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Directors’
Review

Directors’ Review

I am pleased to present the financial statements of KSB Pumps Company Limited for the 1st half
ended June 30, 2020.

World economy has witnessed unprecedented decline since novel coronavirus outbreak has
not only damaged human lives but also paralyzed global economic activity. Pakistan economy,
struggling with multiple issues, has also been severely disrupted and resultantly contracted in
FY 2020. Government is facing dual challenge: to contain spread of virus and to mitigate socio-
economic losses. Rupee devaluation and rising fuel prices have further adverse impact on imports.
In order to combat the crisis and to provide liquidity support to businesses and households,
various steps have been taken like relief package by government, and significant policy rate cut,
refinance and other schemes by SBP. As COVID-19 is fading away, overall activity is expected to
rebound but recovery would be gradual given the magnitude of losses. Law & order and security
situation remained under control, however, downside risks like political unrest, tensions with
neighbouring country, and FATF review continue to pose threat to the economic performance.

KSB Pakistan underwent slowdown in 1st half of year 2020. Company’s operations remained
suspended for a couple of weeks in compliance with lockdown directives by government. Later,
under strict adherence to SOPs, some sections were partially opened in April, and by end of Q2
major operations were resumed. The company has posted a turnover of PKR 1.55 Billion with
earnings before interest and tax of 38 million while earnings before tax remained negative 41
million. Despite very low activity in Q2-2020, the company has been able to sustain its operations
through better collection and strict cost control measures.

On external front, activity in both public and private sectors had gone near to halt during
lockdown period. Now while remarkable reduction in COVID cases have been observed and
restrictions are being lifted, healthy business inflow from all major sectors is anticipated in
remaining part of the year. Still, achievement of business targets for year 2020 depends on the
pace of recovery.

I would like to thank all employees, for their dedication and commitment has been a source of

strength to the company in difficult circumstances.

QN

Mohammad Masud Akhtar
MD / Chief Executive Officer

19 August, 2020
Lahore, Pakistan
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Independent Auditors’ Review Report

To the Members of KSB Pumps Company Limited
Report on review of Interim Financial Statements

Introduction

We have reviewed the accompanying condensed interim statement of financial position of KSB
Pumps Company Limited as at June 30, 2020 and the related condensed interim statement of
profit or loss and other comprehensive income, condensed interim statement of changes in equity,
and condensed interim statement of cash flows, and notes to the financial statements for the
six-month period then ended (here-in-after referred to as the “interim financial statements”).
Management is responsible for the preparation and presentation of this interim financial
statements in accordance with accounting and reporting standards as applicable in Pakistan
for interim financial reporting. Our responsibility is to express a conclusion on these financial
statements based on our review. The figures of the condensed interim statement of profit or loss
and other comprehensive income for the three-month periods ended June 30, 2020 and 2019
have not been reviewed, as we are required to review only the cumulative figures for the six-
month period ended June 30, 2020.

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 statements 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 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 come to our attention that causes us to believe that the
accompanying interim financial statements is not prepared, in all material respects, in accordance
with the accounting and reporting standards as applicable in Pakistan for interim financial
reporting.

The engagement partner on the audit resulting in this independent auditor’s report is Amer Raza
Mir.

v L

A.FFerguson & Co.
Chartered Accountants

Lahore
Date: August 19,2020

A. F. FERGUSON & CO., Chartered Accountants, a member firm of the PwC network
29-C, Aziz Avenue, Canal Bank, Gulberg-V, P.0.Box 39, Lahore-54660, Pakistan
Tel: +92 (42) 3571 5868-71/ 3577 5747-50 Fax: +92 (42) 3577 5754 www .pwc.com/pk

“KARACHI =LAHORE =ISLAMABAD



Balance
Sheet

Condensed Interim Statement of
Financial Position wn-auditeq)

As at June 30, 2020
June 30, December 31,
2020 2019
Note (Rupees in thousand)

EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Authorised capital
15,000,000 (2019: 15,000,000)

ordinary shares of Rs 10 each 150,000 150,000
Issued, subscribed and paid up capital
13,200,000 (2019: 13,200,000) ordinary shares of Rs 10 each 132,000 132,000
General Reserves 1,805,600 1,729,600
Unappropriated profit (55,480) 96,298

1,882,120 1,957,898
NON CURRENT LIABILITIES

Long term finances - secured 5 290,888 125,000
Employees’ retirement and other benefits 95,926 90,691
Deferred liabilities 51,902 57,884

438,716 273,575
CURRENT LIABILITIES

Current portion of long term finances - secured 65,714 125,000
Short term finances - secured 1,051,045 1,086,457
Trade and other payables 6 1,460,542 1,402,721
Contract Liability 9,505 8,486
Unclaimed dividend 10,107 9,946
Due to provident fund 14,239 4,390
Provisions for other liabilities and charges - 72,190

2,611,152 2,709,190

CONTINGENCIES AND COMMITMENTS 7

4,931,988 4,940,663

The annexed notes 1 to 21 form an integral part of this condensed interim financial statements.

— .
Chief Executive Chief Financial Officer Director



June 30, December 31,

2020 2019
Note (Rupees in thousand)

ASSETS
NON-CURRENT ASSETS
Property, plant and equipment 8 1,091,469 1,162,474
Investment property 9 - -
Intangible assets 14,291 17,651
Capital work-in-progress 14,587 16,871
Long-term loans and deposits 68,844 69,256

1,189,191 1,266,252
CURRENT ASSETS
Stores, spares and loose tools 102,358 73,913
Stock-in-trade 898,766 794,015
Trade debts 10 1,367,947 1,305,533
Contract Asset 719,572 814,008
Advances, deposits, prepayments and other receivables 556,944 504,338
Cash and bank balances 12 97,210 182,604

3,742,797 3,674,411

4,931,988 4,940,663

— .
Chief Executive Chief Financial Officer Director



8

Profit and Loss
Account

Condensed Interim Statement of Profit or
Loss and Other Comprehensive Income wn-auditeq)

For the three months and six months period ended June 30, 2020

Three months ended Six months ended
June 30, June 30, June 30, June 30,
2020 2019 2020 2019
--------------- (Un-audited) ----------------
Note (Rupees in thousands)
Sales 13 690,256 853,749 1,549,201 1,857,011
Cost of sales 14 (563,563) (677,879) (1,272,723)(1,502,653)
Gross profit 126,693 175,870 276,478 354,358
Distribution and marketing expenses (70,561) (70,351)  (156,539) (166,576)
Administrative expenses 15 (56,409) (55,247)  (118,512) (116,225)
Other operating expenses - (3,283) - (4,434)
Other operating income 18,189 36,650 37,006 65,507
Profit from operations 17,912 83,639 38,433 132,630
Finance costs (34,857) (40,025) (79,092) (73,482)
(Loss) / profit before taxation (16,945) 43,614 (40,659) 59,148
Taxation (15,319) (9,621) (15,319) (11,131)
(Loss) / profit after taxation (32,264) 33,993 (55,978) 48,017
Other comprehensive income - - - -
Total comprehensive income (32,264) 33,993 (55,978) 48,017
Earnings per share - basic &
diluted Rupees (2.44) 2.58 (4.24) 3.64

The annexed notes 1 to 21 form an integral part of this condensed interim financial statements.

— .
QIUNEE % T
Chief Executive Chief Financial Officer Director



Statement of
Changes in Equity

Condensed Interim Statement of
Changes in Equity wn-audited)

For the six months period ended June 30, 2020

Share General Unappropriated
capital reserves profit Total

(Rupees in thousand)

Balance as at January 1, 2019 132,000 1,580,600 188,953 1,901,553

Final dividend for the year ended

December 31, 2018 at the rate of Rs 3 per share - - (39,600) (39,600)
Transfer to general reserve - 149,000  (149,000) -

Total comprehensive income for the period - - 48,017 48,017

Balance as at June 30, 2019 132,000 1,729,600 48,370 1,909,970

Total comprehensive income for the period - - 47,928 47,928

Balance as at December 31, 2019 132,000 1,729,600 96,298 1,957,898

Final dividend for the year ended

December 31,2019 Rs 1.50 per share - - (19,800) (19,800)
Transfer to general reserve 76,000 (76,000) -
Total comprehensive income for the period - - (55,978) (55,978)
Balance as at June 30, 2020 132,000 1,805,600  (55,480) 1,882,120

The annexed notes 1 to 21 form an integral part of this condensed interim financial statements.

T
Chief Executive Chief Financial Officer Director
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Cash Flow
Statement

Condensed Interim Statement of

CaSh FIOWS (Un-audited)

For the six months period ended June 30, 2020

Note
Cash flows from operating activities
Cash generated from operations 11
Finance costs paid
Taxes paid

Employees’ retirement and other benefits paid
Net decrease in long term loans and deposits

Net cash used in 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 generated from / (used) in financing activities

Net 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 12

Six months ended

June 30,
2020

June 30,

2019

(Un-audited)
(Rupees in thousand)

265 30,961
(86,724) (63,962)
(39,469) (70,379)
(10,553) (17,688)

412 2,365

(136,069) (118,703)
(9,598) (48,912)
8,722 9,530

(876) (39,382)
106,602 (62,500)
(19,639) (36,177)
86,963 (98,677)
(49,982) (256,762)

(903,853) (670,318)
(953,835) (927,080)

The annexed notes 1 to 21 form an integral part of this condensed interim financial statements.

Chief Executive Chieffﬁn/éicial Officer

- .
et /14/"
Director




Notes

Notes to the Condensed Interim
Financial Statements

For the three months and six months period ended June 30, 2020

2.1

2.2

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 statements do 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 31,2019.

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, 2019.

Furthermore, the basis of significant estimates are same as those that were applied to the
financial statements for the year ended December 31,2019.

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:

1



2.21

2.2.2

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, 2020 but are considered
not to be relevant.

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 01,2021 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 pandemic COVID-19 that rapidly spread all across the world which has not only
endangered human lives but has also adversely impacted the global economy. On March
23,2020, the Government of the Punjab announced a temporary lock down as a measure
to reduce the spread of the COVID-19 including lockdown of businesses, intercity
movements, cancellation of major events etc. These measures have resulted in an overall
economic slowdown and disruptions to various businesses. The Government of Pakistan
and State Bank of Pakistan also announced several monetary and fiscal policy measures
to mitigate the adverse economic impacts of the COVID-19.

Complying with the lockdown, the Company temporarily suspended its operations from
March 23, 2020. In our Company’s case, the lockdown was subsequently relaxed from
April 06, 2020. After implementing all the necessary Standard Operating Procedures
(SOPs) to ensure safety of employees, the Company henceforth resumed its operations and
has taken all necessary steps to ensure smooth and adequate continuation of its business
in order to maintain business performance despite slowed down economic activity.

The lockdown caused disruptions in supply and distribution chain affecting the sales of
the products and services of the Company. It is also expected that the outbreak may affect
the demand of the Company’s products, services and projects in future. Inorder to mitigate
the effects of COVID-19, the management has adopted several measures comprising of
product diversification, cost reductions, utilization of State Bank of Pakistan Refinance
Scheme relating to Salaries and Wages and deferment of principal payment of long term
loan relating to BankIslami Pakistan Limited for a period of one year for managing
working capital requirements. The management has also assessed the accounting
implications of these developments on these interim financial statements, including but
not limited to the following areas:

- expected credit losses under IFRS 9, ‘Financial Instruments’;

- the impairment of tangible and intangible assets under IAS 36, Impairment of non-
financial assets’;

- the net realisable value of inventory under IAS 2, ‘Inventories’;

- the estimated cost to complete the project under IFRS 15 ¢ Revenue from Contract with
Customers’;

- Provision for taxation in accordance with IAS 12, ‘Income taxes’

- provisions and contingent liabilities under IAS 37, including onerous contracts; and

- going concern assumption used for the preparation of these financial statements.



5.1

5.2

According to management’s assessment, there is no significant accounting impact of the
effects of COVID-19 in these interim financial statements.

Taxation

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

June 30, December 31,

2020 2019
(Un-audited) (Audited)
Note (Rupees in thousands)
Long term finances - secured
BankIslami 5.1 218,750 250,000
Allied Bank Limited 5.2 137,852 -
Current portion of long term finances - secured (65,714) (125,000)

290,888 125,000

During the year 2016, Diminishing Musharika with a limit of Rs 500.00 million was
obtained from BanklIslami 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 13.51% to 13.61% during the period ended June 30, 2020
(June 30:2019: 9.49% to 11.82%). During the period ended June 30,2020, the Company
obtained approval from BankIslami Pakistan Limited pursuant to State Bank of Pakistan
circular No 13 dated March 26, 2020 for one year deferment of principal amount. As at
June 30, 2020, the Company has repaid an amount of Rs 281.25 million (December 31,
2019: Rs 250 million).

During the period, the Company availed the State Bank of Pakistan Refinance Scheme for
payment of salaries and wages from Allied Bank Limited with a limit of Rs 144.00 million.
The loan is repayable in 8 equal quarterly installments starting from January 31, 2021
with a grace period of six months. The finance is secured by exclusive equitable mortgage
charge over land and bulidings situated at KSB Pumps Company Limited headoffice upto
an amount of Rs 160.00 million and First Joint parri passu charge over current assets of
the Company. The loan has been treated as term loan till period end since the State Bank
of Pakistan approval has been obtained subsequent to period end due to which the facility
carried rate of one month KIBOR plus 0.25%. The rate of interest charged during the
period is 8.61% per annum (June 30, 2019: Nil). Subsequent to State Bank of Pakistan
approval, the facility will carry interest rate of SBP rate plus 1% per annum (June 30:
2019: Nil).

Trade and other payables

Trade creditors include amount due to holding company of Rs 282.555 million (December
2019: Rs 155.61 million) and associated undertakings of Rs 69.243 million (December
2019: Rs. 72.3 million). Further, it includes contract liability amounting to Rs. 279.269
million (December 31, 2019: Rs 320.229 million) pertaining to advance received from
customers relating to products.
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7.2

8.1

Contingencies and commitments
Contingencies

There is no significant change in contingencies since the date of preceding published
annual financial statements, except for the following

(i) The Company has obtained bank guarantees of Rs. 883.776 million (December 2019:
Rs 853.94 million) against the performance of various contracts.

(i) The Deputy Commissioner Inland Revenue issued sales tax assessment order
amounting to Rs 58.044 million relating to Tax year 2015 on account of non-payment of
sales tax on revenue recognized under input method in accordance IFRS 15 ‘Revenue from
Contract with Customers’. Being aggrieved, the Company preferred an appeal before the
Commission Inland Revenue Appeals. Subsequent to the period end, the Commissioner
Inland Revenue Appeals decided the appeal in favor of the Company and remanded back
the case to the Deputy Commissioner Inland Revenue for scurtiny of documents. The
Company’s management expects a favorable outcome due to which no provision has been
recorded in these interim financial statements.

Commitments

The Company has commitment in respect of letter of credits other than for capital
expenditure approximately Rs. 215.479 million (December 2019: Rs. 171.53 million).

June 30, December 31,

2020 2019
(Un-audited) (Audited)
Note (Rupees in thousands)
Property, plant and equipment
Opening book value 1,162,474 1,237,973
Add: Additions during the period 8.1 11,609 106,239

1,174,083 1,344,212

Less: Disposal during the period (at book value) (6,667) (26,783)
Depreciation charged during the period (75,947) (154,955)

(82,614) (181,738)

1,091,469 1,162,474

Additions

Buildings on freehold land - 25,690
Plant and machinery 5,896 45,044
Tools, jigs and attachments - 2,153
Patterns - 21,316
Other equipment 192 8,618
Furniture and fixtures - 1,856
Office machines and appliances 5,521 27
Vehicles - 1,535

11,609 106,239
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11.

15

Investment property

This refers to the fully depreciated investment property. The fair value of investment
property amounts to Rs 50.48 million (2019: Rs 62.63 million) as per valuation carried
out by independent valuer as at Decembe 31, 2019.

June 30, December 31,
2020 2019
(Un-audited) (Audited)
(Rupees in thousands)
Trade debts

Trade debts 1,515,631 1,435,023
Less: Provision for doubtful debts (147,684) (129,490)

1,367,947 1,305,533

Six months ended
June 30, June 30,
2020 2019
(Un-audited)
(Rupees in thousands)

Cash generated from operations

Profit before taxation (40,659) 59,148
Adjustment of non-cash items:

Depreciation on property, plant and equipment 75,947 77,677
Depreciation on investment property - 107
Amortization on intangible assets 3,633 645
Profit on sale of property, plant and equipment (2,055) (2,083)
Employees’ retirement and other benefits 15,788 16,798
Provision for doubtful debts and receivables 19,124 10,539
Provision for slow moving stock 3,000 3,000
Finance cost 79,092 73,482

Provisions no longer considered necessary and
unclaimed balances written back - -
Exchange gain (3,937) (43,831)

Profit before working capital changes 149,933 195,482

Effect on cash flow due to working capital changes

(Increase) / decrease in current assets:

Stores, spares and loose tools (28,445) 23,799
Stock-in-trade (107,751) 19,456
Trade debts (66,787) 126,064
Contract asset 94,436 (61,433)
Advances, deposits, prepayments and other receivables (35,368) 40,014

(143,915) 147,900
Increase / (decrease) in current liabilities:

Trade and other payables 55,569 (257,516)
Contract liability 1,019 (15,407)
Due to provident fund 9,849 2,021

Provisions for other liabilities and charges (72,190) (41,519)

(5,753)  (312,421)
265 30,961
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13.

14.

Cash and cash equivalents

Cash and cash equivalents comprise the following items:

Cash and bank balances
Short term finances

Sales

Local sales
Export Sales

Less: Sales tax

Cost of goods sold

Raw material consumed

Salaries, wages, amenities and staff welfare
Staff training

Electricity and power

Stores and spares consumed

Insurance

Travelling and conveyance

Postage and telephone

Printing and stationery

Rent, rates and taxes

Repairs and maintenance

Legal and professional charges

SAP user license fee and other IT services
Packing expenses

Outside services

Depreciation on property, plant and equipment

Provision for obsolete stores and stocks
Warranties
Other expenses

Opening work-in-process
Less: Closing work-in-process

(Increase) / decrease in work in process

Cost of goods manufactured

Opening stock of finished goods
Less: Closing stock of finished goods

(Increase) / decrease in finished goods

Six months ended

June 30, June 30,
2020 2019
(Un-audited)
(Rupees in thousands)

97,210 79,536
(1,051,045) (1,006,616)

(953,835) (927,080)

Three months ended Six months ended
June 30, June 30, June 30, June 30,
2020 2019 2020 2019

------- (Un-audited) --------------

(Rupees in thousands)

577,286 816,381 1,359,326 1,751,061
200,081 157,193 392,256 334,436
777,367 973,574 1,751,582 2,085,497
(87,111) (119,825) (202,381) (228,486)
690,256 853,749 1,549,201 1,857,011
283,951 362,202 672,111 779,643
68,023 70,319 140,356 153,922
(113) 340 141 340
23,512 35,985 56,411 69,347
34,009 60,505 75,342 112,102
1,450 1,675 2,992 3,306
5,095 11,570 14,027 23,132
2,052 2,597 4210 5,032
176 344 489 783

946 993 1,874 1,874
1,938 4,128 4,071 6,341
2,465 4 4,030 608
9,123 8,902 18,540 16,891
6,759 7,600 15,083 16,589
89,700 92,329 182,778 181,494
34,310 35,684 68,963 70,334
1,500 1,500 3,000 3,000
2,706 3,055 6,932 8,059
2,736 1,933 3,196 5,899
570,338 701,665 1,274,546 1,458,696
275,402 339,180 277,210 399,059
266,996 372,078 266,996 372,078
8,406 (32,898) 10,214 26,981
578,744 668,767 1,284,760 1,485,677
53,608 66,262 56,752 74,126
68,789 57,150 68,789 57,150
(15,181) 9,112 (12,037) 16,976
563,563 677,879 1,272,723 1,502,653




15.  Administrative expenses

Administrative expenses include Rs. 21.058 million pertaining to group service cost.

Three months ended Six months ended
June 30, June 30, June 30, June 30,
2020 2019 2020 2019

-------------- (Un-audited) ---------------
(Rupees in thousands)
16. Transaction with related parties

Relationship wit Nature of transaction
the Company
i. Associated Purchase of goods and services 152,731 109,378 225,781 184,781
Undertaking Sale of goods and services 203,742 146,725 389,808 318,704
Commission income 479 4,171 479 9,176
Commission expense (6,113) 14,887 12,330 31,644
Royalty and trademark 4,673 4,461 9,212 10,897
SAP user license fee 31,349 15,322 31,349 29,072
Group service cost 21,058 - 21,058 -
ii. Post retirement
benefit plans Expense charged 18,913 22,290 27,407 29,063
iil. Key management
personnel Compensation 66,761 21,855 133,522 121,370

June 30, December 31,
2020 2019
(Un-audited) (Audited)
(Rupees in thousands)
Period end balances

Receivable from related parties 311,895 275,273
Payable to related parties 351,800 227,905
17. Financial risk management

The Company’s activities expose it to a variety of financial risks: market risk (including currency
risk, other price risk and interest rate risk), credit risk and liquidity risk. The Company’s overall risk
management programme focuses on the unpredictability of financial markets and seeks to minimize
potential adverse effects on the financial performance.

The condensed interim financial statements do 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, 2019.

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

18. Fair value estimation

Fair value is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date.
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Specific valuation techniques used to value financial instruments include:
- Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

- Inputs other than quoted prices included within level 1 that are observable for the asset
or liability, either directly (that is, as prices) or indirectly (that is, derived from prices)

(level 2).

- Inputs for the asset or liability that are not based on observable market data (that is,
unobservable inputs) (level 3).

The following is categorization of assets which are disclosed at fair value as at June 30,
2020:

Level 1 Level 2 Level 3 Total
Assets:

Investment property - - 50,480,650 50,480,650
Valuation techniques used to measure level 3 assets

The fair value of these assets is determined by an independent professionally qualified valuer.
Latest valuation of these assets was carried out on December 31, 2019 by an independent
professionally qualified valuer, M/s Tahseen Fazal Associates (Private) Limited. Level 3
fair value of building on freehold land has been determined using a depreciated market
replacement cost approach whereby, replacement cost of the building has been adjusted
using a suitable depreciation rate to arrive at present replacement cost. Any changes in fair
values and/ or movement in the same is analysed at each reporting date.

Valuation inputs and relationship to fair value
The following table summarises the quantitative and qualitative information about the

significant unobservable inputs used in recurring level 3 fair value measurements. See
paragraph above for the valuation techniques adopted.

Description Fair Value Significant Quantitative Data /
as at Unobservable  Range and relationship
inputs to the fair value

June 30, 2020 June 30, 2019

Investment Suitable The market value has
property 50,480,650 62,628,400  depreciation been determined by using
rate to arrive a unit rate of ground floor
at depreciated based on depreciated cost
market of construction. Higher

replacement cost. the estimated cost of
construction of a new
building, higher the fair
value. Further, higher
the depreciation rate, the
lower the fair value of the
building.



19. Date of authorization for issue

These condensed interim financial statements were authorized for issue on August 19,
2020 by the Board of Directors of the Company.

20. Events after balance sheet date
No material events have occurred subsequent to period ended June 30, 2020.
21.  Corresponding figures

In order to comply with the requirements of International Accounting Standard 34 - Interim
Financial Reporting’, the condensed interim financial position has been compared with the
balances of annual audited financial statements of preceding financial year, whereas, the
condensed interim statement of profit or loss and other comprehensive income, condensed
interim statement of changes in equity and condensed interim statement of cash flows
have been compared with the balances of comparable period of immediately preceding
financial year. Corresponding figures have been re-arranged, wherever necessary, for the
purposes of comparison. During the period the following major reclassifications were

made:
Reclassification Reclassification to
from component component
Description Note Description Note June 30, June 30,
2020 2019
Rupees Rupees
Cost of sales - Royalty 14  Distribution and marketing
and trademark expenses - Royalty and
trademark 9,212 10,897
Distribution and marketing
expenses - Warranties Cost of sales - Warranties 14 6,932 8,059

—_— )
Chief Executive Chief Financial Officer Director
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