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Directors’ Review
Directors’ Review

I am pleased to present the financial statements of KSB Pumps Company Limited for the half year ended June
30,2017.

Pakistan economy has achieved the highest in 10 years GDP growth of 5.3% in FY2017. Although inflation
has shown slightly upward trend during the year, overall CPI inflation remained 3.9 percent. Agriculture
sector has recovered after negative growth in FY2016. Large scale manufacturing and services sectors
remained other major sectors contributing to the high growth. Energy situation has improved and various
energy projects are in progress, completion of which is expected in coming years. CPEC related activity is
underway at satisfactory pace. Except few incidents, overall law & order and security situation remain under
control. World economic outlook is optimistic for years 2017 and 2018 which would also have favourable
impact on trade activities of Pakistan. Although stable outlook is foreseen for Pakistan economy, however,
recent developments on political front may slow down overall performance.

The half year 2017 remained positive for KSB Pakistan. The company has shown remarkable performance
in all business areas. Order Intake has shown significant growth of 37% over corresponding period of the
last year. Sales figures remained almost at same level of last year with a minor decrease of 4% due to major
project SAAF PAANI executed in the last year. However, the company has earned better return on sales, 9.8%
as compared to 9.4% in the last year. Earnings per share have increased to PKR 13.26 as compared to 12.59
for the half year ended June 30, 2016.

During the 1st half year, water/waste water sector has been the key contribution to the order intake.
Industry, Energy and Building also performed well. Provided that political conditions remain normal, further
opportunities especially in industry segment are in pipeline and expected to realize in 2nd half of the year.
Revenue and profitability projections remain affirmative for the year 2017.

Foundry project, under consistent monitoring, is in progress as planned. The Upgraded state-of-the-art
foundry shall commence production in year 2018 giving enhanced productivity, improved quality and work
efficiency.

I would like to acknowledge the hard work and commitment of the entire KSB team on successful closure of

the 1st half of the year 2017 and hope for the accomplishment of overall business targets for the year 2017.

(oS

Mohammad Masud Akhtar
Managing Director

August 23,2017
Lahore, Pakistan



Auditors’ Report

Auditors’ Report to the Members on Review of
Condensed Interim Financial Information

Introduction

We have reviewed the accompanying condensed interim balance sheet of KSB Pumps Company Limited as
at June 30, 2017 and the related condensed interim profit and loss account, condensed interim statement
of comprehensive income, condensed interim cash flow statement and condensed interim statement of
changes in equity for the half year then ended (here-in-after referred to as the “condensed interim financial
information”). Management is responsible for the preparation and presentation of this condensed interim
financial information in accordance with approved accounting standards as applicable in Pakistan for
interim financial reporting. Our responsibility is to express a conclusion on this condensed interim financial
information based on our review. The figures of the condensed interim profit and loss account and condensed
interim statement of comprehensive income for the quarters ended June 30, 2017 and 2016 have not been
reviewed, as we are required to review only the cumulative figures for the half year ended June 30, 2017.

Scope of review

We conducted our review in accordance with 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 inquiries, 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 could 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 come to our attention that causes us to believe that the accompanying
interim financial information as of and for the half year ended June 30, 2017 is not prepared, in all material

respects, in accordance with approved accounting standards as applicable in Pakistan for interim financial
reporting.

b

Chartered Accountants

Name of engagement partner: Hammad Ali Ahmad
Lahore, August 23,2017



Financial Statements

Condensed Interim Balance Sheet (Un-audited)
As at June 30, 2017

June 30, December 31,

2017 2016

Note (Rupees in thousand)
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Authorised capital
15,000,000 (2016: 15,000,000) ordinary shares of Rs 10 each 150,000 150,000
Issued, subscribed and paid up capital
13,200,000 (2016: 13,200,000) ordinary shares of Rs 10 each 132,000 132,000
General reserve 1,348,600 1,085,600
Unappropriated profit/(Loss) 175,492 375,617

1,656,092 1,593,217

NON CURRENT LIABILITIES

Long term finances - secured S 174,149 42,689
Employees’ retirement and other benefits 71,039 67,011
Deferred taxation 26,626 28,003
271,814 137,703
CURRENT LIABILITIES
Short term finances - secured 152,045 150,059
Trade and other payables 6 2,322,679 1,681,134
Provisions for other liabilities and charges 35,572 69,528
Accrued finance cost 4,370 3,010

2,514,666 1,903,731
CONTINGENCIES AND COMMITMENTS 7

4,442,572 3,634,651

The annexed notes 1 to 17 form an integral part of this condensed interim financial information.



Balance Sheet Profit & Loss Comprehensive Income Cash Flow Statement of Changes Notes

June 30, December 31,

2017 2016
Note (Rupees in thousand)
ASSETS
NON-CURRENT ASSETS
Property, plant and equipment 8 435,686 403,730
Investment property 480 586
Intangible assets 457 663
Capital work-in-progress 220,733 81,695
Long-term loans and deposits 20,280 16,509
677,636 503,183
CURRENT ASSETS
Stores, spares and loose tools 76,536 65,326
Stock-in-trade 950,114 821,106
Trade debts 9 1,669,571 1,557,229
Advances, deposits, prepayments and other recievables 439,646 428,476
Cash and bank balances 629,069 259,331

3,764,936 3,131,468

4,442,572 3,634,651

e ot

Chairman Chief Executive



Financial Statements

Condensed Interim Profit and Loss Account (Un-audited)

For the half year ended June 30, 2017

Sales
Cost of sales

Gross profit

Distribution and marketing expenses
Administrative expenses

Other operating expenses

Other operating income

Profit/(Loss) from operations
Finance costs

Profit/(Loss) before taxation
Taxation

Profit/(Loss) for the period

Note

10

Earnings per share - basic & diluted Rupees

Quarter ended

Half year ended

June 30, June 30, June 30, June 30,
2017 2016 2017 2016
(Rupees in thousand)
1,345,164 1,226,659 2,458,290 2,555,054
(1,036,758) (943,813)  (1,912,257) (2,026,236)
308,406 282,846 546,033 528,818
(86,739) (95,823) (165,975)  (167,730)
(58,488) (53,276) (114,513) (108,314)
(16,599) (13,936) (35,197) (22,195)
7,866 25,321 22,319 29,652
154,446 145,132 252,667 260,231
(5,791) (8,900) (10,278) (20,269)
148,655 136,232 242,389 239,962
(43,268) (54,109) (67,314) (73,712)
105,387 82,123 175,075 166,250
7.98 6.22 13.26 12.59

The annexed notes 1 to 17 form an integral part of this condensed interim financial information.

e

Chairman

OISSER

Chief Executive



Balance Sheet Profit & Loss Comprehensive Income Cash Flow Statement of Changes Notes

Condensed Interim Statement of Comprehensive Income (Un-audited)
For the half year ended June 30, 2017

Quarter ended Half year ended
June 30, June 30, June 30, June 30,
2017 2016 2017 2016

(Rupees in thousand)
Profit / (Loss) after taxation 105,387 82,123 175,075 166,250

Other comprehensive income for the period - - - -

Total comprehensive income for the period 105,387 82,123 175,075 166,250

The annexed notes 1 to 17 form an integral part of this condensed interim financial information.

Chairman Chief Executive



10 Financial Statements

Condensed Interim Cash Flow Statement (Un-audited)
For the half year ended June 30, 2017

Half year ended
June 30, June 30
2017 2016
Note (Rupees in thousand)
Cash flows from operating activities
Cash generated/(used) from operations 12 602,817 529,498
Finance costs paid (8,918) (20,064)
Taxes paid (38,137) (27,589)
Employees’ retirement and other benefits paid (1,514) (12,840)
Net (increase) / decrease in long term loans and deposits (3,772) (1,048)
Net cash (used in)/from operating activities 550,476 467,957
Cash flows from investing activities
Fixed capital expenditure (210,032) (28,640)
Proceeds from sale of property, plant and equipment 3,454 2,549
Net cash used in investing activities (206,578) (26,091)
Cash flows from Financing activities
Long term loan-secured 131,460 -
Dividend paid (107,606) (91,595)
Net cash used in financing activities 23,854 (91,595)
Net increase/(decrease) in cash and cash equivalents 367,752 350,271
Cash and cash equivalents at the beginning of the period 109,272 (198,868)
Cash and cash equivalents at the end of the period 13 477,024 151,403

The annexed notes 1 to 17 form an integral part of this condensed interim financial information.

Iy 2" QYINEE

Chairman Chief Executive



Balance Sheet Profit & Loss Comprehensive Income

Cash Flow

Statement of Changes

Notes

Condensed Interim Statement of Changes in Equity (Un-audited)

For the half year ended June 30, 2017

Balance as at January 1,2016

Final dividend for the year ended
December 31,2015 Rs 7 per share

Transfer to general reserve

Total comprehensive income/(loss) for the period
Balance as at June 30, 2016 (unaudited)

Total comprehensive income/(loss) for the period
Balance as at December 31,2016 (audited)

Final dividend for the year ended
December 31,2016 Rs 8.5 per share

Transfer to general reserve

Total comprehensive income / (Loss) for the period

Balance as at June 30,2017 (unaudited)

Share General Unappropriated
capital reserves profit Total
(Rupees in thousand)

132,000 903,000 275,250 1,310,250
- - (92,400) (92,400)
- 182,600 (182,600) -
- - 166,250 166,250
132,000 1,085,600 166,500 1,384,100
- - 209,117 209,117
132,000 1,085,600 375,617 1,593,217
- - (112,200) (112,200)
263,000 (263,000) -
; ; 175,075 175,075
132,000 1,348,600 175,492 1,656,092

The annexed notes 1 to 17 form an integral part of this condensed interim financial information.

Chairman

OISNER

Chief Executive
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Financial Statements

Notes to and Forming Part of the Condensed Interim Financial Information
For the half year ended June 30, 2017 (Un-audited)

1.

W

W

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 the Companies Ordinance, 1984) and is
listed on the Pakistan Stock Exchange Limited (formerly, Karachi and Lahore Stock Exchanges). The
Company is a subsidiary of KSB Aktiengesellschaft and principally engaged in the manufacture and
sale of industrial pumps, valves, castings and related parts. The registered office of the Company is
situated at KSB Building, Sir Agha Khan road, Lahore.

Basis of preparation

This condensed interim financial information has been prepared in accordance with the approved
accounting standards as applicable in Pakistan. The Companies Ordinance, 1984 has been repealed
after the enactment of the Companies Act, 2017. However, as allowed by the Securities and Exchange
Commission of Pakistan (SECP) vide Circular No. CLD/CCD/PR(11)/2017 dated July 20, 2017
and further clarified through its press release dated July 20, 2017, companies whose financial year,
including quarterly and other interim period, closes on or before June 30, 2017, shall prepare
financial statements in accordance with the provisions of Companies Ordinance, 1984. Accordingly
this condensed interim financial information is unaudited and has been prepared in accordance with
the requirements of the International Accounting Standard (IAS) 34 - ‘Interim Financial Reporting’
and provisions of and directives issued under the Companies Ordinance, 1984 and is being submitted
to the shareholders in accordance with Section 245 of Companies Ordinance, 1984. In case where
the requirements differ, the provisions of or directives issued by Companies Ordinance, 1984 have
been followed. The figures for the half year ended June 30,2017 have been subjected to limited scope
review as required by above-mentioned section of the Companies Ordinance, 1984. This condensed
interim financial information does not include all information required for annual financial statements
and therefore should be read in conjunction with the annual financial statements for the year ended
December 31, 2016.

Accounting Policies

The accounting policies adopted for the preparation of this condensed interim financial information
are the same as those applied in the preparation of preceding annual published financial statements
of the company for the year ended December 31, 2016 except as described below:

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

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 1,2017 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.

Standards, amendments and interpretations to existing standards that are not yet effective and have
not been early adopted by the Company

IFRS 15 ‘Revenue from contracts with customers’ is effective from accounting periods beginning on
or after January 1, 2018. This will replace IAS 18 which covers contracts for goods and services and
IAS 11 which covers construction contracts. The new standard is based on the principle that revenue
is recognized when control of a good or service transfers to a customer — so the notion of control
replaces the existing notion of risks and rewards.



Balance Sheet Profit & Loss Comprehensive Income Cash Flow Statement of Changes Notes 13

3.2.2

4.1

4.2

7.1

7.2

The following amendments and interpretations to existing standards have been published and are
mandatory for the Company’s accounting periods beginning on or after their respective effective
dates but the Company has not early adopted them. They are not expected to have a material impact
on Company’s financial statements.

Standards or interpretations: Effective date (accounting
periods beginning on or after)

IFRS 9, ‘Financial Instruments’ January 1,2018
IFRS 16 - ‘Leases’ January 1,2019
IFRIC 22 - ‘Foreign currency transactions and advance consideration’ January 1,2018

Standards, amendments and interpretations to existing standards that are not yet effective and have
not been early adopted by 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 1,2017 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.

Taxation

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

‘Under Finance Act, 2017, a tax shall be charged at the rate of 7.5% of its accounting profit (Before
Tax) on every public company other than scheduled bank that derives a profits for a tax year but does
not distribute atleast 40% of its profit after tax within 6 months of the end of the tax year through
cash or bonus shares.

Long term finances - secured

Long term finances reprsent loan secured payable to BanklIslami Pakistan Limited amounting to
Rs. 174 million (December 31, 2016: Rs. 43 million). It carries a mark-up of 3MK+0.10% payable
quarterly. Bank Islami is the related party to the company by way of common directorship.

Trade and other payables

Trade creditors include amount due to holding company of Rs. 132.400 million (December 2016:
86.548 million) and associated undertakings of Rs. 23.034 (December 2016: 16.659 million).

Contingencies and commitments
Contingencies

The company has obtained bank guarantees of Rs. 2,238.73 million (December 2016: Rs 1,792.56
million) against the performance of various contracts.

Commitments

Letters of credit other than for capital expenditure approximately Rs. 393.587 million (December
2016: Rs. 132.999 million).



14 Financial Statements

June 30, December 31,

2017 2016
Unaudited Audited
Note (Rupees in thousand)
8. Property, plant and equipment
Opening book value 403,730 406,779
Add: Additions during the period 8.1 70,995 78,818
474,725 485,597
Less: Disposal during the period (at book value) (2,690) (14,317)
Depreciation charged during the period (36,349) (67,549)
Write off - -
(39,039) (81,866)
435,686 403,731
8.1 Following is the details of additions during the period
Additions
Buildings on Freehold Land 13,713 -
Plant & Machinery 9,159 26,964
Tools, Jigs and Attachments 75 1,460
Patterns - 14,293
Other Equipment 11,400 3,126
Furniture and Fixtures 2,923 167
Office Machine & Appliances 7,345 5,277
Vehicles 26,380 27,531
70,995 78,818
9. Trade debts
Trade Debts 1,770,673 1,650,713
Less: Provision for doubtful debts (101,102) (93,484)

1,669,571 1,557,229




10.

Balance Sheet Profit & Loss Comprehensive Income Cash Flow Statement of Changes Notes
Quarter ended Half year ended
June 30, June 30, June 30, June 30,
2017 2016 2017 2017
—————————————————— Unaudited ------------------
Note (Rupees in thousand)
Cost of goods sold
Raw material consumed 526,416 539,532 1,047,463 1,318,357
Salaries, wages, amenities and staff welfare 75,462 71,802 163,780 147,642
Staff training 661 964 811 1,849
Electricity and power 29,726 30,171 56,368 56,828
Stores and spares consumed 72,716 52,032 132,187 116,675
Insurance 1,996 2,241 3,345 4,470
Travelling and conveyance 15,646 15,021 29,601 29,181
Postage and telephone 2,471 1,464 5,624 2,825
Printing and stationery 687 927 1,171 1,397
Rent, rates and taxes 2,166 2,652 4,088 5,235
Repairs and maintenance (2,452) 5,343 149 9,293
Legal & Professional charges 10.1 3,280 3,340 7,386 6,687
SAP user license fee and other IT services 2,139 4,065 6,711 8,566
Packing expenses 10,287 7,439 18,108 15,590
Outside services 217,930 158,846 360,068 312,695
Depreciation on Property, plant
and equipment 14,082 12,705 27,301 25,397
Provision for obsolete stores & stocks 20,500 1,500 22,000 3,000
Royalty & Trademark 4,766 5,199 8,662 10,497
Other expenses 1,369 2,707 3,136 4,593
999,848 917,950 1,897,959 2,080,777
Opening work-in-process 537,318 402,793 521,013 321,285
Less: Closing work-in-process 486,575 379,626 486,575 379,626
(Increase)/decrease in work in process 50,743 23,167 34,438 (58,341)
Cost of goods manufactured 1,050,591 941,117 1,932,397 2,022,436
Opening stock of finished goods 20,709 17,866 14,402 18,970
Less: Closing stock of finished goods 34,542 15,170 34,542 15,170
(Increase)/decrease in finished goods (13,833) 2,696 (20,140) 3,800
1,036,758 943,813 1,912,257 2,026,236
Less: Cost of capital assets manufactured - - - -
1,036,758 943,813 1,912,257 2,026,236

10.1

This includes amount of Rs. 6.57 million (June 2016: 5.02 million) charged by the parent company

(KSB Aktiengesellschaft) on account of various services provided to the company.

15



16 Financial Statements

12.

Transactions with related parties
Relationship with the Company Nature of transaction

i. Associated Undertaking Purchase of goods and services
Sale of goods and services
Commission income
Commission expense
Royalty and trademark
SAP user license fee
Group service cost

ii. Post retirement benefit plans Expense charged
iii. Key management personnel Compensation

Period end balances
Receivable from related parties
Payable to related parties

Cash generated from operations
Profit before taxation

Adjustment of non-cash items:

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

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

Provisions no longer considered necessary and unclaimed
balances written back

Finance cost

Exchange (gain)/loss

Profit before working capital changes

Effect on cash flow due to working capital changes
(Increase)/decrease in current assets:

Stores, spares and spares

Stock-in-trade

Trade debts

Advances, deposits, prepayments and other receivables

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

June 30,
2017

........ Unaudited

June 30,
2016

(Rupees in thousand)

190,717

June 30,
2017
Unaudited

122,745
166,402
6,958
13,199
10,497
15,321
15,379

20,288
39,886

December 31,

2016

Audited

(Rupees in thousand)

129,700
151,119

June 30,
2017

-------- Unaudited

101,434
200,323

June 30,

2016

(Rupees in thousand)

242,389 239,962
36,349 32,933
106 107

206 341

(764) (253)
5,542 11,084
8,548 12,974
22,000 3,000

- (15,955)

10,278 20,269
12,068 3,883
336,722 308,345
(11,210) (8,995)
(151,008) (6,324)
(132,028) (200,802)
(42,654) (53,128)
(336,900) (269,249)
636,951 515,803
(33,956) (25,401)
602,995 490,402
602,817 529,498




Balance Sheet Profit & Loss Comprehensive Income Cash Flow Statement of Changes Notes

13.

14.

15.

16.

17.

June 30, June 30,
2017 2016
»»»»»»»» Unaudited --------

(Rupees in thousand)

Cash and cash equivalents

Cash and cash equivalents comprise the following items:

Cash and bank balances 629,069 289,197
Short term finances (152,045) (137,794)
477,024 151,403

Financial risk management

The Group’s activities expose it to a variety of financial risks: market risk (including currency risk,
fair value interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk

The condensed interim financial information does not include all financial risk management
information and disclosures required in the annual financial statements, and should be read in
conjunction with the annual financial statements as at December 31, 2016.

There have been no changes in the risk management policies since the year end.

Date of authorization for issue

This condensed interim financial information was authorized for issue on August 23, 2017 by the
Board of Directors of the Company.

Events after balance sheet date

No material events have occurred subsequent to June 30,2017.

Corresponding figures

In order to comply with the requirements of International Accounting Standard (IAS) 34- ‘Interim
Financial Reporting’, the condensed interim balance sheet and condensed interim statement of
changes in equity have been compared with the balances of annual audited financial statements of
preceding financial year; whereas, the condensed interim profit and loss account, condensed interim

statement of comprehensive income and condensed interim cash flow statement have been compared
withthe balances of comparable period of immediately preceding financial year.

Corresponding figures have been re-arranged, wherever necessary, for the purposes of comparison.
However, no significant rearrangements have been made.

Chairman Chief Executive
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