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Sales Offices
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Directors’ Review

Directors’ Review

I am pleased to present the financial statements of KSB Pumps Company Limited for the period ended
September 30, 2019.

Economic outlook of Pakistan remains subdued with GDP growth forecast of 2.4% mainly due to fiscal
consolidation and monetary tightening measures taken by the Government. Inflation has exceeded 11% with
13% estimate for the year mainly based on planned increase in energy tariff and taxes. After highly volatile
movement, rupee is now following stable trend. The central bank has kept policy rate unchanged at 13.25%.
Exports volume has increased while growth in dollar terms could not be achieved due to falling product
prices. Foreign direct investment should improve with implementation of IMF programme although outcome
remains very slow so far. Overall law & order and security situation remained under control, however, rising
political unrest combined with FATF review, current geo political situation and tensions with neighbouring

country pose further threats to slow moving economy.

Amid challenges on external front, KSB Pakistan has achieved PKR 2.76 billion turnover with profit after tax
of PKR 54.3 million and earnings per share of PKR 4.11.

Looking forward, business from public sector is expected to remain slow due to drastic cut in development
activities and no release of funds since April 2018. Due to overall slowdown, gradual decline in activity is
foreseen in corporate sector as well. Automotive industry is facing crisis which has significantly affected KSB
Pakistan’s order intake from Auto sector. Order intake from international market remained positive having
partial offsetting impact. KSB Pakistan expects to achieve positive financial results for the year 2019, however,

due to currently prevailing slump in the business market, achievement of targets appears to be a challenge.

KSB Pakistan has won 11th Environment Excellence Award in recognition of our contribution towards

sustainable development of environment friendly policies.

I appreciate the efforts of our committed team to cope with the economic challenges faced by the company.

oyens

Mohammad Masud Akhtar
MD / Chief Executive Officer

October 30,2019
Lahore, Pakistan



Balance
Sheet

Condensed Interim Statement of Financial Position (Un-audited)
As at September 30, 2019

September 30, December 31,

2019 2018
(Un-audited) (Audited)
Note (Rupees in thousands)
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Authorised capital
15,000,000 (2018: 15,000,000) ordinary shares of Rs 10 each 150,000 150,000
Issued, subscribed and paid up capital 132,000 132,000
General Reserves 1,729,600 1,580,600
Unappropriated profit 54,647 188,953

1,916,247 1,901,553

NON CURRENT LIABILITIES

Long term finances - secured N 156,250 250,000
Employees’ retirement and other benefits 99,373 100,853
Deferred taxation 81,800 82,930
337,423 433,783
CURRENT LIABILITIES
Current portion of long term finances - secured 125,000 125,000
Short term finances - secured 6 1,115,718 841,760
Trade and other payables 7 1,490,067 1,708,075
Contract Liability 955 20,164
Unclaimed dividend 11,548 8,957
Due to provident fund 5,143 4,168
Provisions for other liabilities and charges 49,761 78,210

2,798,192 2,786,334

CONTINGENCIES AND COMMITMENTS 8

5,051,862 5,121,670

The annexed notes 1 to 15 form an integral part of this condensed interim financial information.

Chief Executive Chief Financial Officer Director



Financial Statements
Balance Sheet

September 30, December 31,

2019 2018
(Un-audited) (Audited)
Note (Rupees in thousands)
ASSETS
NON-CURRENT ASSETS
Property, plant and equipment 9 1,183,061 1,237,973
Investment property - 160
Intangible assets 1,496 2,452
Capital work in progress 28,977 29,212
Long term loans and deposits 70,740 74,313
1,284,274 1,344,110
CURRENT ASSETS
Stores, spares and loose tools 79,653 112,574
Stock in trade 873,418 955,486
Trade debts 10 1,318,808 1,319,210
Contract Asset 862,845 668,490
Advances, deposits, prepayments and other receivables 579,778 550,358
Cash and bank balances 53,086 171,442

3,767,588 3,777,560

5,051,862 5,121,670

Chief Executive Chief Financial Officer Director



Profit and
Loss Account

Condensed Interim Statement of Profit or Loss and

Other Comprehensive Income (Un-audited)
For the period ended September 30, 2019

Sales
Cost of sales

Gross profit

Distribution and marketing expenses
Administration expenses

Other operating expenses

Other operating income

Profit / (Loss) from operations
Finance cost

Profit / (Loss) before taxation
Taxation

Profit / (Loss) for the period

Other comprehensive income/ (loss):

Items not to be reclassified to profit or
loss in subsequent periods:

Remeasurement of defined benefit
plans - net of tax

Total comprehensive income for the year

Earnings / (Loss) per share - basic
& diluted Rupees

July to September

January to September

The annexed notes 1 to 15 form an integral part of this condensed interim financial information.

oyeNs

Chief Executive

2019 2018 2019 2018
Note (Rupees in thousands)
900,217 1,116,096 2,757,228 3,753,391
11 (731,420) (1,026,742) (2,236,911) (3,171,593)
168,797 89,354 520,317 581,798
(69,051) (70,347) (232,789)  (220,886)
(51,682) (62,488) (167,907)  (192,820)
(905) 7,859 (5,339) (11,526)
10,762 7,970 76,269 25,725
57,921 (27,652) 190,551 182,291
(48,469) (14,477) (121,951) (23,442)
9,452 (42,129) 68,600 158,849
(3,175) - (14,306) (30,358)
6,277 (42,129) 54,294 128,491
6,277 (42,129) 54,294 128,491
0.48 (3.19) 4.11 9.73
Chief Financial Officer #‘-[-)-i‘rector



Financial Statements 9
Statement of Changes in Equity

Condensed Interim Statement of Changes in Equity (Un-audited)
For the period ended September 30, 2019

Share General Unappropriated
capital reserve profit Total

(Rupees in thousands)

Balance as at January 1,2018 132,000 1,348,600 390,769 1,871,369
Final dividend for the year ended

December 31,2017 Rs 12.02 per share - - (158,664) (158,664)
Transfer to general reserve - 232,000 (232,000)
Total comprehensive income/(loss) for the period - - 128,491 128,491
Balance as at September 30, 2018 132,000 1,580,600 128,596 1,841,196
Total comprehensive income/(loss) for the period - - 60,357 60,357
Balance as at December 31,2018 132,000 1,580,600 188,953 1,901,553
Final dividend for the year ended

December 31,2018 Rs 3.00 per share - - (39,600) (39,600)
Transfer to general reserve - 149,000 (149,000) -
Total comprehensive income / (Loss) for the period - - 54,294 54,294
Balance as at September 30, 2019 132,000 1,729,600 54,647 1,916,247

The annexed notes 1 to 15 form an integral part of this condensed interim financial information.

o= ' Sz

Chief Executive Chief Financial Officer Director
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Cash Flow
Statement

Condensed Interim Cash Flow Statement (Un-audited)

For the period ended September 30, 2019

Cash flows from operating activities

Cash generated from operations

Finance costs paid

Taxes paid

Employees’ retirement and other benefits paid

Net (increase) / decrease in long term loans and deposits
Net cash (used in)/from operating activities

Cash flows from investing activities

Fixed capital expenditure
Proceeds from sale of property, plant and equipment

Net cash used in investing activities
Cash flows from Financing activities

Long term loan-secured
Dividend paid

Net cash used in financing activities

Net (decrease)/increase 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

The annexed notes 1 to 15 form an integral part of this condensed interim financial information.

oyeses

Chief Executive Chief Financial Officer

Note

12

13

January to September

2019

2018

(Rupees in thousands)

20,807 (607,357)
(105,920) 26,397
(93,738) (129,807)
(26,677) (16,571)
3,573 (59,459)
(201,955) (786,797)
(69,139) (128,257)
9,539 35
(59,600) (128,222)
(93,750) 873
(37,009) (54,256)
(130,759) (53,383)
(392,314) (968,402)
(670,318) 296,643
(1,062,632) (671,759)

—

.

‘-_—_0
Director




Financial Statements
Notes

Notes to and Forming Part of the Condensed Interim Financial Information
For the period ended September 30, 2019 (Un-audited)

2.1

2.2

2.2.1

LEGAL STATUS AND NATURE OF BUSINESS

KSB Pumps Company Limited (a KSB group company) ‘the Company’ was incorporated in Pakistan on
July 18,1959 under the Companies Act, 1913 (now Companies Act, 2017) and is listed on the Pakistan
Stock Exchange Limited. The Company is a subsidiary of KSB SE & Co. KGaA and principally engaged
in the manufacture and sale of industrial pumps, valves, castings and related parts and after market
services. The registered office of the Company is situated at KSB Building, 16/2 Sir Agha Khan road,
Lahore. The factory of the Company is situated at Hazara Road, Hassanabdal. The Company also has
regional offices located in Lahore, Rawalpindi, Karachi, Multan and Peshawar.

BASIS OF PREPARATION

These condensed interim financial statements have been prepared in accordance with the accounting
and reporting standards as applicable in Pakistan for interim financial reporting. The accounting and
reporting standards as applicable in Pakistan for interim financial reporting comprise of:

- International accounting standard (IAS) 34, Interim Financial Reporting, issued by the International
Accounting Standard Board (IASB) as notified under the Companies Act, 2017; and

- Provisions of and directives issued under the Companies Act, 2017.

Where the provisions of and directives issued under the Companies Act, 2017 differ with the
requirements of (IAS) 34, the provisions and directives issued under the Companies Act, 2017 have
been followed.

This condensed interim financial information is un-audited and is being submitted to the members of
the Company as required by Section 237 of the Companies Act, 2017 (the “Act™).

The condensed interim financial information does not include all the information required for annual
financial statements including financial risk management information and therefore should be read in
conjunction with the annual financial statements for the year ended December 31, 2018.

Initial application of standards, amendments or an interpretation to existing standards

The following amendments to existing standards have been published that are applicable to the
Company’s financial statements covering annual periods, beginning on or after the following dates:

Standards, amendments and interpretations to published standards effective in current period

Certain standards, amendments and interpretations to approved accounting standards are effective
for the annual period beginning on or after January 01, 2019 but are considered not to be relevant
or to have any significant effect on the Company’s operations and are, therefore, not detailed in these
condensed interim financial information, except for the following:

IFRS 16 ‘Leases’ was effective for the annual periods beginning on or after January 1, 2019. IFRS
16 ‘Leases’ has replaced IAS 17. The new standard requires lessees to recognize nearly all leases on
the balance sheet which will reflect their right to use an asset for a period of time and the associated
liability for payments. IFRS 16 defines a lease term as the non-cancellable period for which the lessee
has the right to use an underlying asset including optional periods when an entity is reasonably certain
to exercise an option to extend (or not to terminate) a lease. Under IFRS 16 lessees may elect not
to recognize assets and liabilities for leases with a lease term of 12 months or less. In such cases a
lessee recognizes the lease payments in profit or loss on a straight-line basis over the lease term. The
exemption is required to be applied by class of underlying assets. The impact of the IFRS-16 has been
mentioned in Note 3.

11
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2.3

Standards, amendments and interpretations to existing standards not yet effective and not applicable/
relevant to the Company

There are certain standards, amendments to the approved accounting standards and interpretations
that are mandatory for the Company’s accounting periods beginning on or after January 1, 2020 but
are considered not to be relevant or to have any significant effect on the Company’s operations and are,
therefore, not detailed in these financial statements.

Summary of significant events and transactions

The Company’s financial position and performance was particularly affected by the following events
and transactions during the interim reporting period:

- The export sales of the Company has increased by Rs 297.066 million during the period ended Sep
30,2019 on account of sales made to the related parties.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted for the preparation of these condensed interim financial statements
are the same as those applied in the preparation of preceding annual published financial statements of
the Company for the year ended December 31, 2018 except for the application of IFRS 16 ‘Leases’.
However, there has been no effect of the change in accounting policy on the current and prior period
financial statements. Since as all the lease agreements are short term in nature and as mentioned above,
lessees may elect not to recognize right to use assets and lease liabilities for leases with a lease term of
12 months or less. In such cases a lessee recognizes the lease payments in profit or loss on a straight-line
basis over the lease term therefore there will be no change in application of accounting treatment during
the period. Hence, the Company has utilized the practical expedient for certain leases since, the lease
term ends within 12 months from the date of initial application as mentioned in the standard.

Furthermore, the basis of significant estimates are same as those that were applied to the financial
statements for the year ended December 31,2018.”

TAXATION

Income tax expense is recognised based on management’s best estimate of the weighted average income
tax rate for the full financial year.

September 30, December 31,
2019 2018
(Un-audited) (Audited)
(Rupees in thousands)
LONG TERM FINANCES - SECURED

Long term finances - secured 156,250 250,000
Current portion of long term finances - secured 125,000 125,000
281,250 375,000

During the year 2016, Diminishing Musharika with a limit of Rs 500.00 million was obtained from
BankIslami for the purpose of expansion of foundry which has been completely utilized in June 30,
2018 (December 31, 2018: Rs 500.00 million). The finance is secured by way of exclusive charge
over specific plant and machinery (Diminishing Musharika assets) of the Company amounting to
Rs 500.00 million. This carries mark-up at the rate of three month KIBOR plus 0.10% per annum
payable quarterly. Effective rate of interest ranged from 9.49% to 14.02% during the period
(September 30: 2018: 6.17% to 6.51%). As at September 30, 2019, the Company has repaid an
amount of Rs 218.75 million (December 31,2018: Rs 125 million).



8.1

8.2

9.1

Financial Statements
Notes

SHORT TERM FINANCES - SECURED

Finances available from commercial banks under mark up arrangements amount to Rs 3,370 million
(2018: Rs 2,754 million). The rates of mark up range from Re 0.082 to Re 0.405 per Rs 1,000 per
diem (2018: Re 0.082 to Re 0.312 per Rs 1,000 per diem) or part thereof on the balance outstanding.

The facilities are secured by way of first pari passu charge over all present and future current assets
of the Company.

TRADE AND OTHER PAYABLES

Trade creditors include amount due to holding company of Rs 141.75 million (December 2018:
Rs 181.13 million) and associated undertakings of Rs 46.96 million (December 2018: Rs. 38.75
million). Further, it includes contract liability amounting to Rs. 395.64 million pertaining to advance
received from customers relating to products.

CONTINGENCIES AND COMMITMENTS

Contingencies

There is no significant change in contingencies since the date of preceding published annual financial
statements, except that the Company has obtained bank guarantees of Rs. 918.82 million (December
2018: Rs 1,116.99 million) against the performance of various contracts.

Commitments in respect of

The Company has commitment in respect of letter of credits other than for capital expenditure
approximately Rs. 180.06 million (December 2018: Rs. 135.54 million).

September 30, December 31,

2019 2018
(Un-audited) (Audited)
Note (Rupees in thousands)
PROPERTY, PLANT AND EQUIPMENT

Opening net book value 1,237,973 484,057
Additions during the period - note 9.1 69,374 888,686
Deletions during the period (7,475) (9,654)
1,299,872 1,363,089
Depreciation charged during the period (116,811) (125,116)
Closing net book value 1,183,061 1,237,973

Additions during the period

Buildings on freehold land 16,547 123,532
Plant and machinery 39,044 627,935
Tools, jigs and attachments 2,153 395
Patterns 137 9,162
Other equipments 8,101 77,351
Furniture and fixtures 1,857 399
Office machine & appliances - 14,168
Vehicles 1,535 35,744

69,374 888,686

13
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September 30, December 31,

2019 2018
(Un-audited) (Audited)
Note (Rupees in thousands)
10. TRADE DEBTS
Trade debts 1,452,660 1,439,138
Less: Provision for doubtful debts (133,852) (119,928)

1,318,808 1,319,210

July to September January to September
2019 2018 2019 2018
Note (Rupees in thousands)
11. COST OF GOODS SOLD

Raw material consumed 375,207 604,158 1,154,851 2,006,316
Salaries, wages, amenities and staff welfare 73,566 85,911 227,488 261,352
Staff training - 125 340 327
Electricity and power 34,636 42,149 103,983 101,022
Stores and spares consumed 75,201 95,047 187,303 221,137
Insurance 1,622 1,545 4,928 4,531
Travelling and conveyance 10,305 14,132 33,437 45,256
Postage and telephone 2,458 2,705 7,490 8,114
Printing and stationery 339 (958) 1,122 2,788
Rent, rates and taxes 1,207 1,766 3,081 5,737
Repairs and maintenance 4,335 10,756 10,676 27,083
Legal and professional charges - 2,131 608 6,732
SAP user license fee and other IT services 8,918 6,205 25,809 14,819
Packing expenses 5,859 9,699 22,448 31,017
Outside services 89,067 85,814 270,561 336,380
Depreciation on property, plant and equipment 35,735 34,826 106,069 73,558
Provision for obsolete stores and stocks 1,500 1,500 4,500 4,500
Royalty & trademark 6,047 4,780 16,944 16,198
Other expenses 1,255 1,513 7,154 10,327

727,257 1,003,804 2,188,792 3,177,194
Opening work-in-process 372,080 449,350 399,059 465,442
Less: Closing work-in-process 359,924 440,209 359,924 440,209
(Increase)/ decrease in work in process 12,156 9,141 39,135 25,233
Cost of goods manufactured 670,172 1,119,581 1,488,514 2,189,482
Opening stock of finished goods 57,149 125,167 74,126 80,536
Less: Closing stock of finished goods 65,142 111,370 65,142 111,370
Increase in finished goods (7,993) 13,797 8,984 (30,834)

731,420 1,026,742 2,236,911 3,171,593




12.

CASH GENERATED FROM OPERATIONS
Profit before taxation

Adjustment of non-cash items:

Depreciation on property, plant and equipment
Depreciation on Investment property
Depreciation on Intangible assets

Profit on sale of property, plant and equipment
Employees’ retirement and other benefits
Provision for doubtful debts & receivables
Stock-in-trade wrriten off

Finance cost

Exchange (gain)/loss

Profit before working capital changes
Effect of cash flow due to working capital changes

(Increase)/decrease in current assets:

Stores, spares and loose tools

Stock-in-trade

Trade debts

Contract asset

Advances, deposits, prepayments and other receivables

Increase/(decrease) in current liabilities:
Trade and other payables

Contract liability

Due to provident fund

Provisions for other liabilities and charges

CASH AND CASH EQUIVALENTS

Cash and bank balances
Short term running finances - secured

Financial Statements

Notes

September 30, December 31,

2019 2018
(Un-audited) (Audited)
Note (Rupees in thousands)

68,600 158,849
116,811 86,041
160 160

956 758
(2,064) (35)
25,197 19,305
14,546 (2,875)
4,500 4,500
121,951 (23,442)
(41,267) (4,662)
309,390 238,599
32,921 (29,528)
77,568 (97,887)
42,923 (255,649)
(193,605) (171,716)
47,488 (40,269)
(249,195) (192,167)
(19,209) (43,164)
975 1,020
(28,449) (16,596)
(288,583) (845,956)
20,807 (607,357)
53,086 38,759
(1,115,718) (710,518)
(1,062,632) (671,759)
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September 30, September 31,
2019 2018
(Rupees in thousands)
14. TRANSACTIONS WITH RELATED PARTIES

Purchase of goods and services 302,509 591,072
Sale of goods and services 534,606 230,645
Commission income 12,032 7,993
Commission expense 35,981 24,000
Royalty & Trademark 16,944 16,198
Expense charged in respect of retirement and other benefits 43,401 38,458
Key management personnel & executives compensation 182,055 193,620

September 30, December 31,
2019 2018
(Un-audited) (Audited)
(Rupees in thousands)
Period-end balances

Receivable from related parties 344,520 275,239
Payable to related parties 188,713 260,940

15. DATE OF AUTHORIZATION FOR ISSUE

This condensed interim financial information was authorized for issue on October 30, 2019 by the
Board of Directors of the company.

Dot 4 =

Chief Executive Chief Financial Officer “li'i.rector
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