,072,358.241
(308) (845) (6,328) . (7,481}
24,692 67,733 250,320 1,072,008,015 1,072,350,760
15 15 30
Note 30 June 30 June
2018 2017
(Rupees)
4.3 898,327,947 -
4.4 151,275,600 76,600,000
4,916,150 -
17,488,318 -
1,072,008,015 75,600,000

This includes amount of Rs. 485.236 million and Rs. 364.613 million in respect of a plant for manufacturing of alloy wheels
and a plant for painting of alloy wheels, respectively, Plant for Manufacturing of alloy wheels has been imported in current

year, where as advance has been paid for plant for painting of alloy wheels. Details are as follows:

The Company entered into an agreement on 11 December 2017 to purchase an old and used alloy wheels manufacturing plant
along with available related sﬁare parts, two aftermarket dies and manuals for operation and maintenance of equipment (‘the
Plant’) from Arrowcrest Group Pty Ltd trading as "ROH Automative’ and Toyota Mator Corporation Australia Limited (jointly
referred as ‘the Seller’) at a price of AUD 4.3125 million {excluding dismantling cost}. The seller engaged Grays (Aust) Holdings
Pty Ltd ("the Selling Agent’) for the sale of the plant. Based on the inspection cerried out by the management of the Caompany on
29 August 2017 st ROH Automative's site, the Plant was purchased on ‘As is, where is’ and 'as inspected" basis. Further, the
Company contracted with Samaras Structural Engineers for dismantling, packaging, loeding and removal of the plant from ROH
Automotive site and Ssaway Logistics for forwarding and shipping the plant to Karachi Port, Pakistan. The terms of the agreement
state that the title of the plant will transfer to the Company after receipt of the purchase amount by the Selling Agent.

Following is the repayment schedule as per the sforemantioned agreement between the Company and the Seller:

Particulars Contingent upon Payable after _|Amount in AUD

Down payment - 30% of the total Letter of credit which will be opened on or before 5 days 11 December 1,293,750
purchase amount after the signing of the purchase agreement. 2017

Second payment - 40% of the total Payable upon commencement of the dismantling of the 9 Januery 2018 1,725,000
purchase amount plant from ROH Automative site.

Final payment - 30% of the total Payable before the last group of container will leave Not applicable 1,283,750
purchase amount from ROH Automative site.

Total 4,312,500
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