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CHAIRMAN’S REVIEW

It is a pleasure for me to present to you the half-yearly accounts and review of the performance
of the company for the period ending December 31, 2007.

The Economy

Whilst the growth is still high at around 6.5 %, on the back of a robust services sector, the
budget deficit, reserves and inflation higher interest rates and a lower exchange rate are
the issues to be addressed during this consolidation period that the economy is passing
through.

On the other hand agriculture sector, is once again showing resilience and giving the economy
a solid base. A record high output of 62.3 million tons of sugarcane on the back of better
water availability, favourable weather conditions and high sugarcane price is a good sign.
Sugar industry is the second largest industry in the country and it will also benefit from this
bumper harvest as estimates are of a record production of 4 million tons of sugar this year.
Wheat production target is also set at an all time high of 24 million tons. With farm produce
prices at fairly high level, the agro sector is set to perform well and may very well surpass
its budgeted growth target of 4.8 percent for the year 2008.

The large scale manufacturing is passing through a consolidation period. There has been
a slow down in the textile sector, which could post a meagre growth of only 2 percent
YoY for the Jul-Sep 07 compared to a growth of 14.3 for the same period of the previous
year. Still, a growth of 6.9 percent on a larger base of the economy is a significant
achievement, given the difficult period the economy is passing through. The average GDP
growth from 1951 to 2007 has been 5.14% which I believe will be maintained in all
circumstances.

Motorcycle Industry

Motorcycle industry has held its own in the wake of a general slowdown in the automotive
sector. The motorcycle sector registered a 32 percent growth during Jan 07 to Dec 07 over
the same period last year. The industry has around 52 manufacturers and an installed capacity
of around 2 million units per annum. Production in the year 2008 should easily surpass last
year's achievement of 800,000 units. However, the industry is being held back by a few
negative factors, which if properly addressed, will allow the industry to become a major
source of revenue for the nation in local currency as well as in foreign exchange. First, the
healthy growth has been held back in face of unfair competition from the unorganized sector
that is taking an unfair price advantage as it is flouting the Government's efforts to create
a level playing field by avoiding taxes and Government levies. Secondly, the ever increasing
cost of inputs is pushing up production costs exponentially. This in the long run may affect
the aspiration of the industry to become a major export industry, which it is poised to
become one.

During July - Dec FY08 your company achieved sales of 207,588 units - an all time high
achievement! These sales were achieved as many initiatives that had been taken over the
last couple of years came together to make Atlas Honda the most rapidly growing brand
in the industry. The effect of price reduction that was offered to customers in June last year
came through in the period under review. The products are now quite reasonably priced
for the customers and they, in turn, have helped the company serve a wider cross section
of the population. The product range now has something for everyone.

The improvements made in the marketing structure and the related penetration achieved
through the introduction of new form of sales points has helped the company expand. The
improvement in customer satisfaction, through improved availability of original parts and
enhanced reach of warranty and service network, has also helped achieve the record sales.
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On the growth front, the company is still endeavouring to keep up with the demand. The
production team has done a great job by raising level of production and productivity. The
vendors too have improved their productivity and efficiency.

Operating Results

During the first half, the company revenue increased 19.15 percent to Rs. 9.52 billion as
against Rs. 7.99 billion of the last corresponding period. The gross profit ratio of 8.8 percent
remains at par as compared to corresponding period. However, it must be kept in mind
that this year's margin already reflects an 8 percent reduction in price from July 07. Fortunately,
a 28 % higher sales volume has more than compensated for the reduced price per motorcycle.
In line with the increase in sales, the selling expenses and administrative cost increased to
Rs. 293.20 million against Rs. 274.60 million of corresponding period. The financial charges
reduced from Rs. 127.67 million to Rs 91.50 million compared to the corresponding period.
This was largely due to a healthy cash position and efficient fund management. Surplus
fund during the period were invested in high yielding deposits, deploying effective hedging
mechanism to reduce the volatility of earning and minimizing interest rate and foreign
exchange risk.

For the six months, profit before tax increased to Rs. 532.12 million as against Rs. 350.34
million and profit after tax to Rs. 381.05 million as compared to Rs. 221.82 million, up 71.78
percent as compared to the corresponding period last year.

Future Outlook

Barring any unforeseen situation the growth of the motorcycle industry appears positive. With
an expected bumper agriculture crop, the second half sales should exceed the result of the
first half. However, it is pertinent to add that the government action against the unscrupulous
segment of the industry must remain tough and uncompromising:

VW bg e sl s
(Let us continue to keep our horizon high)
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REVIEW REPORT TO THE MEMBERS
Introduction

We have reviewed the accompanying interim condensed balance sheet of Atlas Honda
Limited as at December 31, 2007 and the related interim condensed profit and loss account,
interim condensed cash flow statement and interim condensed statement of changes in
equity together with the notes forming part thereof for the half year then ended
(here-in-after referred to as "interim financial information"). Management is responsible for
the preparation and the presentation of this interim financial information in accordance
with the approved accounting standards as applicable in Pakistan. Our responsibility is to
express our conclusion on this interim financial information based on our review.

Scope of Review

We conducted our review in accordance with the International Standard on Review
Engagements 2410, "Review of Interim Financial Information Performed by the Independent
Auditor of the Entity". A review of interim financial information consists of making inquires,
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 become to our attention that causes us to believe that

the accompanying interim financial information is not prepared in all material respects,
in accordance with the approved accounting standards as applicable in Pakistan.

HAMEED CHAUDHRI & CO.
Karachi: February 27, 2008 CHARTERED ACCOUNTANTS
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INTERIM CONDENSED BALANCE SHEET

AS AT DECEMBER 31, 2007 December 31, June 30,
Note 2007 2007
(Unaudited) (Audited)
(Rupees in '000)
ASSETS
NON CURRENT ASSETS
Property, plant and equipment 6 3,439,855 3,560,931
Intangible assets 21,428 24,324
3,461,283 3,591,255
Investments - Available for sale - 51,761
Long term loans and advances 11,205 12,943
Long term deposits and prepayments 8,366 15,900
CURRENT ASSETS
Stores, spares & loose tools 399,907 407,730
Stock-in-trade 7 1,701,215 1,580,925
Trade debts 360,763 282,249
Loans and advances 47,487 20,553
Trade deposits and prepayments 61,959 5,075
Investments at fair value through profit and loss 8 1,687,733 864,989
Accrued mark-up / interest - 90
Other receivables 300,421 283,552
Cash and bank balances 518,649 919,623
5,084,134 4,364,786
8,564,988 8,030,645
EQUITY AND LIABILITIES
Share capital and reserves
Share capital 9 472,985 411,291
Reserves 2,265,543 2,009,004
Unappropriated profit 382,105 555,526
3,120,633 2,975,821
NON CURRENT LIABILITIES
Long term liabilities 10 903,455 1,109,267
Deferred Liabilities 11 545,531 559,487
CURRENT LIABILITIES
Trade and other payables 3,306,977 2,770,966
Accrued mark-up / interest 54,877 57,035
Current portion of long term liabilities 459,649 465,829
Dividend payable 3,585 -
Provision for taxation 170,281 98,240
3,995,369 3,392,070
CONTINGENCIES & COMMITMENTS 12
8,564,988 8,036,645

The annexed notes 1 to 19 form an integral part of these interim condensed financial statements.

// W' i
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Yusuf H. Shirazi Saquib H. Shirazi Sherali Mundrawala
Chairman Chief Executive Officer Director
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INTERIM CONDENSED PROFIT & LOSS ACCOUNT (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2007

Quarter ended Half year ended
December 31 December 31
2007 2006 2007 2006
Note (Rupees in '000)
Net sales 4,924,031 4,211,211 9,520,607 7,995,116
Cost of sales 13 (4,503,390)  (3,815,589)  (8,089,895)  (7,284,484)
Gross profit 420,641 395,622 830,712 710,632
Distribution cost (82,266) (79,366) (177,875) (167,297)
Administrative expenses (58,250) (53,083) (115,327) (107,309)
Other operating income 78,253 30,538 126,186 69,055
Other operating expenses (20,311 (15,282) (40,110) (27,065
Profit from operations 338,067 278,429 623,586 478,016
Finance cost (56,066) (80,326) (91,463) (127,674)
Profit before tax 282,001 198,103 532,123 350,342
Taxation
Current (85,471) 51,684 (170,281)
Prior years' 1,009 (19,396) 1,009 (19,396)
Deferred 18,197 (109,125) 18,197 (109,125)
(66,265) (76,837) (151,075) (128,521)

Profit after tax 215,736 121,266 381,048 221,821
Earnings per share - basic and

diluted (Rupees) 14 4.56 2.56 8.06 4.69

The annexed notes 1 to 19 form an integral part of these interim condensed financial statements.

Yusuf H. Shirazi Saquib H. Shirazi Sherali Mundrawala
Chairman Chief Executive Officer Director
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INTERIM CONDENSED CASH FLOW STATEMENT (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2007

Half year ended
December 31
Note 2007 2006
(Rupees in '000)

CASH FLOW FROM OPERATING ACTIVITIES 15 823,788 (9,631
CASH FLOW FROM INVESTING ACTIVITIES

Capital expenditure (109,635) (279,041)
Investments acquired (1,955,000) (811,060)
Sale proceeds of fixed assets 14,792 12,894
Sale proceeds of Investments 1,253,843 298,500
Dividend received 13,341 12,507
Mark-up/interest received on deposits 19,300 0,530
Acquisition cost of intangible assets (5,583) (12,749
Net cash used in investing activities (768,942) (772,419)
Net cash flows before financing activities 54,846 (782,050)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of long term loans (208,047) (133,040)
Payment of finance lease rentals (3,983) (3,983)
Acquisition of short term borrowings - 913,843
Dividend paid (243,190) (214,586)
Net cash flows (used in) / generated

from financing activities (455,820) 562,234
Net decrease in cash & cash equivalents (400,974) (219,816)
Cash and cash equivalents at July 1 919,623 682,088
Cash and cash equivalents at December 31 518,649 462,272

The annexed notes 1 to 19 form an integral part of these interim condensed financial statements.
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Yusuf H. Shirazi Saquib H. Shirazi Sherali Mundrawala
Chairman Chief Executive Officer Director
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INTERIM CONDENSED STATEMENT OF CHANGES IN EQUITY
FOR THE HALF YEAR ENDED DECEMBER 31, 2007
(Rupees in '000)

Capital Reserves Revenue Reserves Unrealized gain/ (loss)
Share Share | Gainonsale| General |Unappropriated| onavailable | onhedging | Total
Capital Premium |  of land Reserve Profit for sale instruments
investments |cash flow hedge

Balance as at June 30, 2006 (Audited) 357,644 39953 165 1,546,000 665,168 - - 2,608,930
Final dividend (2006) @ Rs 6 per share - - - - (214,586) - - (214,586)
Issue of bonus shares 53,047 - - - (53,647)

Transfer to General Reserve - - - 395,000 (395,000)

Profit for the period - - - - 221821 - - 221,821
Balance as at December 31, 2000 (Unaudited) 411,291 39,953 165 1,941,000 223,756 - - 2,616,165
Profit for the period - - - - 331,770 - - 331,770

Unrealised gain on remeasurement of
hedging instruments - - - - - - 20,125 26,125

Unrealised gain on remeasurement of
investment - - - - - 1,761 - 1,761

Balance as at June 30, 2007 (Audited) 411291 39953 165 1,941,000 555,526 1,761 26,125 2,975,821

Final dividend (2007) @ Rs 6 per share - ) - - (246,775) - - (246,775)
Issue of bonus shares 61,094 - - - (61,694)
Transfer to General Reserve - - - 246,000 (246,000)
Removed from equity and transferred to

profit & loss account - - - - - (1963)  (7,646) (9,609)
Unrealised gain on remeasurement - - - - - 202 19,946 20,148
Profit for the period - - - - 381,048 - - 381,048
Balance as at December 31, 2007 (Unaudited) 472,985 39,953 165 2,187,000 382,105 - 38425 3,120,033

The annexed notes 1 to 19 form an integral part of these interim condensed financial statements.

f/ //p{/rjs i
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Yusuf H. Shirazi Saquib H. Shirazi Sherali Mundrawala
Chairman Chief Executive Officer Director
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NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2007

1. CORPORATE INFORMATION

The company was incorporated as a public limited company on October 16, 1962 and its
shares are listed on Karachi and Lahore Stock Exchanges in Pakistan. The company is
principally engaged in progressive manufacturing and marketing of motorcycles and parts.

2. BASIS OF PRESENTATION

These interim condensed financial statements are unaudited but subject to limited scope review
by auditors. These are required to be presented to the shareholders as required under
Section 245 of the Companies Ordinance, 1984 and have been prepared in accordance with
the requirements of the International Accounting Standard (IAS)-34, "Interim Financial Reporting",
as applicable in Pakistan. Wherever the requirements of the Companies Ordinance, 1984 or
directives issued by the Securities and Exchange Commission of Pakistan (SECP) differ with
the requirements of this standard, the requirements of the Companies Ordinance, 1984 or the
requirements of the said directives take the precedence.

3. SIGNIFICANT ACCOUNTING POLICIES
The accounting policies adopted in the preparation of these interim condensed financial
statements are consistent with those followed in the preparation of the Company's annual
financial statements for the year ended June 30, 2007.

4. APPROVAL OF FINANCIAL STATEMENTS

These interim condensed financial statements were approved by the Board of Directors and
authorised for issue on February 27, 2008.

5. PRESENTATION

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

December 31, June 30,
2007 2007
(Unaudited) (Audited)

(Rupees in '000)

6. FIXED ASSETS

Property, plant and equipment 6.1 3,435,250 3,550,937
Capital work in progress 4,605 15,994
3,439,855 3,506,931

6.1 Property, plant and equipment
Book value at the beginning of the

period / year 3,550,937 2,833,873
Additions during the period / year 6.2 121,024 1,202,989
Disposals during the period / year - at

book value 6.3 (13,527) (20,771)
Depreciation charged during the

period / year (223,184) (405,154)

3,435,250 3,550,937

=
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NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2007

December 31, June 30,
2007 2007
(Unaudited) (Audited)

(Rupees in '000)

6.2 Additions during the period / year - Owned assets

Building on freehold land 63 51,920
Building on leasehold land 770 12,394
Plant & machinery 13,949 880,328
Dies & jigs 50,384 112,788
Factory equipment 12,213 27,817
Office equipment 595 357
Computer & accessories 1,724 5,974
Furniture & fixture - 3,436
Electric & gas fittings 8,147 29,500
Vehicles 33,179 78,475
121,024 1,202,989
6.3 Disposals during the period / year - at book value

Plant & machinery 0652 423
Office equipment - 180
Furniture & fixture 8 103
Electric & gas fittings = 135
Vehicles 12,867 19,930
13,527 20,771

7. STOCK IN TRADE

Raw material 1,251,563 1,247,761
Work in process 29,948 6,378
Finished goods 101,139 100,889
Goods in transit 318,565 225,897

1,701,215 1,580,925

8. INVESTMENTS AT FAIR VALUE THROUGH
PROFIT AND LOSS

Mutual funds:

Related parties - 864,989
Others 1,687,648 -
1,687,648 864,989
9. SHARE CAPITAL
December 31,  June 30, December 31, June 30,
2007 2007 2007 2007
(No. of shares) (Unaudited) (Audited)
(Rupees in '000)
Authorised Capital
100,000,000 100,000,000 Ordinary shares of Rs. 10 each 1,000,000 1,000,000
Issued, subscribed and
paid up capital
47,298,455 41,129,092 Ordinary Shares of Rs. 10/- each 472,985 411,291

On September 29, 2007 issuance of three bonus shares for every twenty shares (2007: three
bonus shares for every twenty shares) held resulted in an increase in issued capital by
Rs. 61,694 thousands (2007: Rs. 53,647 thousands).

lasHonda |12




10. LONG TERM LIABILITIES

Long term financing -secured
Liabilities against assets subject to finance lease

11. DEFERRED LIABILITIES

Compensated leave absences
Deferred taxation

12. CONTINGENCIES & COMMITMENTS

12.1 Contingencies

Half Yearly&
Report

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2007

December 31, June 30,
2007 2007
(Unaudited) (Audited)

(Rupees in '000)

894,193 1,096,419
9,262 12,848
903,455 1,109,267
46,734 42,493
498,797 516,994
545,531 559,487

Cases have been filed against the Company by some former employees for reinstatement
of service. These cases are pending in different courts. The management is confident
that the outcome of these cases will be in the Company's favor.

12.2 Guarantees

Issued by banks

133,965

142,063

Guarantees are issued to Collector of Customs and Government institutions and shall be
released on delivery of motorcycles. These are issued under normal business operations.

12.3 Commitments

Confirmed letters of credit relating to raw materials

Capital expenditure commitments
Operating lease rentals:
Due in one year

Due in one to five years

Quarter ended
December 31

700,009 581,850
11,695 7,056
27,108 5,903
60,008 -

Half year ended

December 31

Note 2007 2006 2007 2006
13. COST OF SALES (Rupees in '000)
Stock at beginning 101,738 130,148 100,889 111,712
Cost of goods manufactured 13.1 4,385,386 3,768,071 8,416,197| | 7,104,050
Purchases 117,405 47,728 273,948 199,080
4,502,791 3,815,799 8,090,145 7,303,130
4,604,529 3,945,947 8,791,034 7,414,842
Stocks at end (101,139) (130,358) (101,139) (130,358)
4,503,390 3,815,589 8,089,895 7,284,484

—
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NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2007

Quarter ended Half year ended
December 31 December 31
2007 2006 2007 2006

(Rupees in '000)
13.1 Cost of goods manufactured

Work in process at beginning 18,937 234,796 0,378 233,800

Raw materials & components consumed 3,606,990/ | 2,899,682 0,983,244 | 5,525,453
Overheads 729407| | 641404| | 1456523| | 1352608

43960397 3,541,086 8,439,767 0,878,001

4415334 3,775,882 8,446,145 7,111,801
Work in process at end (29,948) (7,811) (29,948) (7,811)

4385386 3768071 8416197 7,104,050

14. EARNINGS PER SHARE
Basic and diluted earnings per share

Earnings for purposes of basic earnings
per share (net profit after tax for the period) 215,736 121,266 381,048 221,821

Weighted average number of outstanding
ordinary shares for the purposes of basic
earnings per share 47208455  47,298455 47,298,455 47,298,455

Basic and diluted earnings per share - Rupees 4.560 256 8.0 4.09

6,169,363 (2007: 5,364,664) bonus shares of Rs 10 each were issued on September 29, 2007. Weighted average
number of ordinary shares for the previous periods have been restated accordingly.

Half year ended
December 31
2007 2006
(Rupees in '000)
15. CASH FLOW FROM OPERATING ACTIVITIES

Net profit before taxation 532,123 350,342

Adjustment for:

Depreciation 223184 215,118
Unrealised (gain)/loss on remeasurement of investments (28,089) -
Gain on sale of investments (43,498) (26,147)
Interest income (19,210) (7,852)
Interest expense 83,814 112,306
Dividend income (13,341) (12,507)
Amortization 8,479 6,498
Finance cost on finance leased assets 638 863
Provision for employee compensated absences 7,588 3,640
Gain on sale of fixed assets (1,266) (752)
Operating profit before working capital changes 750,422 641,509
—
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NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2007

Half year ended
December 31
2007 2006
(Rupees in '000)
Working capital changes:

(Increase)/decrease in current assets:

Stores, spares & loose tools 7,823 (61,189)
Stock in trade (120,290) (161,288)
Trade debtors (78,514) (38,493)
Loans and advances (26,934) (821)
Trade deposits and prepayments (56,884) (49,474
Other receivables (28,290) 49,878
(303,089) (261,387)
Increase in current liabilities:
Trade and other payables 535,993 (206,430)
Cash generated from operations 983,326 173,692
Interest paid (85,972) (109,766)
Income taxes paid (including tax deducted at source) (79,491) (77,396)
Compensated leave absences paid (3,347) (630)
Long term loans and advances 1,738 (718)
Long term deposits and prepayments 7,534 5,187
Net cash flows from operating activities 823,788 (9,631)

16. RELATED PARTY TRANSACTIONS

Related parties comprise of associated companies, staff retirement funds, directors and key
management personnel. The company in the normal course of business carries out transactions
with various related parties. All transactions with related parties have been carried out on
commercial terms and conditions. Significant transactions with related parties are as follows:

Half year ended
December 31
2007 2006
(Rupees in '000)
Associated Companies

Sales 7,242 8,561
Purchases 1,731,142 1,475,663
Actual reimbursement of expenses-net 13,096 11,032
Rent paid 22,159 20,483
Insurance claim 3,682 8,497
Insurance premium 83,258 78,595
Interest on saving account 17,698 945
Brokerage & commission 303 -
Lease rentals paid 9,653 9,456
Royalty 453,109 412,763
Technical Fee 10,003 12,300
Export Commission 1,641 3,356
Purchase of fixed assets 15,406 35,308
Sale of fixed assets - 159
Sale of investments 874,682 -
Dividend received 13,341 12,507
Dividend paid 206,053 179,118
Contribution to Staff retirement funds 11,051 9,780
Key management personnel compensation 42,921 30,658

ﬂ



Half Yearly &
Report

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2007

December 31, June 30,
2007 2007
(Unaudited) (Audited)
(Rupees in '000)
Period end balances

Due to associated undertakings 647,641 500,137

17. JUDGEMENTS AND ESTIMATES

Judgement and estimates made by the management were the same except for change in
useful life of Dies & Jigs as explain below, as those that were applied to the financial
statements as at and for the year ended June 30, 2007.

The company has changed its annual depreciation rate from 50% to 25% for Dies & Jigs due
to change in useful life. Had the rate and useful life not been changed, the profit for the
period would have been lower by 34.4 million.

18. COMPARATIVES

Previous figures have been rearranged and reclassified wherever necessary for better
presentation in the financial statements. There were no major reclassifications or rearrangements
for the period.

19. DIVIDENDS

During the interim period, a dividend of Rs. 6 (2006: Rs. 6) per share was paid to the
shareholders.

I/ //Il{j/' i
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Yusuf H. Shirazi Saquib H. Shirazi Sherali Mundrawala
Chairman Chief Executive Officer Director
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