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The directors of your company are pleased to present their review on operations of the company for the first
mid-term ended December 31, 2010 of the current financial year 2010-11.

Net sales revenues of the company for the period registered a 20 per cent increase, to Rs. 3,600 million, compared
with of Rs. 3,003 million for the corresponding period of the previous year. Number of tyres sold during the
period was up by eight per cent, being 784,924 (727,912) tyres for the review (previous) period. Product mix and
management efforts were instrumental in higher sales receipts. Sales gains partly recouped setback suffered
in this regard during the first quarter of the current year, due to devastating floods swept through the country
canvas.

Itis an inspiring feature of the review period that sales volume in the major replacement market of ours was
better by 17 per cent, in comparison with that of the same period of the preceding year. This denotes admirable
turn around when seen in context of 20 per cent decline in the first three months of the current year. This has
resulted in increased ratio of replacement market in total sales of the company from 40% to 43%. This was
attained by time tuned strategic change in sales growth dynamics, well supported by steps in concert taken by
the management, offering incentives to the dealers chain, responded by it in a befitting manner. Close
coordination carved by this effort is expected to augur well both for your company and its dealers.

Production of tyres at 810,671 (771,150) units, up five per cent, was compatible with the projections. The
management is actively pursuing its planned efforts, with focus on consistent fine-tuning, so as to gear up
output levels on steady note and consistent course of positive results.

Price trend of raw materials, as usual, was not favourable, as to cost of production rising. Raw material prices,
specifically of rubbers and chemicals, our key inputs, kept going up without respite, due to inflationary fierce
grip extended over the global markets. Linked with petroleum products prices, our inputs prices remained on
relatively high rise. Increase in administrative expenses has been legacy of inflationary situation persisting in
the national economy. In order to curb inflation, the State Bank of Pakistan preferred to review and consequently
raise discount rate periodically. In tandem, cost of borrowing by the business from the scheduled banks was
increased and higher input costs increased working capital needs. As a result, debt servicing figure went up.
Cumulative impact of the factors in adverse got reflected eventually on the bottom line, as evidenced by profit
before tax for the review period featuring fall of 25 per cent to Rs. 233 from Rs. 312 million of the comparative
period of the previous year.

Future Prospects

There seems a precise realization in the relevant authorities of the Government of Pakistan about the negative
impact on misuse, as evidenced in the past, of the Afghan Transit Trade facilities provided by Pakistan. Besides
this, steps will hopefully be in place to curb growing menace of smuggling and rising imports of tyres taking
place by rampant evil of under-invoicing. Success of such prudent measures is expected to augur well for our
company and the national economy, which deserve to be strengthened in the national interests, by combined
efforts of all of us. A clear and better understanding of problems and keeping in view scope of our industry to
grow, it is imperative to have a level playing track, which the competent authorities can alone create with
wisdom. We hope our share in the replacement segment shall improve, as potential exists to utilize it by our
sustained efforts, success of which precisely depends on the government support, as problems preventing spread
of our growth and to sustain it tend primarily to be beyond our limited means.

The trend of rising prices of raw materials is indicating no sign of let up, even slow down. However, the
management is seized with careful design, implement and monitor situation to make change in strategy, if
required, to adjust to the situation and keep business pursuits on up-front, to have interests of the stakeholders
equitable served and well sustained.

Mohammad Shahid Hussain Dr. Willi Flamm

Chief Executive Director

Karachi
Dated: February 24, 2011
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As at December 31, 2010

Note

EQUITY AND LIABILITIES

Share capital and reserve

Share capital

Authorised

75,000,000 (June 2010: 75,000,000) ordinary
shares of Rs. 10 each

Issued, subscribed and paid-up
Unappropriated profit

Surplus on revaluation of property, plant and
equipment - Share of Associate

NON CURRENT LIABILITIES
Long term loans
Staff benefits
Deferred taxation
Long term deposits from dealers

CURRENT LIABILITIES
Current maturity of
- long-term loans
Short-term finances
Running finances under mark-up arrangements
Trade and other payables
Accrued mark up
Provisions

CONTINGENCIES AND COMMITMENTS 5

TOTAL EQUITY AND LIABILITIES
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December 31, June 30,
2010 2010
Unaudited  Audited

(Rupees in thousand )

750,000 750,000
597,713 597,713
763,884 732,957
1,361,597 1,330,670
6,902 =
129,964 173,286
151,864 141,827
208,558 162,693
8,860 8,640
146,018 205,393
491,513 453,044
1,227,229 | (1,180,716
972,555 | |1,020,721
68,970 82,579
76,133 53,804
2,982,418 2,996,257
4,850,163 4,813,373

GENERAL
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As at December 31, 2010
December 31, June 30,
Note 2010 2010
Unaudited  Audited
(Rupees in thousand )

ASSETS
NON-CURRENT ASSETS

Property, plant and equipment 6 1,850,281 1,877,157
Intangible assets 7 251 21
Investments 8 9,207 =
Long term loans and advances 6,475 5,600
Long term deposits 7,234 7,234
CURRENT ASSETS
Stores and spares 356,303 356,248
Stocks 1,320,622 | |1,372,150
Trade debts 942,587 856,577
Loans and advances 35,637 20,654
Deposits and prepayments 37,089 33,860
Other receivables 23,388 25,456
Taxation 176,933 158,706
Cash and bank balances 84,156 99,710
2,976,715 2,923,361
TOTAL ASSETS 4,850,163 4,813,373

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

Mohammad Shahid Hussain Dr. Willi Flamm
Chief Executive Director
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For the half year ended December 31, 2010

For the quarter ended For the half year ended

TYRE

For the half year ended December 31, 2010
Share Unappropriated Total
capital profit

(Rupees in thousand ) ——

Balance as at June 30, 2009 (Audited) 597,713 514,631 1,112,344
Comprehensive income for the period

Profit for the period ended December 31, 2009 - 201,845 201,845
Total comprehensive income for the period - 201,845 201,845
Balance as at December 31, 2009 (Unaudited) 597,713 716,476 1,314,189

Comprehensive income for the period
Profit for the period ended June 30, 2010 - 16,481 16,481
Total comprehensive income for period - 16,481 16,481
Balance as at June 30, 2010 (Audited) 597,713 732,957 1,330,670

Transaction with owners directly recorded in equity

Final dividend for the year ended June 30, 2010
@ Rs.2.00 per share - (119,543) (119,543)

December 31, December 31,
Note 2010 2009 2010 2009
Unaudited
( Rupees in thousand )

Net sales 2,206,413 1,668,384 3,599,741 3,002,596

Cost of sales 9 1,859,005 1,334,163 3,073,103 2,427,469

Gross profit 347,408 334,221 526,638 575,127

Administrative expenses 26,954 23,718 50,398 46,194

Distribution cost 60,469 34,296 103,908 77,947

87,423 58,014 154,306 124,141

Operating profit 259,985 276,207 372,332 450,986

Other operating expenses 10 15,389 25,037 26,274 41,488

244,596 251,170 346,058 409,498

Other operating income 24,131 12,581 32,520 19,174

268,727 263,751 378,578 428,672

Finance cost 69,876 57,162 148,124 116,453
Share of profit from associated

company 2,305 - 2,305 -

Profit before taxation 201,156 206,589 232,759 312,219

Taxation 11 68,308 71,889 82,289 110,374

Profit after taxation 132,848 134,700 150,470 201,845

Earning per share - Basic
and diluted (Rupee) 2.22 2.25 2.52 3.38

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

Mohammad Shahid Hussain Dr. Willi Flamm
Chief Executive Director
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- (119,543) (119,543)
Comprehensive income for the period

Profit for the period ended December 31, 2010 | - 150,470 150,470 |
Total comprehensive income for the period - 150,470 150,470
Balance as at December 31, 2010 (Unaudited) 597,713 763,884 1,361,597

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

Mohammad Shahid Hussain Dr. Willi Flamm
Chief Executive Director
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For the half year ended December 31, 2010

Note

Cash flows from operating activities

Cash generated from operations 12
Staff retirement gratuity paid

Compensated absences paid

Long-term deposits from dealers

Finance cost paid

Taxes paid

Long-term loans and advances

Long-term deposits and prepayments

Net cash generated from / used in operating activities

Cash flows from investing activities

Fixed capital expenditure

Proceeds from disposal of operating fixed assets
Profit on bank deposits received

Net cash used in investing activities

Cash flows from financing activities

Liabilities against assets subject to finance leases
Long-term loans

Short-term finances

Dividends paid

Net cash used in financing activities

Decrease in cash and cash equivalents

Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period 13

For the half year ended
December 31,

2010

2009

Unaudited

( Rupees in thousand )

3. ACCOUNTING ESTIMATES AND JUDGMENTS

385,190 | | 168,240
(1,063) (2,204)
(228) (491)

220 420
(161,733) | |(139,502)
(54,651) | | (73,263)
(875) (1,967)

- 183

166,860 (48,584)
(48,252) | | (25,136)
1,353 366

235 339
(46,664)  (24,431)

= (7,299)
(102,697) | | (80,500)
38,469 (13,488)
(118,035) (15)
(182,263)  (101,302)
(62,067)  (174,317)
(1,081,006)  (758,909)
(1,143,073)  (933,226)

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

information.

Mohammad Shahid Hussain
Chief Executive
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Dr. Willi Flamm

Director
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For the half year ended December 31, 2010

1. STATUS AND NATURE OF BUSINESS

1.1 The company was incorporated in Pakistan on March 7, 1963 as a private limited company
and was subsequently converted into a public limited company. The company’s shares
are quoted on the Karachi and Lahore stock exchanges. The registered office of the
company is situated at H-23/2, Landhi Industrial Trading Estate, Landhi, Karachi. The
company is engaged in the manufacture of tyres and tubes for automobiles.

1.2 The Royalty Technical Service Agreement with Continental Tire North America Inc. (CTNAI)
had expired on August 31, 2009 and arrangements were last extended upto June 30,
2010. The Company and Continental Tire the Americas, LLC (CTTA) formerly known as
Continental Tire North America Inc. (CTNAI) are in the process of concluding a fresh TSA
and both the Companies have principally agreed to the significant terms and conditions
of the fresh agreement. The Company's management is confident that the fresh TSA will
be concluded shortly at a reduced Technical Assistance Fee at the rate of 2% instead of
3% of net sale value. Technical Assistance Fee, in this condensed interim financial
information, has been provided for at the proposed reduced rate of 2% instead of 3%
as required by the expired agreement. The management believes that there are no doubts
about the Company's ability to continue as a ‘going concern'.

2. BASIS OF PRESENTATION

These condensed interim financial information are unaudited but subject to limited
scope review by external auditors. These are required to be presented to the shareholders
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. These condensed interim financial information do
not include all the information and disclosures required in the annual financial statements
and should be read in conjunction with the Company's annual financial statements for
the year ended June 30, 2010.

The preparation of condensed interim financial information requires management to
make judgments, estimates and assumptions that affect the application of accounting
policies and the reported amounts of assets and liabilities, income and expense. 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 financial statements
for the year ended June 30, 2010.
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5.1

5.2

TYRE

For the half year ended December 31, 2010

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies and method of computations adopted in the preparation of these
condensed interim financial information are the same as those applied in the preparation
of the financial statements of the company for the year ended June 30, 2010.

Amendments to certain existing standards and new interpretation on approved accounting
standards effective during the period were not relevant to the Company's operation and
did not have any impact on the accounting policies of the Company.

CONTINGENCIES AND COMMITMENTS

There is no change in the contingencies as disclosed in Note 17.1 to 17.4 to the annual
published financial statements for the year ended June 30, 2010, except Note 17.2 as
disclosed below.

The appeal filed by the Company with the Commissioner Inland Revenue (CIR) was decided
and has set-aside the impugned Order-in-Original . The Company may apply for refund
/ adjustment of the amount of Rs. 1.0 million, paid by it (the Company) under protest in
June, 2010.
December 31, June 30,
2010 2010
Unaudited  Audited
(Rupees in thousand )

Contingencies

Guarantees issued by a bank on behalf of the company 56,968 45,782
Commitments in respect of:

Letters of credit for capital expenditure 17,196 12,160
Purchase orders issued to local suppliers for capital expenditure 25,256 9,253
Sale contracts entered into by the company 26,536 21,199
Tentative schedules for supply of tyres 1,735,076 1,146,411
Indemnity bond 16,775 16,775
Post dated cheques issued to the Collector of Customs against duty on

imported plant and machinery, raw materials and stores and spares 32,715 54,683
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For the half year ended December 31, 2010

6.1

6.2

6.3

December 31, June 30,

Note 2010 2010
Unaudited  Audited
(Rupees in thousand )

PROPERTY, PLANT AND EQUIPMENT

Operating fixed assets 6.1 1,832,135 1,801,390
Capital work-in-progress 18,146 75,767
1,850,281 1,877,157
Operating fixed assets
Opening net book value 1,801,390 1,667,662
Additions during the period 6.2 105,613 278,506
1,907,003 1,946,168
Less: Written down value of disposals 6.3 395 568
Depreciation 74,473 144,210
74,868 144,778
1,832,135 1,801,390
Additions during the period
Buildings 220 171
Electrical Installation 206 2,294
Plant & Machinery 77,257 253,869
Boilers & Accessories - 6,883
Moulds 6,498 6,770
Vehicles 16,580 4,868
Furniture & fixtures 1,262 24
Office equipments 3,115 1,981
Computer equipments 475 1,646
105,613 278,506
Written down value of disposals during the period
Plant & Machinery - 568
Vehicles 395 =
395 568

Finance cost aggregating Nil (June 30, 2010: Rs.13.120 million) has been included in the
cost of property, plant and equipment at the rate which ranged between Nil (June 30,
2010: 13.59% to 13.65%).

2nd Quarter & Six Months Accounts December 2010 | 11 H




- GENERAL
TYRE
For the half year ended December 31, 2010

7 INTANGIBLE ASSETS
Computer software

Opening net book value
Additions during the period

Less: Amortization
8 INVESTMENTS
Associated undertaking
Ghandhara Industries Limited - Equity basis
100,700 (June 30, 2010 : 100,700) Ordinary
Shares of Rs 10 each
Cost
Share of post acquisition profits
Share of surplus on revaluation of Property,

plant & equipment and Investment property

Less: Dividend received to date
Directorship.

Summarized financial information of associate:

Assets
Liabilities
Net assets
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December 31, June 30,

2010

2010

Unaudited

Audited

(Rupees in thousand )

21
260

50

281
30

50
29

251

21

2,447

193

2,640

6,902

9,542

335

9,207

8.1 The Company holds 0.473% (June 30, 2010 : 0.473%) of equity of Ghandhara Industries
Limited. The investee company is an associate of the Company by Virtue of Common

8.2 The share in net assets of the associate has been determined on the basis of unaudited
financial statements for the period ended on September 30, 2010.

As at As at
September 30, March 31,
2010 2010
(Rupees in thousand )
2,984,640 2,211,695
1,294,657 941,095
1,689,983 1,270,600

TYRE

For the half year ended December 31, 2010

Half year ended
September 30 September 30
2010 2009
Profit/(Loss) before taxation 7,697 (5.384)
Profit/(Loss) after taxation 5,766 (6,003)

8.3 The market value of investment as at December 31, 2010 was Rs 1.178 million (June, 2010:
Rs. 1.745 million).

For the quarter ended For the half year ended
December 31, December 31,
Note 2010 2009 2010 2009
Unaudited
( Rupees in thousand )

9 COST OF SALES

Opening stocks of finished goods 601,617 255,015 308,352 239,021
Cost of goods manufactured 9.1 | 1,649,458 | |1,284,778 3,124,099 2,326,989
Finished goods purchased 24,085 46,778 27,536 72,423
Royalty technical service fee 46,385 52,724 75,656 94,168
1,719,928 1,384,280 3,227,291 2,493,580
2,321,545 1,639,295 3,535,643 2,732,601

Less: Closing stocks of
finished goods 462,540 305,132 462,540 305,132

1,859,005 1,334,163 3,073,103 2,427,469

9.1 Cost of goods manufactured
Opening stock of work-in-process 181,754 76,743 108,882 105,773
Raw materials consumed 1,230,593 971,234 2,424,103 1,681,283
Overheads 396,068 333,137 750,071 636,269
1,626,661 1,304,371 3,174,174 2,317,552
1,808,415 1,381,114 3,283,056 2,423,325

Less: Closing stock of
work-in-process 158,957 96,336 158,957 96,336
1,649,458 1,284,778 3,124,099 2,326,989
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10 OTHER OPERATING EXPENSES

Workers' profits participation fund
Workers' welfare fund

Donation

Exchange loss

11 TAXATION

Current
Deferred

12 CASH GENERATED FROM OPERATIONS

Profit before taxation

Depreciation
Amortization
Gain on disposal of fixed assets
Staff retirement gratuity
Employee compensated absences
Profit on bank deposits
Share of profit from associated undertaking
Finance cost
Working capital changes

12.1Working capital changes

(Increase) / decrease in working capital
Stores and spares

Stocks

Trade debts

Loans and advances

Deposits and prepayments

Other receivables

Increase / (decrease) in working capital
Trade and other payables
Provisions

Working capital changes

Adjustment for non-cash charges and other items:

For the half year ended December 31, 2010

For the half year ended
December 31,

Note 2010 2009
Unaudited

( Rupees in thousand )
12,346 14,644
4,655 6,270
4,012 5,438
5,261 15,136
26,274 41,488
36,424 16,270
45,865 94,104
82,289 110,374
232,759 312,219
74,473 69,602
30 41

(958) 240
12,449 10,072
859 4,218
(235) (339)
(2,305) -
148,124 116,453
12.1 (80,006) (344,266)
152,431 (143,979)
385,190 168,240
(55) 20,023
51,528 | | (455,721)
(86,010) 25,610
(14,983) (1,459)
(3,229) (29,113)
2,068 (125)
(50,681)  (440,785)
| (51,654)| | 112,781|
22,329 (16,262)
(29,325) 96,519
(80,006) (344,266)
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For the half year ended December 31, 2010
For the half year ended
December 31,
2010 2009
Unaudited
( Rupees in thousand )

13 CASH AND CASH EQUIVALENTS

Cash and bank balances 84,156 42,406
Running finances under mark-up arrangements (1,227,229) (975,632)
(1,143073)  (933,226)

14 OPERATING SEGMENT

- These condensed interim financial information have been prepared on the basis of a
single reportable segment.

- The company does not hold non current assets in any foreign country. Revenues from
external customers attributed to foreign countries in aggregate are not material.

- The Company has earned revenues from two customers aggregating Rs. 1,416.115 million
(2009: one customer Rs. 861.845 million) during the period which constituted 33.18 %
(2009: 23.99%).

15 TRANSACTIONS WITH RELATED PARTIES

The related parties comprise associated companies, companies in which directors are
interested, staff retirement benefits, directors, key management personnel and close
members of the family of all the aforementioned related parties. The company in the
normal course of business carries out transactions with various related parties. Transactions
with related parties are executed on same terms as those prevailing at the time for
comparable transactions with unrelated parties. There are no transactions with key
management personnel other than under the terms of employment. Significant balances

and transactions with related parties are as follows:
December 31, June 30,
2010 2010
Unaudited  Audited
(Rupees in thousand)

Balances Relationship

Long term loans and advances Key management personnel 547 615
Trade debts Associated undertaking 40,152 45,431
Loans and advances Key management personnel 1,830 1,079
Cash and bank balances Associated undertaking 1,285 626
Staff benefits - funded gratuity Employees gratuity fund 9,441 7,463
Staff benefits - unfunded gratuity Post employment benefits 139,993 130,587
Staff benefits - compensated absences Post employment benefits 21,707 21,076
Short term finances Associated undertaking 157,687 141,421
Trade and other payables Related parties 110,675 104,624
Accrued expenses Key management personnel 10,192 11,264
Staff provident fund Employees provident fund 2,738 2,244
Accrued mark up Associated undertaking 4,265 9,349
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Transactions

Sales of goods

Services charges

Purchases of machinery and spare parts
Purchases of raw materials/supplies
Purchase of fixed assets

Insurance premium

Royalty technical service fee

Mark up on short term loan and leases
Provision - funded gratuity
Contribution - provident fund
Provision - compensated absences
Provision - unfunded gratuity

Salaries and other employee benefits
Dividend Paid

17 COMPARATIVES

18 PRESENTATION

Mohammad Shahid Hussain
Chief Executive

For the half year ended December 31, 2010

Relationship

Associated undertaking
Associated undertaking
Related party

Related party

Associated undertaking
Associated undertaking
Related party

Associated undertaking
Employees gratuity fund
Employees provident fund
Post employment benefits
Post employment benefits
Key management personnel
Related party/Associated
undertaking

Figures have been rounded off to the nearest thousand rupees.
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For the half year ended
December 31,

2010 2009
Unaudited
(Rupees in thousand )
50,297 40,793
460 176
10,878 6,185
22,053 30,182
9,810 -
14,873 4,234
68,779 85,615
5,054 3,778
1,980 438
6,033 5,813
859 4,218
10,469 9,738
57,635 44,619
78,455 -

16 APPROVAL OF CONDENSED INTERIM FINANCIAL INFORMATION

Dr. Willi Flamm
Director

These condensed interim financial information were authorized for issue on February
24,2011 by the Board of Directors of the Company.

Previous figures have been rearranged and reclassified wherever necessary for better
presentation in the condensed interim financial information.




