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COMPANY PROFILE

THE COMPANY Pakgen Power Limited (“the Company”) was incorporated
in Pakistan on 22 June 1995 under the repealed Companies
Ordinance, 1984 now the Companies Act, 2017. The
registered office is situated at 53-A, Lawrence Road, Lahore.
The principal activities of the Company are to own, operate
and maintain an oil fired power station (“the Complex”) having
gross capacity of 365 MW in Mehmood Kot, Muzaffargarh,
Punjab, Pakistan.

BOARD OF DIRECTORS Mr. Ghazanfar Hussain Mirza Chairman
Mr. Aurangzeb Firoz
Mrs. Sadia Younas Mansha
Mr. Samir Mustapha Chinoy
Mr. Shahid Malik
Dr. Arif Bashir
Mr. Farrukh Ifzal

CHIEF EXECUTIVE OFFICER  Mian Hassan Mansha

AUDIT COMMITTEE Mr. Farrukh Ifzal Chairman
Mr. Aurangzeb Firoz
Mr. Shahid Malik

HUMAN RESOURCE & Mr. Samir Mustapha Chinoy Chairman
REMUNERATION(HR &R) Mr. Hassan Mansha
COMMITTEE Mr. Ghazanfar Hussain Mirza

CHIEF FINANCIAL OFFICER  Mr. Tanvir Khalid

COMPANY SECRETARY Mr. Khalid Mahmood Chohan
BANKERS OF THE Habib Bank Limited
COMPANY The Bank of Punjab

Silk Bank Limited

United Bank Limited

Allied Bank Limited

National Bank of Pakistan

Bank Alfalah Limited

Faysal Bank Limited

Askari Bank Limited

Habib Metropolitan Bank Limited
MCB Bank Limited

Bank Islamic Pakistan Limited
Bank Al-Habib Limited

Al Baraka Bank (Pakistan) Limited

AUDITOR OF THE Riaz Ahmad & Co.
COMPANY Chartered Accountants

LEGAL ADVISOR OF Mr. M. Aurangzeb Khan
THE COMPANY Advocate High Court

REGISTERED OFFICE 53-A, Lawrence Road,

Lahore-Pakistan
UAN: +92 42-111-11-33-33
Fax: +92 42 36367414

HEAD OFFICE 1-B, Aziz Avenue, Gulberg-V,
Lahore- Pakistan
Tel: + 92 42-35717090-96
Fax: +92 42-35717239

SHARE REGISTRAR CDC Share Registrar Services Limited
CDC House,99-B, Block-B, S.M.C.H.S
Shahra-e-Faisal, Karachi — 74400
Tel: (92-21) 111-111-500
Fax: (92-21) 34326053

PLANT Mehmood Kot, Muzaffargarh,
Punjab — Pakistan.
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DIRECTORS' REPORT

The Directors of Pakgen Power Limited (“the Company”) are pleased to present their report
together with the Condensed Interim Financial Information for the half year ended June 30, 2021.

We report that during the period under review power plant dispatched 314,591 MWH of electricity
as compared with 60,028 MWH dispatched during the corresponding six months of the previous
financial year.

Operational Financial Results:

The financial results of the Company for period ended June 30, 2021 are as follows:

HALF YEAR ENDED

Financial Highlights 30 June 30 June
2021 2020
Revenue (Rs ‘000’) 7,823,112 4,993,768
Gross profit (Rs ‘000’) 1,457,124 3,017,523
After tax profit (Rs ‘000’) 1,126,830 2,256,473
Earnings per share (Rs) 3.03 6.06

The Company has posted after tax profit of Rs.1,126.830 million as against Rs.2,256.473 million
earned in the comparative period. The net profits of the Company demonstrated the Earning per
Share of Rs.3.03 as against Rs.6.06 per share earned in the comparable previous period. The
major reason of decrease in profit is non-issuance of Capacity Purchase Price invoice starting
from 05-05-21 to 30-06-21, pursuant to PPA Amendment signed as per note 1.2 of the annexed
financial statements for the half year ended June 30, 2021.

Our sole customer Central Power Purchasing Agency (Guarantee) Limited (CPPA-G) remains
unable to meet its obligations in accordance with the Power Purchase Agreement (PPA) which
are secured under a sovereign guarantee of Government of Pakistan. As on June 30, 2021, an
amount of Rs.15.608 billion was outstanding against CPPA-G.

During the period under review the Company entered into “Master Agreement” and “PPA
Amendment Agreement” with CPPA-G in order to get payment of its overdue receivables as on
November 30, 2020 amounting to Rs.16.337 billion. The Company has received first installment
of 40% amounting to Rs.6.535 billion in the breakup of 1/3rd cash, 1/3rd in the form of tradeable
ljarah Sukuk, and 1/3rd in the form of tradeable Pakistan Investment Bonds (PIBs) on June 04,
2021. Remaining second installment of 60% amounting to Rs.9.802 billion is expected in December
2021 i.e. within six months after the date of first installment. According to the agreement, the
Company has voluntarily reduced its Capacity Purchase Price (CPP) and Variable O&M by 11%.
Furthermore, 50% of the reduced CPP shall not be indexed with USD Exchange rate and US CPI.
Whereas remaining 50% of reduced CPP shall continue to be indexed with USD Exchange rate
and US CPI. Moreover, the parties have agreed in good faith to attempt to amicably resolve the
outstanding ICC Award / Expert’s determination.

Accordingly, the Company entered into another “PPA Amendment Agreement” with CPPA-G
on April 20, 2021. Under this PPA Amendment Agreement, amongst resolution of disputes, the
shutdown period of the complex on account of non-availability of fuel has been treated as Other
Force Majeure Event under the Power Purchase Agreement and Term of the PPA has been extended
by 156 days. During this extended period the Company will issue Energy Purchase Price invoices
only and will not issue Capacity Purchase Price invoices amounting Rs.2,429 million approximately,
for these 156 days, and accordingly Liquidated Damages imposed on the Company for this period
have been waived by the Central Power Purchasing Agency (Guarantee) Limited. The Company
would start issuing Capacity Purchase Price invoices from 8th October 2021 onwards. Moreover,
The Company is entitled to send CPP invoices for these 156 days after completion of remaining
seven years of the PPA term at the indexation applicable for seventh year.

Corporate objectives:

Being a responsible and reliable energy company, we aim to facilitate the nation in reducing its
cost of energy by maintaining high efficiency and availability of plant.

Half Yearly Report 2021
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COMPOSITION OF BOARD:

Total number of Directors:

(@) Male 7
(b) Female: 1
Composition:

(i) Independent Directors

(ii) Non-executive Directors

(i) Executive Director-(Chief Executive Officer)

COMMITTEES OF THE BOARD:

Audit Committee of the Board:

Sr. # Name of Members

1 Mr. Farrukh Ifzal

(Member/ Chairman)

2 Mr. Aurangzeb Firoz (Member )
3 Mr. Shahid Malik (Member)
Human Resource & Remuneration (HR&R) Committee:
Sr. # Name of Members
1 Mr. Samir Mustapha Chinoy Member/Chairman
2 Mian Hassan Mansha Member
3 Mr. Ghazanfar Hussain Mirza Member

DIRECTORS’ REMUNERATION:

The company does not pay remuneration to its non-executive directors including independent
directors except for meeting fee. Aggregate amount of remuneration paid to executive and non-
executive directors have been disclosed in Note 9. of the annexed financial statements.

APPROPRIATIONS:

The Board of Directors has announced 1st Interim Cash Dividend at the rate of PKR 1/- per share
(i.e. 10%) for the half year ended June 30, 2021.

ACKNOWLEDGEMENT:

The board appreciates the management for establishing a modern and motivating working climate
and promoting high levels of performance in all areas of the power plant. We also appreciate the
efforts of the company’s workforce for delivering remarkable results and we wish for their long
relationship with the Company.

For and on behalf of the Board of Directors

Q/[-\ma i M
Yy
Mian Hassan Mansha Mr. Ghazanfar Hussain Mirza

Chief Executive Officer Chairman
Lahore: 25 August 2021
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INDEPENDENT AUDITORS' REVIEW REPORT
TO THE MEMBERS OF PAKGEN POWER LIMITED REPORT ON
REVIEW OF CONDENSED INTERIM FINANCIAL STATEMENTS

Introduction

We have reviewed the accompanying condensed interim statement of financial position of PAKGEN
POWER LIMITED as at 30 June 2021 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 condensed interim financial
statements for the half year then ended (here-in-after referred to as the “condensed interim financial
statements”). Management is responsible for the preparation and presentation of these condensed
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
condensed interim financial statements based on our review. The figures of the condensed interim
statement of profit or loss and other comprehensive income for the quarters ended 30 June 2021
and 30 June 2020 have not been reviewed and we do not express a conclusion on them as we
are required to review only the cumulative figures for the half year ended 30 June 2021.

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 condensed 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 condensed interim financial statements are not prepared, in all material respects,
in accordance with the accounting and reporting standards as applicable in Pakistan for interim
financial reporting.

Emphasis of matter

We draw attention to Note 1.2 to the condensed interim financial statements which highlights the
signing of Master Agreement and PPA Amendment Agreements during the period to alter certain
contractual arrangements for sale and purchase of electricity and to amicable resolve the disputes
between the Parties. Our conclusion is not qualified in respect of this matter.

The engagement partner on the review resulting in this independent auditor’s review report is Atif
Anjum.

RIAZ AHMAD & COMPANY
Chartered Accountants

Lahore: 25 August 2021
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CONDENSED INTERIM STATEMENT OF

FINANCIAL POSITION (UN-AUDITED)
As at 30 June 2021

Un-audited Audited
30 June 31 December
Note 2021 2020

(Rupees in thousand)
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Authorized share capital

400,000,000 (31 December 2020: 400,000,000)
ordinary shares of Rupees 10 each 4,000,000 4,000,000

Issued, subscribed and paid-up share capital
372,081,591 (31 December 2020: 372,081,591)

ordinary shares of Rupees 10 each 3,720,816 3,720,816
Capital reserve 116,959 116,959
Revenue reserve - un-appropriated profit 19,551,376 18,796,628
Total equity 23,389,151 22,634,408
LIABILITIES

NON-CURRENT LIABILITIES

Long term financing 4 24,800 48,986
Deferred income - Government grant 242 957
25,042 49,943
CURRENT LIABILITIES
Trade and other payables 1,740,897 740,426
Accrued mark-up / profit 81,579 128,271
Short term borrowings 928,909 5,870,818
Current portion of non-current liabilities 49,861 49,326
Unclaimed dividend 6,921 12,087

2,808,167 6,800,928

Total liabilities 2,833,209 6,850,871
CONTINGENCIES AND COMMITMENTS 5

TOTAL EQUITY AND LIABILITIES 26,222,360 29,485,274

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

CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER

PAKGEN POWER LIMITED
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Un-audited Audited
30 June 31 December
Note 2021 2020
(Rupees in thousand)

ASSETS

NON-CURRENT ASSETS

Fixed assets 6 5,619,170 5,943,119
Long term investment - -
Long term loans to employees 4,781 9,023
Long term security deposit 300 300
Employee benefit - gratuity 5,948 5,400
5,530,199 5,957,842
CURRENT ASSETS
Stores, spare parts and other consumables 829,036 807,648
Fuel stock 1,335,998 1,262,026
Trade debts 15,608,485 18,913,240
Loans, advances and short term prepayments 463,094 472,830
Loan to associated company 350,000 350,000
Other receivables 591,594 652,673
Accrued interest 2,454 2,496
Sales tax recoverable 1,108,926 1,031,743
Short term investment - 11,416
Cash and bank balances 402,574 23,360

20,692,161 23,627,432

TOTAL ASSETS 26,222,360 29,485,274

m 7 4' Qr[umjm g M. j MW\‘

CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER
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CONDENSED INTERIM STAEMENT OF PROFIT OR LOSS

ACCOUNT AND OTHER COMPREHENSIVE INCOME
FOR THE HALF ENDED 30 JUNE 2021 (UN-AUDITED)

Half Year Ended Quarter Ended
30 June 30 June 30 June 30 June
Note 2021 2020 2021 2020
(Rupees in thousand) (Rupees in thousand)

SALES 7,823,112 4,993,768 4,169,808 2,362,287
COST OF SALES 7 (6,365,988)  (1,976,245) (3,989,072) (855,597)
GROSS PROFIT 1,457,124 3,017,523 180,736 1,606,690
ADMINISTRATIVE EXPENSES (164,113) (114,741) (69,128) (56,739)
OTHER EXPENSES (1,393) (1,295) (5632) (787)
OTHER INCOME 52,993 38,297 37,732 12,404
PROFIT FROM OPERATIONS 1,344,611 2,939,784 148,808 1,461,568
FINANCE COST (217,781) (683,311) (98,960) (295,944)
PROFIT BEFORE TAXATION 1,126,830 2,256,473 49,848 1,165,624
TAXATION - - - -
PROFIT AFTER TAXATION 1,126,830 2,256,473 49,848 1,165,624
OTHER COMPREHENSIVE INCOME:
ITEMS THAT WILL NOT BE

RECLASSIFIED TO PROFIT OR LOSS - - - -
ITEMS THAT MAY BE RECLASSIFIED

SUBSEQUENTLY TO PROFIT OR LOSS - - - -
OTHER COMPREHENSIVE INCOME - - - -
TOTAL COMPREHENSIVE INCOME

FOR THE PERIOD 1,126,830 2,256,473 49,848 1,165,624
EARNINGS PER SHARE - BASIC

AND DILUTED (RUPEES) 3.03 6.06 0.13 3.13

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

m 52 A Q’I\ﬁ‘»{tj{\: ] Mive /m‘

CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER
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CONDENSED INTERIM STATEMENT OF

CHANGES IN EQUITY

FOR THE HALF ENDED 30 JUNE 2021 (UN-AUDITED)

Balance as at 31 December 2019 - audited

Profit for the half year ended 30 June 2020
Other comprehensive income for the half
year ended 30 June 2020

Total comprehensive income for the half
year ended 30 June 2020

Balance as at 30 June 2020 - un-audited

Transactions with owners :
First interim dividend for the year ended
31 December 2020 @ Rupee 1.25 per share
Second interim dividend for the year ended
31 December 2020 @ Rupee 1.00 per share

Profit for the half year ended 31 December 2020
Other comprehensive income for the half
year ended 31 December 2020

Total comprehensive income for the half
year ended 31 December 2020

Balance as at 31 December 2020 - audited

Transaction with owners :
Final dividend for the year ended 31 December
2020 @ Rupee 1.00 per share

Profit for the half year ended 30 June 2021
Other comprehensive income for the half
year ended 30 June 2021

Total comprehensive income for the half
year ended 30 June 2021

Balance as at 30 June 2021 - un-audited

RESERVES
SHARE Cap-ital Revenue TOTAL
CAPITAL Retained un- EQUITY
payments appropriated
reserve profit

[ Rupees in thousand - - - - - - - - - - )
3,720,816 116,959 15,216,287 19,054,062
- - 2,256,473 || 2,256,473
- - 2,256,473 2,256,473
3,720,816 116,959 17,472,760 21,310,535
- - (465,102) || (465,102)
- - (872,082) || (372,082)
- - (837,184)  (837,184)
- - 2,154,809 (| 2,154,809
- - 6,243 6,243
- - 2,161,052 2,161,052
3,720,816 116,959 18,796,628 22,634,403
- - (3872,082)  (372,082)
- - 1,126,830 || 1,126,830
- B 1,126,830 1,126,830
3,720,816 116,959 19,651,376 23,389,151

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

o st Q““““‘jj” e

CHIEF EXECUTIVE DIRECTOR

/W.

CHIEF FINANCIAL OFFICER
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CONDENSED INTERIM STATEMENT OF CASH FLOWS
FOR THE HALF ENDED 30 JUNE 2021 (UN-AUDITED)

Half Year Ended
30 June 30 June
Note 2021 2020

(Rupees in thousand)
CASH FLOWS FROM OPERATING ACTIVITIES

Cash generated from operations 8 6,148,799 2,503,309
Finance cost paid (264,473) (758,409)
Net decrease in long term loans to employees 4,242 11,197
Income tax paid (212,196) (5,995)
Gratuity paid (5,555) (17,408)
Net cash generated from operating activities 5,670,817 1,732,694

CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditure on fixed assets (4,023) (3,464)
Loans to associated companies - net - 159,086
Interest received 17,216 46,107
Investment made in Pakistan Investment Bonds and
Government ljara Sukuks (4,356,700) -
Proceeds from sale of Pakistan Investment Bonds and
Government ljara Sukuks 4,382,035 -
Investment made - (5,499)
Net cash from investing activities 38,528 196,230

CASH FLOWS FROM FINANCING ACTIVITIES

Long term financing obtained - 48,808
Repayment of long term financing (22,390) -
Dividend paid (377,248) (75)
Net cash (used in) / from financing activities (8399,638) 48,733
Net increase in cash and cash equivalents 5,309,707 1,977,657
Cash and cash equivalents at beginning of the period (5,836,042) (11,383,542)
Cash and cash equivalents at end of the period (526,335) (9,405,885)

CASH AND CASH EQUIVALENTS

Cash in hand 239 321

Cash at banks 402,335 101,141

Short term borrowings (928,909) (9,507,347)
(526,335) (9,405,885)

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

W 7 % Q{lun{m{m § M / MW\‘

CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER
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SELECTED NOTES TO THE CONDENSED INTERIM

FINANCIAL STATEMENTS
FOR THE HALF ENDED 30 JUNE 2021 (UN-AUDITED)

1.1

1.2

THE COMPANY AND ITS OPERATIONS

Pakgen Power Limited (“the Company”) was incorporated in Pakistan on 22 June 1995 under
the repealed Companies Ordinance, 1984 (now Companies Act, 2017). The registered office
of the Company is situated at 53-A, Lawrence Road, Lahore. Head office of the Company
is situated at 1-B, Aziz Avenue, Canal Road, Gulberg V, Lahore. The ordinary shares of
the Company are listed on Pakistan Stock Exchange Limited. The principal activities of
the Company are to own, operate and maintain a fuel fired power station (“the Complex”)
having gross capacity of 365 MW in Mehmood Kot, Muzaffargarh, Punjab, Pakistan. The
Company has a Power Purchase Agreement (PPA) with its sole customer, Central Power
Purchasing Agency (Guarantee) Limited (CPPA-G) for 30 years which commenced from
01 February 1998. The PPA has been extended by a period of 156 days as per the terms
of PPA Amendment Agreement dated 20 April 2021 referred to in note 1.2(a) to these
condensed interim financial statements.

Significant events occurred during the period
a) Master Agreement and PPA Amendment Agreements

During the year ended 31 December 2020, the Committee for negotiations with Independent
Power Producers (“IPPs”) notified by the Government of Pakistan (GoP) through notification
number F.No.IPPs-1(12)/2019-20 dated 03 June 2020 and the IPPs representing the 1994
Power Policy projects, including the Company had several round of discussions. Therefore,
on 18 August 2020, the Company in the larger national interest, voluntarily agreed to alter its
existing contractual arrangements to the extent of, and strictly with respect to the matters
listed under Memorandum of Understanding (“MoU”). In order to convert the MoU into
binding agreement between the Company and CPPA-G (the “Parties”), the Government
of Pakistan through notification number F.No.IPPs-1(12)/2020 (Vol-ll) dated 07 October
2020 constituted Implementation Committee who had several round of discussions with
the Parties. On 12 February 2021, the Parties have signed “Master Agreement” and “PPA
Amendment Agreement” to alter certain contractual arrangements for sale and purchase
of electricity, as desired by MoU.

Under the Master Agreement, the Parties, among other matters, have agreed on the
following:

Competitive trading arrangement

The Government of Pakistan intends to create a competitive power market and
the Company, without prejudice to the terms of its generation licence, shall actively
support and participate in the competitive trading arrangements.

Assistance and support in tax issues

CPPA-G shall assist and support the Company in tax issues with Federal Board of
Revenue including apportionment of input sales tax on Capacity Purchase Invoices,
minimum tax on Capacity Purchase Price invoices and taxability of late payment
charges.

Half Yearly Report 2021
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Under the PPA Amendment Agreement, the Parties have agreed on the following:

Mechanism of settlement of long outstanding receivables

The total outstanding amount of Rupees 16,336.557 million as on 30 November
2020 will be paid in two installments without affecting the right of the Company
to receive late payment interest under the PPA. First installment of 40% of the
aforementioned total outstanding amount shall be paid within 30 business days from
the date of signing of PPA Amendment Agreement (Received by the Company on
04 June 2021). This installment shall comprise of 1/3rd in cash, 1/3rd in the form
of tradeable 10 year floating rate Pakistan Investment Bonds (PIBs) and 1/3rd in
the form of tradeable 5 year floating rate GoP ljara Sukuks. Second installment of
60% of the aforementioned total outstanding amount shall be paid within six months
after the date of first installment. This installment to be paid shall comprise of 1/3rd
in cash, 1/3rd in the form of 10 year floating rate PIBs and 1/3rd in the form of 10
year floating rate GoP ljara Sukuks.

Discounts in tariff components
The Company shall submit its invoices with tariff discount i.e.

(a) on the basis of the applicable Capacity Purchase Price and Variable O&M reduced
by 11%;

(b) USD exchange rate and US CPI indexations shall apply on (i) reduced variable
O&M and (i) 50% of the reduced Escalable Component of the Capacity Purchase
Price, and;

(c) USD exchange rate applicable on remaining 50% of reduced Escalable
Component of the Capacity Purchase Price shall not be less than the National Bank
of Pakistan’s TT/OD selling PKR/USD rate prevailing at the date of signing of the
agreement and shall not exceed exchange rate of Rupees 168.60/USD. US CPI
indexation shall be the rate applicable for the month of August 2020.

In the event of default by CPPA-G, the Company shall suspend giving tariff discounts
from the date of default and the amendment shall terminate automatically, if not
cured within a period of seventy days.

Resolution of disputes

The Parties shall in good faith attempt to amicably resolve the disputes as mentioned
in note 1.2(b) to these condensed interim financial statements.

Abolition of Requirement of SBLC

The Parties agree that the requirement for “Company Letter of Credit” and “WAPDA
Letter of Credit” is hereby deleted in its entirity.

During the period ended 30 June 2021, the Company has received first installment of 40%
of total outstanding balance as on 30 November 2020 under the terms of PPA Amendment
Agreement. Upon receipt of first installment, the Company has started giving tariff discounts
to CPPA-G as mentioned above.
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On 20 April 2021, the Parties have signed another PPA Amendment Agreement to change
certain contractual arrangements for sale and purchase of electricity and to amicably resolve
the disputes between the Parties. The Parties, among other matters, have agreed on the
following;

Minimum load of the complex has been increased from 21% to 50% of the total
capacity of the complex;

Different arbitration disputes as detailed in note 1.2(b) to these condensed interim
financial statements have been resolved in the following manner;

- The Company has waived off interest on interest and in return would get payments
based on First In First Out (FIFO) basis;

- The shutdown period of the complex on account of non-availability of fuel has
been treated as Other Force Majeure Event under the PPA and term of the PPA has
been extended by 156 days. During this extended period, the Company will issue
Energy Purchase Price invoices only and will not issue Capacity Purchase Price
invoices for these 156 days, and accordingly Liquidated Damages imposed on the
Company for this period shall be withdrawn by the CPPA-G;

- The Company is entitled to procure fuel from any licensed Oil Marketing Company
other than Pakistan State Oil Company Limited.

Upon execution of this Agreement, the Parties shall jointly approach the relevant courts to
withdraw all pending litigations. The Company has started the necessary formalities in this
regard.

During the period ended 30 June 2021, the Parties have started complying with the
conditions stipulated in the abovementioned PPA Amendment Agreement.

b) Outstanding matters relating to International Chamber of Commerce (ICC) award
/ Expert’s determination

Central Power Purchasing Agency (Guarantee) Limited (CPPA-G) has raised invoices for
liquidated damages to the Company from 11th to 22nd (up to September 2019) agreement
year (after taking into account forced outage allowance stipulated under the terms of Power
Purchase Agreement) on account of short supply of electricity by the Company, which was
due to cash constraints of the Company as a result of default by CPPA-G in making timely
payments. Liquidated damages invoiced to the Company amounts to Rupees 6,266.265
million (2019: Rupees 6,266.108 million). Out of these, the Company has accepted and
paid Rupees 4,006.590 million (2019: Rupees 4,006.432 million). The Company disputes
and rejects balance claims on account of liquidated damages that are raised by CPPA-G
on the premise that its failure to dispatch electricity was due to CPPA-G’s non-payment of
dues on timely basis to the Company and consequential inability of the Company to make
timely payments to its fuel supplier that resulted in inadequate level of electricity production
owing to shortage of fuel. Against these the Company has raised invoice dispute notices
to CPPA-G. The Company appointed mediation expert under the mechanism given in the
PPA. On 22 June 2017, the mediation expert gave his decision in favour of the Company.
However, this decision is not binding on either party.
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During the year ended 31 December 2018, the Company filed case for arbitration in the
International Chamber of Commerce (ICC) to resolve the following matters, as per the
mechanism allowed by PPA for resolutions of disputes:

- On various occasions, CPPA-G has sought to set off amounts allegedly owed to it as
liguidated damages against amounts it must pay to the Company as part of its obligations
to make capacity payments. On 8 January 2018, CPPA-G wrote to the Company,
threatening to set off a total of Rupees 2.425 billion which it considers as allegedly due
to it, against capacity payment invoices to be issued by the Company. The far-reaching
implications of CPPA-G’s threat to take unilateral action left the Company with no option
but to approach the courts of Pakistan for interim relief, until the matter gets resolved finally
through arbitration, in accordance with the provisions of the PPA. In its order dated 16
January 2018, the Lahore High Court suspended the legal effect of CPPA-G’s 8 January
2018 letter on an interim basis.

- CPPA-G sent a number of letters to the Company, purporting to deduct amounts from
the energy payments due to the Company on the basis that it had procured fuel from
suppliers other than the Pakistan State Oil Company Limited (“PSQO”). Amounts withheld
on this account from the invoices of the Company totaled Rupees 36.023 million. PPA
does not allow CPPA-G to dispute invoices on the basis that fuel was procured from a
provider other than PSO. Neither is CPPA-G permitted to retroactively dispute invoices,
many months or years after they have become due.

- CPPA-G is required to provide and renew a Letter of Credit. Letter of Credit must allow
access to “immediately available funds”, which “shall be in an amount equal to an aggregate
of two (2) Months of capacity payments plus energy payments”. CPPA-G has failed to
renew the Letters of Credit, following their expiry on 23 December 2010.

- In addition to its persistent failure to make timely energy and capacity payments, CPPA-G
has also failed to comply with its obligation to pay interest to the Company. PPA provides
that “Late payments shall bear interest”. As a result, a total of Rupees 877.899 million in
unpaid interest on interest invoices is due at the date of the latest invoice submitted by the
Company (till the date of request for arbitration).

An arbitrator was appointed to resolve the aforementioned matters and the various hearings
on these matters were held. On 18 December 2020, the Arbitrator has issued Final Award
in which he has declared CPPA-G’s attempt to set off amounts of Rupees 2.425 billion
from Capacity Payments due to the Company as unlawful and directed CPPA-G that it
cannot deduct amounts from invoices of the Company on the basis that the Company
has procured fuel from suppliers other than PSO. The Arbitrator also ordered CPPA-G to
pay to the Company: i) Rupees 36.068 million withheld from invoices of the Company; i)
Rupees 877.899 million being interest on delayed payments interest invoices; iii) interest
on amounts awarded at the rate of State Bank of Pakistan’s treasury six month Base Rate
plus 2% per annum compounded semi-annually from the date of award till the date of
payment and iv) US$ 432,296.745 (50% of the total amount awarded, being the share of
the Company) in respect of cost of arbitration and Company’s legal costs together with
interest at the rate of 4% per annum compounded quarterly from the date of award till the
date of payment. Moreover, the Arbitrator also declare that CPPA-G is obliged to provide
and maintain Letter of Credit under PPA.

During the year ended 31 December 2020, the Company in the larger national interest,
voluntarily agreed to alter its existing contractual arrangements to the extent of, and strictly
with respect to the matters listed under Memorandum of Understanding (“MoU”). During
the period ended 30 June 2021, the Company has entered with CPPA-G into “Master
Agreement” and “PPA Amendment Agreement” on the basis of MoU. Under the PPA
Amendment Agreement, the parties have agreed in good faith to attempt to amicably
resolve the outstanding ICC Award / Expert’s determination.
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2.2

3.1

On 20 April 2021, the Parties have signed another PPA Amendment Agreement to resolve
the disputes relating to aforementioned ICC Award / Expert’s determination which are
more fully explained in note 1.2(a) to these condensed interim financial statements. Upon
execution of this Agreement, the Parties shall jointly approach the relevant courts to withdraw
all pending litigations. The Company has started the necessary formalities in this regard.

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:

e International Accounting Standard (IAS) 34, Interim Financial Reporting, issued by the
International Accounting Standards 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 of and directives issued under the Companies
Act, 2017 have been followed.

These condensed interim financial statements do not include all the information and
disclosures required in annual financial statements and should be read in conjunction
with the annual audited financial statements of the Company for the year ended 31
December 2020. These condensed interim financial statements are un-audited, however,
have been subjected to limited scope review by the auditors and are being submitted to
the shareholders as required by the Listed Companies (Code of Corporate Governance)
Regulations, 2019 and Section 237 of the Companies Act, 2017.

ACCOUNTING POLICIES

The accounting policies and methods of computations adopted for the preparation of
these condensed interim financial statements are same as applied in the preparation of
the preceding audited annual published financial statements of the Company for the year
ended 31 December 2020.

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of these condensed interim financial statements in conformity with approved
accounting standards requires the use of certain critical accounting estimates. It also
requires management to exercise its judgment in the process of applying the Company’s
accounting policies. Estimates and judgments are continually evaluated and are based on
historical experience and other factors, including expectations of future events that are
believed to be reasonable under the circumstances.

During preparation of these condensed interim financial statements, the significant
judgments made by the management in applying the Company’s accounting policies
and key sources of estimation and uncertainty were the same as those that applied in
the preceding audited annual published financial statements of the Company for the year
ended 31 December 2020.
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4.1

5.1

Un-audited Audited
30 June 31 December
2021 2020
(Rupees in thousand)
LONG TERM FINANCING

Loan under SBP Refinance Scheme (Note 4.1) 72,530 94,918
Less: Current portion shown under current liabilities (47,730) (45,932)
24,800 48,986

These finance facilities, aggregating to Rupees 99.269 million are obtained by the Company
from MCB Bank limited - related party under SBP Refinance Scheme for Payment of
Wages and Salaries to the Workers and Employees of Business Concerns (the Refinance
Scheme). These finance facilities and short term borrowings are secured against first pari
passu charge over all present and future current assets of the Company for Rupees 3,125
million. These finance facilities are payable in 8 equal quarterly installments commenced
from 01 January 2021 and ending on 01 October 2022. Mark-up is payable quarterly at
the rate of SBP refinance rate plus 2.00% to 3.00% per annum. These finance facilities are
recognized and measured in accordance with IFRS 9 ‘Financial Instruments’. Fair value
adjustments are recognized at discount rates of 7.69% to 8.68% per annum.

CONTINGENCIES AND COMMITMENTS
Contingencies
There is no significant change in the status of contingencies as disclosed in the preceding

audited annual published financial statements of the Company for the year ended 31
December 2020 except for the following:

5.1.1 During the year ended 31 December 2019, Deputy Commissioner Inland Revenue (DCIR)

passed an order under section 11 of the Sales Tax Act, 1990 raising a demand on account
of sales tax aggregating to Rupees 159.815 million against the Company. The Company
filed an appeal before the Commissioner Inland Revenue (Appeals) [CIR(A)] against the
order of DCIR. On 12 September 2019, CIR(A) disposed off the appeal whereby all the
matters were decided in favor of the Company except the disallowance of input sales tax
on certain purchases aggregating to Rupees 51.707 million. Being aggrieved by the order,
the Company has filed an appeal before the Appellate Tribunal Inland Revenue (ATIR)
challenging the disallowance of input sales tax. On 22 April 2021, ATIR remanded back
the case to assessing officer for fresh consideration. Based on the tax advisor’s opinion,
the management is of the view that there are meritorious grounds available to defend the
disallowance of input sales tax. Consequently, no provision for such disallowance has been
made in these condensed interim financial statements.

5.1.2 On 19 June 2021, Assistant Commissioner Inland Revenue (ACIR) passed an order under

section 72B of the Sales Tax Act, 1990 for tax periods January 2016 to December 2016
whereby a demand of Rupees 10.145 million has been raised on account of inadmissible
claim of input tax and sales tax on sale of residue of extracts from furnace oil. Subsequent
to the period ended 30 June 2021, the Company has filed an appeal before CIR(A) against
the order of ACIR which is pending adjudication. No provision against this demand has
been recognized in these condensed interim financial statements, as the Company, based
on advice of the tax advisor, is confident of favorable outcome of litigation.

5.1.3 On 23 February 2021, DCIR passed an order under section 11 of Sales Tax Act, 1990

whereby input sales tax amounting to Rupees 281.609 million has been disallowed. The
Company filed an appeal before the CIR(A) which is pending for hearing. The management
is of the view that there are meritorious grounds available to defend the case. Consequently,
no provision for such disallowance has been made in these condensed interim financial
statements.
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5.2

5.2.1

6.1

6.2

Commitments

Commitments in respect of other than

Un-audited
30 June 31 December

2021

Audited

2020

(Rupees in thousand)

capital expenditure 27,485 24,490
FIXED ASSETS
Operating fixed assets (Note 6.1) 5,617,767 5,942,491
Capital work-in-progress (Note 6.2) 1,408 628
5,619,170 5,943,119
Operating fixed assets
Opening book value 5,942,491 6,760,597
Add: Cost of additions during the period /
year (Note 6.1.1) 3,248 49,705
Less: Depreciation charged during the period / year 427,972 867,811
Closing book value 5,617,767 5,942,491
Cost of additions
Plant and machinery 1,419 48,175
Office equipment 121 894
Furniture and fittings = 139
Electric equipment and appliances 1,708 497
3,248 49,705
Capital work-in-progress
Plant and machinery 1,403 381
Furniture and fittings = 247
1,408 628
Un-audited Un-audited
Half Year Ended Quarter Ended
30 June 30 June 30 June 30 June
2021 2020 2021 2020
(Rupees in thousand) (Rupees in thousand)
COST OF SALES
Fuel cost 5,258,148 981,706 3,345,592 376,710
Operation and maintenance costs 315,854 219,432 249,213 93,939
Insurance 391,005 366,311 195,499 183,152
Depreciation 400,871 408,638 200,360 203,123
Liquidated damages to CPPA-G 110 158 110 158
Others = - (1,702) (1,485)
6,365,988 1,976,245 3,989,072 855,597
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CASH GENERATED FROM OPERATIONS

Profit before taxation
Adjustments for non-cash charges and other items:

Depreciation

Provision for gratuity

Interest income

Gain on sale of Pakistan Investment Bonds
Gain on sale of Government ljara Sukuks
Finance cost

Amortization of deferred grant

Cash flows from operating activities before
working capital changes

Working capital changes

(Increase) / decrease in current assets:
Stores, spare parts and other consumables
Fuel stock

Trade debts

Loan, advances and short-term prepayments
Other receivables

Sales tax recoverable

Increase / (decrease) in trade and other payables

TRANSACTIONS WITH RELATED PARTIES

Un-audited

Half Year Ended
30 June 30 June
2021 2020

(Rupees in thousand)

1,126,830 2,056,473
427,972 435,678
5,007 7,200
(17,175) (37,530)
(1,365) -
(23,970) -
217,781 683,311
(1,976)

1,733,104 3,345,132
(21,388) (19,708)
(73,972) 215,098

3,304,755 (980,311)
221,933 (12,042)

61,079 (157,952)
(77,183) 116,021

3,415,224 (838,894)

1,000,471 (2,929)

6,148,799 2,503,309

Related parties of the Company comprise of associated companies, key management
personnel and staff retirement benefit plans. The Company in the normal course of business
carries out transactions with these related parties. Details of transactions with related parties

are as follows:
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10.

Un-audited Un-audited
Half Year Ended Quarter Ended
30 June 30 June 30June 30 June
2021 2020 2021 2020
(Rupees in thousand) (Rupees in thousand)
Relationship with Nature of
the Company transaction
Associated Insurance premium paid 391,697 368,016 196,214 181,374
companies Insurance claims received 682 420 553 203
Rent expense 3,139 3,139 1,569 1,569
Flying services 47,938 41,500 27,025 21,310
Dividend 200,618 - 200,618 -
Purchase of stores 44 - 44 -
Loan made - 3,486,000 - 2,168,000
Loan recovered - 3,645,086 - 2,327,086
Interest charged 14,726 36,253 7,420 11,742
Loan obtained 6,076,272 9,244,241 3,107,309 -
Loan repaid 6,176,509 7,107,979 4,752,504 -
Interest paid 47,853 82,120 24,158 -
Key management
personnel Remuneration 14,872 12,232 9,008 7,219
Staff retirement  Contribution to provident fund 7,701 7,858 3,805 3,734
benefits plans  Contribution to gratuity fund 5,007 7,201 2,504 3,601
Un-audited Audited
30 June 31 December
2021 2020

(Rupees in thousand)
Period end balances:

Short term loan receivable from associated company 350,000 350,000
Accrued interest on loan to associated company 2,454 2,496

RECOGNIZED FAIR VALUE MEASUREMENTS - FINANCIAL INSTRUMENTS
Fair value hierarchy

Certain financial assets and financial liabilities are not measured at fair value if the carrying
amounts are a reasonable approximation of fair value. Due to short term nature, carrying
amounts of certain financial assets and financial liabilities are considered to be the same
as their fair value. For the majority of the non-current receivables, the fair values are also
not significantly different to their carrying amounts. Judgements and estimates are made in
determining the fair values of the financial instruments that are recognised and measured at
fair value in these condensed interim financial statements. To provide an indication about
the reliability of the inputs used in determining fair value, the Company classify its financial
instruments into the following three levels. However, as at the reporting date, the Company
has no such type of financial instruments which are required to be grouped into these levels.
These levels are explained as under:

Level 1: The fair value of financial instruments traded in active markets (such as publicly
traded derivatives, and trading and equity securities) is based on quoted market prices at
the end of the reporting period. The quoted market price used for financial assets held by
the Company is the current bid price. These instruments are included in level 1.

Level 2: The fair value of financial instruments that are not traded in an active market (for
example, over-the-counter derivatives) is determined using valuation techniques which
maximise the use of observable market data and rely as little as possible on entity-specific
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11.

12.

13.

14.

15.

estimates. If all significant inputs required to fair value an instrument are observable, the
instrument is included in level 2.

Level 3: If one or more of the significant inputs is not based on observable market data,
the instrument is included in level 3. This is the case for unlisted equity securities.

EVENTS AFTER THE REPORTING PERIOD

The Board of Directors of the Company at their meeting held on 25 August 2021 has declared
interim cash dividend of Rupee 1 per share. However, this event has been considered
as a non-adjusting event under International Accounting Standard (IAS) 10 ‘Events after
the Reporting Period’ and has not been recognized in these condensed interim financial
statements.

FINANCIAL RISK MANAGEMENT

The Company’s financial risk management objectives and policies are consistent with those
disclosed in the preceding audited annual published financial statements of the Company
for the year ended 31 December 2020.

CORRESPONDING FIGURES

In order to comply with the requirements of International Accounting Standard 34 “Interim
Financial Reporting”, the condensed interim statement of financial position and condensed
interim statement of changes in equity have been compared with balances of audited
annual published financial statements of preceding financial year, whereas, the condensed
interim statement of profit or loss and other comprehensive income and condensed interim
statement of cash flows have been compared with the amounts of comparable period of
immediately preceding financial year.

Corresponding figures have been re-arranged and reclassified, wherever necessary for the
purpose of comparison, however, no significant re-arrangements and reclassifications have
been made in these condensed interim financial statements.

DATE OF AUTHORISATION FOR ISSUE

These condensed interim financial statements were authorized for issue on 25 August 2021
by the Board of Directors of the Company.

GENERAL

Figures have been rounded off to the nearest thousand Rupees, unless otherwise stated.
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