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DIRECTORS’ REPORT

The Board of Directors of Nishat Power Limited (The Company) is pleased to present their report
together with the Condensed Interim Financial Information for the period ended September 30,
2021.

PRINCIPAL ACTIVITY:

The principal activity of the Company is to build, own, operate and maintain a fuel fired power
plant based on Reciprocating Engine Technology having gross capacity of 200MW in Jamber
Kalan, Tehsil Pattoki, District Kasur, Punjab, Pakistan.

FINANCIAL RESULTS:

During the period the Company had turnover of Rs 5,729 million (September 2020: Rs 4,117
million) against operating cost of Rs 4,721 million (September 2020: Rs 3,012 million) resulting
in a gross profit of Rs 1,009 million (September 2020: Rs 1,105 million). The current period’s net
profit after tax amounts to Rs 915 million resulting earnings per share of Rs 2.58 compared to
previous period’s profit after tax of Rs 933 million and earnings per share of Rs 2.64.

The Power Purchaser continues to default on its payment obligations. The Company took up
the matter with the Power Purchaser and Private Power & Infrastructure Board (‘PPIB’) by giving
notices of default pursuant to provisions of Power Purchase Agreement and Implementation
Agreement. The Company is facing the risk of increased receivables due to overall challenge of
circular debt plaguing the power sector of Pakistan.

Total receivables from Power Purchaser including WPPF and WWF on September 30, 2021 stand
at Rs 20,282 million (June 30, 2021: Rs. 19,699 million), out of which overdue receivables are
Rs 14,480 million (June 30, 2021: Rs 14,678 million).

OPERATIONS AND SIGNIFICANT EVENTS:

On August 13, 2020, the Company had entered into Memorandum of Understanding (“MoU”)
with “the Committee for negotiations with Independent Private Power Producers” (the committee
for negotiation was notified by Government of Pakistan on June 03, 2020) and had voluntarily
agreed to alter certain contractual arrangements for the sustainability of the power sector. The
said MoU was signed upon request of the Government of Pakistan in the larger national interest.
However, the terms of the MoU had to be approved by National Electric Power Regulatory
Authority (the “NEPRA/Authority”), Federal Cabinet and Board of Directors of the Company and
was not to be construed as an alteration or amendment to the Power Purchase Agreement or
Implementation Agreement. Subsequently, to convert the MoU into a binding agreement between
the concerned parties, the Government of Pakistan constituted the Implementation Committee
through its notification dated October 07, 2020.

During the year ended June 30, 2021, after several rounds of discussion with Implementation
Committee, the Company and the Central Power Purchasing Agency (Guarantee) Limited (the
“Power Purchaser/CPPA-G”) dated February 12, 2021 have signed i) Master Agreement and
i) the Amendment to the Power Purchase Agreement (the “PPA Amendment”). Furthermore,
the following amendments were also signed pursuant to Master Agreement i.e. iii) Novation to
the Power Purchase Agreement with National Transmission and Dispatch Company Limited
(the “NTDC”), CPPA-G and the Company, wherein CPPA-G irrevocably accepts and assumes
all NTDC'’s rights, obligations and liabilities as Power Purchaser; iv) Amendment Agreement
to Implementation Agreement between the Islamic Republic of Pakistan (the “GOP”) and the
Company and v) the Amendment Agreement to the Guarantee between GOP and the Company.

On February 17, 2021, pursuant to Master Agreement, the Power Purchaser and the Company
developed and submitted to NEPRA, tariff adjustment application to prospectively reduce ROE
and ROEDC components, i.e. 17% per annum in PKR on NEPRA approved equity at Commercial
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Operations Date for RoE and RoEDC calculated at USD/PKR exchange rate of PKR 148/USD,
with no future USD indexation. However, the existing RoE and RoEDC, together with the applicable
indexations, shall continue to be applied until the date, the applicable exchange rate under the
present tariff reaches PKR 168/USD1 (i.e., the date of the signing of the MoU), whereupon the
revised RoE and RoEDC shall apply for the remainder of the term of the PPA. On March 03,
2021 NEPRA conducted joint hearing for IPPs of 2002 Power Policy, on the above stated tariff
adjustment application. On April 02, 2021 NEPRA issued decision in line with above stated tariff
adjustment application of the company and also for IPPs of 2002 Power Policy.

As per the Master Agreement, after notification of the above stated revised tariff determination
by GOP and payment of first instalment by Power Purchaser, under the Master Agreement, and
till revised tariff effective date (i.e. when last instalment under the below payment mechanism has
been paid to the Company), the Company shall, subject to resolution of the outstanding LCIA
Award, commence giving discount in future invoices consistent with the notified tariff and Master
Agreement. From and after the revised tariff effective date, billing and invoicing shall be as per the
notified revised tariff. However, revised tariff determination has not yet been notified by GOP and
first installment has also not yet been paid by the Power Purchaser. Consequently, in context of
above stated discount, there has been no impact on revenue and receivables during the period.

As per the Master Agreement with CPPA-G, in order to get the payment of its overdue receivables
as on November 30, 2020 amounting to Rs 14,252.802 million, the Company has voluntarily
agreed that after payment of first installment; i) starting from financial year 2021-22, any future
savings in fuel, subject to certain conditions stipulated in the Master Agreement, shall be shared
between CPPA-G and the company on a sliding scale ratio ranging from 70:30 to 40:60 for any
efficiency above NEPRA determined benchmark; i) starting from financial year 2021-22, any
future savings in Operations & Maintenance (‘O&M’) shall be shared 50:50, subject to certain
conditions stipulated in the Master Agreement;

In addition to above, CPPA-G and the Company has agreed that when competitive trading
arrangement is implemented and becomes fully operational, then as per the terms in the generation
license the Company will convert its PPA to take and pay basis;

Further, as per the PPA Amendment with CPPA-G, the delayed payment rate, as referred in
note 17.1 of the annual unconsolidated financial statements of financial year 2021, has been
amended to (a) for the first sixty (60) days, KIBOR plus two percent per annum, compounded
semi-annually; (b) for any period thereafter sixty (60) days, KIBOR plus four-point five percent
per annum, each compounded semi-annually. However, this shall come into effect after NEPRA
approves the adjustment in tariff and its terms strictly per the scope of Tariff Adjustment Application
and CPPA-G has paid the two installments as mentioned above in respect of long outstanding
acknowledged receivables;

The payment of receivables is an integral part of the Master & PPA Amendment Agreement
and that the total outstanding overdue amount on 30th November 2020 will be paid in two
instalments, with 40% upon notification of tariff determination by NEPRA (comprising 1/3rd
cash and 2/3rd financial instruments of PIBs and Sukuks) and the remaining 60% payable six
(6) months thereafter through the same method as that of the first instalment. The parties agree
that above mechanism will be followed without affecting the right of the Company to receive late
payment interest under the PPA as amended.

We would also like to draw your attention to note 10 to these unconsolidated condensed interim
financial statements which refers to amicable resolution of the capacity revenue dispute involving
Rs 816.033 million for the period (‘disputed period’) in which the plant was not fully available for
power generation due to non-availability of fuel owing to non-payment by CPPA-G. Pursuant
to the PPA Amendment Agreement, the disputed period has been treated as an Other Force
Majeure Event (‘OFME’) under the PPA. The OFME period has commenced on June 9, 2021
and has ended on August 15, 2021, consequently, the term of PPA has been extended by 68
days, till August 15, 2035.
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Change in accounting policy:

In financial year 2021, the company changed its accounting policy for valuation of furnace oil
inventory. As per the new policy, furnace ail is valued on First In First Out (‘FIFO’) cost basis
whereas previously, it was valued on weighted average cost basis. Such change has resulted
in restatement of figures reported for condensed interim statement of profit or loss statement
for period ended September 30, 2020. For details please refer to note 3.2.3 of annexed
unconsolidated condensed interim financial statements.

Operational results:
The plant operated at an optimal efficiency with 58.26% (September 2020: 52.52%) average
capacity factor and dispatched 251 GWh (September 2020: 226 GWh) of electricity to the Power

Purchaser during the period.

COMPOSITION OF BOARD:

Total number of Directors:

(@ Male 6
(o) Female: 1
Composition:

(i) Independent Directors

(i) Other Non-executive Directors 4

(i) Executive Directors 1

COMMITTEES OF THE BOARD:

Audit Committee of the Board:

Sr. # Name of Directors

1 Mr. Ahmad Ageel (Independent Director) — Chairman

Ms. Maleeha Humayun Bangash (Independent Director)
Mr. Shahzad Ahmad Malik (Non-Executive Director)

Human Resource and Remuneration Committee:

Sr. # Name of Directors

1 Mr. Ahmad Ageel — (Independent Director) - Chairman

Mian Hassan Mansha (Non-Executive Director)

Mr. Ghazanfar Husain Mirza (Executive Director)
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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 14 of the annexed unconsolidated condensed
interim financial statements.

ACKNOWLEDGEMENT:
The Board of Directors appreciates all its stakeholders for their trust and continued support to
the Company. The Board also recognizes the contribution made by a very dedicated team of

professionals and engineers who served the Company with enthusiasm, and hope that the same
spirit of devotion shall remain intact in the future ahead to the Company.

For and on behalf of Board of Directors

Qtwﬂ?@ y M W/

Chief Executive Officer Director
Lahore: October 22, 2021
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UNCONSOLIDATED CONDENSED INTERIM

STATEMENT OF FINANCIAL POSITION (Un-audited)
AS AT SEPTEMBER 30, 2021

Un-audited Audited
Note  September 30, June 30,
2021 2021

(Rupees in thousand)
EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES
Authorised share capital

500,000,000 (June 30, 2021: 500,000,000)
ordinary shares of Rs 10 each 5,000,000 5,000,000

Issued, subscribed and paid up share capital
354,088,500 (June 30, 2021: 354,088,500)

ordinary shares of Rs 10 each 3,540,885 3,540,885
Capital reserve 3,153,633 3,153,633
Revenue reserve: Un-appropriated profits 20,230,793 19,315,746

26,925,311 26,010,264
NON-CURRENT LIABILITY

Long term financing - secured 6 18,452 36,903

CURRENT LIABILITIES

Current portion of long term financing - secured 6 73,805 73,805
Short term borrowings - secured 3,116,867 3,642,052
Trade and other payables 1,375,797 932,750
Unclaimed dividend 17,856 17,880
Accrued mark-up 48,240 72,403

4,632,565 4,738,890
CONTINGENCIES AND COMMITMENTS 7

31,676,328 30,786,057

The annexed notes 1 to 16 form an integral part of these unconsolidated condensed interim
financial statements.

Qlintisghon § Mo
CHIEF EXECUTIVE
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ASSETS
NON-CURRENT ASSETS

Fixed assets
Long term investments
Long term loans and advances

CURRENT ASSETS

Stores, spares and loose tools

Inventories

Trade debts

Advances, deposits, prepayments and
other receivables

Income tax receivable

Cash and bank balances

.

Adan
CHIEF FINANCIAL OFFICER

Note

Un-audited
September 30,
2021

Audited
June 30,
2021

(Rupees in thousand)

8,629,040 8,826,575
1,750 R

612 1,461
8,631,402 8,828,036
652,102 656,089
1,484,344 649,107
19,483,123 18,064,182
1,184,532 1,042,287
43,772 42,865
97,053 402,591
22,944,926 21,958,021
31,576,328 30,786,057
| Lttt

‘DIRECTOR
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UNCONSOLIDATED CONDENSED INTERIM

STATEMENT OF PROFIT OR LOSS (un-audited)
FOR THE QUARTER ENDED SEPTEMBER 30, 2021

Quarter ended
Note  September 30, September30,

2021 2020
(Restated)

(Rupees in thousand)
Revenue 5,729,416 4,117,102
Cost of sales 11 (4,720,862) (8,012,212)
Gross profit 1,008,554 1,104,890
Administrative expenses (74,139) (67,206)
Other expenses (591) -
Other income 37,154 725
Finance cost (65,931) (104,988)
Profit before taxation 915,047 933,421
Taxation = -
Profit for the period 915,047 933,421
Earnings per share - basic and diluted (in Rupees) 2.584 2.636

The annexed notes 1 to 16 form an integral part of these unconsolidated condensed interim
financial statements.

Qb s ~ T Lt
CHIEF EXECUTIVE CHIEF FINANCIAL OFFICER / DIRECTOR
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UNCONSOLIDATED CONDENSED INTERIM

STATEMENT OF COMPREHENSIVE INCOME (un-audited)
FOR THE QUARTER ENDED SEPTEMBER 30, 2021

Quarter ended
September 30, September 30,
2021 2020
(Restated)

(Rupees in thousand)

Profit for the period 915,047 933,421

Other comprehensive income:

Items that may be reclassified subsequently to
profit or loss - -

Items that will not be reclassified subsequently to
profit or loss - -

Total comprehensive income for the period 915,047 933,421

The annexed notes 1 to 16 form an integral part of these unconsolidated condensed interim
financial statements.

. . T g .
wa § M /&M ,@Wﬂ”i
CHIEF EXECUTIVE CHIEF FINANCIAL OFFICER / DIRECTOR
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UNCONSOLIDATED CONDENSED INTERIM

STATEMENT OF CASH FLOWS un-audited)
FOR THE QUARTER ENDED SEPTEMBER 30, 2021

Quarter ended

Note September 30, September 30,

2021

2020
(Restated)

(Rupees in thousand)

Cash flows from operating activities

Cash generated from /(used in) operations 12 294,798 (52,925)
Finance cost paid (80,094) (169,288)
Income tax paid (907) (620)
Long term loans and advances - net 849 1,000
Retirement benefits paid (7,173) (6,697)
Net cash inflow / (outlfow) from operating activities 207,473 (228,530)
Cash flows from investing activities
Purchase of fixed assets (8,418) (87,346)
Investment in subsidiary (1,750) -
Purchase of short term investments - (18,344)
Proceeds from sale of short term investments = 17,655
Proceeds from disposal of operating fixed assets 40,778 1,002
Profit on bank deposits received 15 3,543
Net cash inflow / (outflow) from investing activities 30,625 (83,490)
Cash flows from financing activities
Proceeds from long term finances - 73,786
Repayment of long term finances (18,451) -
Dividend paid = (355,717)
Net cash outflow from financing activities (18,451) (281,931)
Net increase /(decrease) in cash and cash equivalents 219,647 (598,951)
Cash and cash equivalents at the beginning

of the period (8,239,461) (4,745,915)
Cash and cash equivalents at the end of the period 13 (8,019,814) (5,339,866)

The annexed notes 1 to 16 form an integral part of these unconsolidated condensed interim

financial statements.

Oy M / .

CHIEF EXECUTIVE CHIEF FINANCIAL OFFICER

" Lhatt
/ DIRECTOR
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UNCONSOLIDATED CONDENSED INTERIM

STATEMENT OF CHANGES IN EQUITY (Un-audited)
FOR THE QUARTER ENDED SEPTEMBER 30, 2021

Capital Revenue

reserve: reserve:
Share Maintenance Un-appropriated Total
capital reserve profits

(Rupees in thousand)

Balance as on June 30, 2020 -
audited - restated 3,540,885 3,153,633 16,988,701 23,683,219

Profit for the period - restated - - 933,421 933,421
Other comprehensive income for the period - - - -

Total comprehensive income for the period - - 933,421 933,421

Dividend to equity holders of the company:

Final dividend for the year ended June 30,
2020 @ Rupee 1 per share - - (354,089) (354,089)

Total contributions by and distributions
to owners of the company recognised

directly in equity - - (354,089) (354,089)
Balance as on September 30, 2020

(un-audited) - restated 3,540,885 3,153,633 17,568,033 24,262,551
Balance as on June 30, 2021 - audited 3,540,885 3,153,633 19,315,746 26,010,264
Profit for the period - - 915,047 915,047

Other comprehensive income for the period - - - -

Total comprehensive income for the period - - 915,047 915,047
Dividend to equity holders of the company:
Total contributions by and distributions

to owners of the company recognised
directly in equity - - - -

Balance as on September 30, 2021 (un-audited) 3,540,885 3,153,633 20,230,793 26,925,311

The annexed notes 1 to 16 form an integral part of these unconsolidated condensed interim financial statements.
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NOTES TO AND FORMING PART OF THE UNCONSOLIDATED

CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
FOR THE QUARTER ENDED SEPTEMBER 30, 2021

2.1

2.2

3.1

THE COMPANY AND ITS ACTIVITIES

Nishat Power Limited (the ‘company’) is a public company limited by shares incorporated in
Pakistan on February 23, 2007 under the repealed Companies Ordinance, 1984 (now, the
Companies Act, 2017). The company is a subsidiary of Nishat Mills Limited. The company’s
ordinary shares are listed on the Pakistan Stock Exchange Limited.

The principal activity of the company is to build, own, operate and maintain a fuel fired power
station having gross capacity of 200 MW in Jamber Kalan, Tehsil Pattoki, District Kasur,
Punjab, Pakistan. The address of the registered office of the company is 53-A, Lawrence
Road, Lahore. The address of the head office of the company is 1-B, Aziz Avenue, Canal
Road, Gulberg V, Lahore. The company had a Power Purchase Agreement (‘PPA’) with its
sole customer, National Transmission and Despatch Company Limited (‘NTDC’) for twenty
five years which commenced from June 09, 2010. On February 12, 2021, the company
entered into a Novation Agreement to the PPA with NTDC and Central Power Purchasing
Agency (Guarantee) Limited (‘CPPA-G’ and also referred to as the ‘Power Purchaser’),
whereby, NTDC irrevocably transferred all of its rights, obligations and liabilities under the
PPA to CPPA-G and thereafter, NTDC ceased to be a party to the PPA, and CPPA-G became
a party to the PPA in place of NTDC. Further, on the same day, the company entered into
the PPA Amendment Agreement, whereby the Agreement Year that was ending on June
8, 2021 was extended by sixty eight (68) days to August 15, 2021. Therefore, the existing
term of the PPA Agreement has been extended by sixty eight days to twenty five years
and sixty eight days ending on August 15, 2035.

BASIS OF PREPARATION
Statement of compliance

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

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 provisions of and directives issued under the Act differ from the IFRS, the provisions
of and directives issued under the Act have been followed.

These unconsolidated condensed interim financial statements do not include all of the
information required for annual financial statements and should be read in conjunction
with the annual financial statements as at and for the year ended June 30, 2021. Selected
explanatory notes are included to explain events and transactions that are significant to
and understanding of the changes in the company’s financial position and performance
since the last annual financial statements.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies and the methods of computation adopted in the preparation of
these unconsolidated 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 June 30, 2021 except for the adoption of new and amended standards as
set out below:
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3.2 Initial application of standards, amendments or interpretations to existing standards

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

3.2.1 Standards, amendments and interpretations to existing standards that are effective in
current year

Certain standards, amendments and interpretations to accounting standards are effective
for accounting periods beginning on July 1, 2021 but are considered not to be relevant
or to have any significant effect on the company’s operations (although they may affect
the accounting for future transactions and events) and are, therefore, not detailed in these
unconsolidated condensed interim financial statements.

3.2.2 Standards, amendments and interpretations to existing standards that are not yet
effective and/or have not been early adopted by the company

There are certain standards, amendments to the accounting standards and interpretations
that are mandatory for the company’s accounting periods beginning on or after July 1, 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 unconsolidated condensed interim
financial statements.

3.2.3 Change in accounting policy

During the year ended June 30,2021 , the company has changed its accounting policy for
valuation of furnace oil inventory. As per the new policy, furnace oil is valued on First In First
Out (‘FIFO’) cost basis whereas previously, it was valued on weighted average cost basis.
The accounting policy has been revised as the new policy is more in line with the basis
adopted by National Electric Power Regulatory Authority (‘NEPRA') for determination of
fuel cost component of the company’s tariff. Hence, the new policy provides more relevant
information because it results in a consistent measurement of furnace oil inventory.

The change in accounting policy has been applied retrospectively and the comparative
information has been restated in accordance with the treatment specified in IAS 8
“Accounting Policies, Changes in Accounting Estimates and Errors”.

Effects of re-statement are as follows:

September 30, 2020

As previously

Restated Restatement
reported

(Rupees in thousand)
Effect on statement of profit
or loss:
Cost of sales 3,024,929 3,012,212 (12,717)

Earnings per share - basic
and diluted (in Rupees) 2.600 2.636 0.036

4. ACCOUNTING ESTIMATES

The preparation of the unconsolidated condensed interim financial statements requires
management to make judgments, estimates and assumptions that affect the application
of accounting policies and the reported amounts of assets and liabilities, income and
expenses. Actual results may differ from these estimates. In preparing these unconsolidated
condensed interim financial statements, the significant judgments made by management
in applying accounting policies and key sources of estimation were the same as those that
were applied to the financial statements for the year ended June 30, 2021.

|I||& | NISHAT POWER LIMITED
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5. FINANCIAL RISK MANAGEMENT
5.1 Financial risk factors

The company’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 unconsolidated 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 company’s annual financial statements as at June
30, 2021.

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

5.2 Fair value estimation

The carrying values of all financial assets and liabilities reflected in these unconsolidated
condensed interim financial statements approximate their fair values. Fair value is determined
on the basis of objective evidence at each reporting date.

During the period, there were no significant changes in the business or economic
circumstances that affect the fair value of the company’s financial assets and financial
liabilities. Furthermore, there were no reclassifications of financial assets.

Un-audited Audited
September 30, June 30,
2021 2021

(Rupees in thousand)
6. LONG TERM FINANCING - SECURED

Opening balance 110,708 73,823
Loan disbursements during the period/year - 76,937
Less: Repayments during the period/year 18,451 40,052
92,257 110,708
Less: Current portion shown under current liabilities 73,805 73,805
18,452 36,903

7. CONTINGENCIES AND COMMITMENTS
7.1 Contingencies

There is no significant change in contingencies i.e. (contingent liabilities) from the preceding
annual published unconsolidated financial statements of the company for the year ended
June 30, 2021, except the following:

@i A sales tax demand of Rs 1,218.132 million was raised against the company through
order dated December 11, 2013, passed by the Assistant Commissioner Inland Revenue
(‘ACIR’) disallowing input sales tax for the tax periods of July 2010 through June 2012.
The disallowance was primarily made on the grounds that since revenue derived by the
company on account of ‘capacity revenue’ was not chargeable to sales tax, input sales
tax claimed by the company was required to be apportioned with only the input sales tax
attributable to other revenue stream i.e. ‘energy revenue’ admissible to the company. Upon
appeal before Commissioner Inland Revenue (Appeals) [‘CIR(A)’], such issue was decided
in company’s favour, however, certain other issues agitated by the company were not
adjudicated. Both the company and department have filed appeals against the order of
CIR(A) before Appellate Tribunal Inland Revenue (‘ATIR’), which are pending adjudication.
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7.2

(i)

Subsequently, the above explained issue was taken up by department for tax periods of
July 2009 to June 2013 (involving input sales tax of Rs 1,722.811 million), however, the
company assailed the underlying proceedings before Lahore High Court (‘LHC’) directly
and in this respect, through order dated October 31, 2016, LHC accepted the company’s
stance and annulled the proceedings. The department has challenged the decision of LHC
before Supreme Court of Pakistan and has also preferred an Intra Court Appeal against
such order which are pending adjudication.

Similarly, for financial year 2014, company’s case was selected for ‘audit’ and such issue
again formed the core of audit proceedings (involving input sales tax of Rs 596.091 million).
Company challenged the jurisdiction in respect of audit proceedings before LHC and while
LHC directed the management to join the subject proceedings, department was debarred
from passing the adjudication order. During the year 2019, LHC dismissed the petition in
favour of the department, by allowing the department to complete the audit proceedings
that are pending completion. On January 26, 2021, the department raised demand against
such proceedings, however, company obtained interim relief from Appellate Tribunal Inland
Revenue by applying stay against such demand. On September 24, 2021, based on the
favourable decision by the LHC as mentioned in preceding paragraph, CIR(A) has annulled
the demand of input sales tax of Rs. 596.091 million.

Similarly, in preceding year in respect of tax periods July 2016 to June 2017, company’s case
was selected for ‘audit’ and such issue again formed the core of audit proceedings (involving
input sales tax of Rs 541.486 million). During the period, the department has concluded
the audit proceedings and has raised demand against the Company on September 20,
2021 involving input sales tax of Rs 541.486 million along with default surcharge and
penalty. Subsequent to the period end, the Company has preferred appeal to CIR(A). The
proceedings are underway, however, matter is currently pending adjudication before CIR(A).

Since the issue has already been decided in company’s favour on merits by LHC and based
on advice of the company’s legal counsel, no provision on these accounts have been made
in these unconsolidated condensed interim financial statements.

Commitments

Letters of credit and contracts for other than capital expenditure aggregating Rs 12.088
million (June 30, 2021: Rs. 2.327 million).

The amount of future payments under non-cancellable operating lease and the period in
which these payments will become due are as follows:

Un-audited Audited
September 30, June 30,
2021 2021

(Rupees in thousand)

Not later than one year 3,894 3,894

||||& | NISHAT POWER LIMITED
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8.1

FIXED ASSETS

Property, plant and equipment:

Operating fixed assets note 8.1
Capital work-in-progress

Major spare parts and standby equipment

Intangible asset:
Computer software

Operating fixed assets

Opening book value

Additions during the period/year - note 8.1.1
Book value of deletions during the period/year
Depreciation charged for the period/year

Closing book value

8.1.1 Additions during the period / year

9.1

9.2

Plant and machinery
Computer equipment
Furniture and fixtures
Office equipment
Vehicles

LONG TERM INVESTMENTS

Investment in Nishat Energy Limited

Un-audited
September 30,

2021

Audited
June 30,

2021

(Rupees in thousand)

8,534,744 8,732,332
842 579
93,454 93,664
8,629,040 8,826,575
8,629,040 8,826,575
8,732,332 9,259,765
8,365 199,932
4,531) (2,488)
(201,422) (724,877)
8,534,744 8,732,332
146 3,043

529 2,905

12 69

267 829
7,411 193,086
8,365 199,932

The company directly holds 250,000 fully paid ordinary shares of Rs 10 each, in its
associate, Nishat Energy Limited (‘NEL’), representing its 25% equity. NEL is an unquoted
public company limited by shares incorporated in Pakistan to build, own, operate and
maintain a coal fired power station. The address of the registered office of NEL is 1-B, Aziz
Avenue, Canal Bank, Gulberg V, Lahore. NEL is no longer considered a going concern by
its management and hence, the investment is fully impaired.

Investment in Lalpir Solar Power (Private) Limited

275,000 (2021: 100,000) fully paid ordinary shares
of Rs 10 each [Equity held 100% (2020: 100%))] - Cost

Un-audited
September 30,

2021

Audited
June 30,

2021

(Rupees in thousand)

1,750

1,750
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10.

The company directly holds 275,000 fully paid ordinary shares of Rs 10 each, in its wholly
owned subsidiary, Lalpir Solar Power (Private) Limited (‘LSPPL’), representing 100% of its
equity. LSPPL is a private company limited by shares incorporated in Pakistan to build,
own, operate and maintain or invest in a solar power project. The address of the registered
office of LSPPL is 53-A, Lawrence Road, Lahore. LSPPL is no longer considered a going
concern by its management.

TRADE DEBTS

Refer to note 1.1 to the company’s unconsolidated financial statements for the year ended
June 30,2021, an amount of Rs 816.033 million was included in trade debts relating to
capacity revenue not acknowledged by NTDC/CPPA-G as the plant was not fully available
for power generation. However, the sole reason of this under-utilization of plant capacity
was non-availability of fuel owing to non-payment by NTDC/CPPA-G.

Since management considered that the primary reason for claiming these payments was
that plant was available, however, it could not generate electricity due to non-payment by
NTDC/CPPA-G, therefore, management believed that company cannot be penalized in the
form of payment deductions due to NTDC/CPPA-G’s default of making timely payments
under the PPA. Hence, the company took up this issue in consultation with NTDC/CPPA-G
and appointed an Expert for dispute resolution under the PPA.

On August 15, 2015, the Expert gave his determination whereby the aforesaid amount was
determined to be payable to the company by NTDC/CPPA-G. Pursuant to the Expert’s
determination, the company demanded the payment of the aforesaid amount of Rs 816.033
million from NTDC/CPPA-G. The company filed a request for arbitration in the London Court
of International Arbitration (‘LCIA’), whereby an Arbitrator was appointed.

On October 29, 2017, the Arbitrator declared his Final Award whereby he ordered NTDC/
CPPA-G to pay to the company: i) Rs 816.033 million pursuant to Expert’s determination;
ii) Rs 189.385 million being Pre award interest; iii) Rs 9.203 million for breach of arbitration
agreement; iv) Rs 1.684 million and USD 612,310 (equivalent to Rs 96.623 million) for the
company’s cost of proceedings; v) GBP 30,157 (equivalent to Rs 6.592 million) for company’s
LCIA cost of Arbitration and vi) Interest at KIBOR + 4.5% compounded semi-annually from
the date of Final Award until payment of these amounts by NTDC/CPPA-G (“the Final Award”)
that works out to Rs 546.704 million up to September 30, 2021. Thereafter, on November
29, 2017, company filed an application before Lahore High Court for implementation/
enforcement of Final Award that is pending adjudication. On prudence basis, the amounts
other than the principal of Rs 816.033 million were not recognised in the unconsolidated
financial statements.

On February 12, 2021, as part of the PPA Amendment Agreement as referred to in note 1.1
to the company’s unconsolidated financial statements for the year ended June 30,2021,
the CPPA-G and the company acknowledged that the dispute relating to withheld capacity
payments of Rs 816.033 million, which was awarded by the London Court of International
Arbitration, has now been settled through the extended disputed period of 68 days which
shall be treated as an “Other Force Majeure Event” under the PPA. Further, CPPA-G agreed
to make certain payments to the company, subject to certain terms, as compensation of
the withheld capacity payments. In return, the company agreed to forgo certain amounts
declared under the Final Award as enumerated above. Further, subject to fulfillment of
certain conditions, the company and CPPA-G agreed to file a joint application before the
Lahore High Court for the withdrawal of the enforcement proceedings before the Honorable
Lahore High Court.

Pursuant to the provisions of PPA Amendment Agreement as mentioned above, out of
the recognized receivable of Rs 816.033 million, the company had written off amounts
aggregating Rs 141.47 million during year ended June 30,2021. Remaining receivable
amounts have been acknowledged by the CPPA-G.

||||& | NISHAT POWER LIMITED
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Un-audited
Quarter ended

September 30, September 30,
2021 2020
(Restated)
(Rupees in thousand)
11. COST OF SALES

Raw materials consumed 4,328,268 2,630,871
Salaries and other benefits 71,582 66,912
Repairs and maintenance 3,526 2,823
Stores, spares and loose tools consumed 34,873 32,550
Electricity consumed in-house 4,960 4,258
Insurance 69,879 72,228
Travelling and conveyance 5,722 5,005
Printing and stationery 236 321
Postage and telephone 133 167
Vehicle running expenses 1,246 1,010
Entertainment 517 330
Depreciation on operating fixed assets 186,036 183,686
Amortization of intangible asset - 377
Fee and subscription 1,197 1,110
Miscellaneous 12,687 10,564

4,720,862 3,012,212

12. CASH GENERATED FROM OPERATIONS

Profit before taxation 915,047 933,421

Adjustment for non-cash charges and other items:

Depreciation on operating fixed assets 201,422 195,711

Amortization on intangible assets - 377
Profit on bank deposits (16) (705)
Finance cost 55,931 104,988
Provision for employee retirement benefits 7,173 6,697
Gain on disposal of operating fixed assets (86,247) -
Profit before working capital changes 1,143,310 1,240,489

Effect on cash flow due to working capital changes:

Decrease/(increase) in current assets

Stores, spares and loose tools 4,887 20,690
Inventories (835,237) (262,715)
Trade debts (518,941) (1,387,424)
Advances, deposits, prepayments and

other receivables 57,756 (116,240)
(1,291,535) (1,745,689)

Increase/(decrease) in current liabilities
Trade and other payables 443,047 451,537
Unclaimed dividend (24) 738
443,023 452,275
(848,512) (1,293,414)
294,798 (52,925)
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13.

14.

Un-audited
September 30, September 30,
2021 2020

(Restated)
(Rupees in thousand)

CASH AND CASH EQUIVALENTS

Cash and bank balances 97,053 5,228
Short term borrowings - secured (3,116,867) (5,345,094)

(3,019,814)  (5,339,866)

TRANSACTIONS WITH RELATED PARTIES

The related parties include the holding company, subsidiaries and associates of the holding
company, subsidiary and associate of the company, related parties on the basis of common
directorship, key management personnel of the company and its holding company and post
employment benefit plan (Provident Fund). Key management personnel are those persons
having authority and responsibility for planning, directing and controlling the activities of
the company, directly or indirectly, including any director (whether executive or otherwise)
of that company. The company in the normal course of business carries out transactions
with various related parties. Amounts due from and to related parties are shown under
receivables and payables. Significant related party transactions during the period are as
below:
Un-audited
Quarter ended
September 30, September 30,

2021 2020
(Rupees in thousand)

Relationship with Nature of transactions
the company
i. Holding company Dividends paid - 180,633
ii. Entities on the basis Purchases of goods and services 20,141 18,580
of common Rental expense 3,115 3,115
directorship Insurance premium 71,368 71,815
iii. Group entity Interest on deposit accounts 13 163
Insurance premium - 1,760
iv. Post employment Expense charged in respect of
benefit plan retirement benefit plan 7,173 6,697
v. Key management
personnel Remuneration 5,498 6,505
Un-audited Audited
September 30, June 30,
2021 2021

(Rupees in thousand)
Period end balances

Payable to related parties

- Companies on basis of common directorship 3,509 59
- Group entity 2,697 2,741
Bank deposits with related parties

- Group entity 700 1,642
Receivable from related parties

- Group entity - 4,900
- Entities on the basis of common directorship 1 -
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15. DATE OF AUTHORISATION FOR ISSUE

These unconsolidated interim financial statements were authorised for issue on
October 22, 2021 by the Board of Directors of the company.

16. 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, condensed interim statement of
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.

I
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Consolidated Condensed
Interim Financial Statements
for the Quarter Ended September 30, 2021
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DIRECTORS’ REPORT

The Board of Directors of Nishat Power Limited (The Company) is pleased to present their report
together with the Consolidated Condensed Interim Financial Information for the period ended
September 30, 2021 for the Company and its subsidiary Lalpir Solar Power (Private) Limited (the
Group).

PRINCIPAL ACTIVITY OF SUBSIDIARY COMPANY AND BRIEF OVER ITS OPERATIONS

In the financial year 2016, the Company incorporated a wholly owned subsidiary, Lalpir Solar
Power (Private) Limited (‘LSPPL’), since then the Company has taken up 100,000 shares of the
LSPPL. The principal activity of LSPPL is to build, own, operate and maintain or invest in a solar
power project having gross capacity upto 20 MWp with net estimated generation capacity of upto
approx. 19 MWp. The project site is located at Mehmood Kot, District Muzaffar Garh, Multan. The
Company achieved various milestones like approval of Feasibility Study, No Objection Certificate
(‘NOC’) from Environment Protection Agency (EPA) and approval of Grid Interconnection study
from Multan Electric Power Company (MEPCO). However, the upfront solar tariff announced by
National Electric Power Regulatory Authority (NEPRA) had expired on June 30, 2016. Meanwhile
LSPPL had also obtained the approval from NTDCL for Grid Interconnection Study, and generation
license from NEPRA in year 2018.

The management of LSPPL continuously tried its best to get Power Acquisition Request and
Consent to Procure Power from Central Power Purchasing Agency (Guarantee) Limited (CPPA-G)
so that development of the project can be moved forward. However, CPPA-G informed LSPPL that
Ministry of Energy has conveyed the Cabinet Committee on Energy (CCOE) decision to CPPA-G
that 145 projects had been approved by the Cabinet for necessary action. The CPPA-G stated
that power project of LSPPL is not included in the list of 145 projects. Therefore, CPPA-G is of the
view that request of LSPPL for Power Acquisition Consent cannot be entertained.

Subsequently, Alternate Energy Development Board (AEDB) informed that Solar PV Power Project
of LSPPL is placed under category Il of the amended decision of the Cabinet Committee on Energy
(CCokE). All category Il projects are allowed by the CCoE to proceed ahead, subject to becoming
successful in the competitive bidding process to be undertaken by AEDB, based on the quantum
ascertained for each technology by Indicative Generation Capacity Expansion Plan (IGCEP) by
NTDCL. However, no such competitive bidding process has been undertaken. The response of
CPPA-G and AEDB have made the Solar PV Power Project of LSPPL more complicated.

Accordingly, there does not seem to be any commercial justification to retain this company and
incur costs thereon. Therefore, the Board of Directors of the Company has decided to voluntary
winding up the Subsidiary LSPPL, subject to the approval of shareholders through special resolution.
The Subsidiary will be wound up voluntary in accordance with the requirement of the Companies
Act, 2017. Therefore, Condensed Interim Financial Information of LSPPL for the period ended
September 30, 2021 have been prepared on non-going concern basis.

ACKNOWLEDGEMENT:

The Board of Directors appreciates all its stakeholders for their trust and continued support to
the Company.

For and on behalf of Board of Directors

Chief Executive Officer g Director
Lahore: October 22, 2021
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CONSOLIDATED CONDENSED INTERIM

STATEMENT OF FINANCIAL POSITION (Un-audited)
AS AT SEPTEMBER 30, 2021

Un-audited Audited
Note  September 30, June 30,
2021 2021

(Rupees in thousand)
EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES
Authorised share capital

500,000,000 (June 30, 2021: 500,000,000)
ordinary shares of Rs 10 each 5,000,000 5,000,000

Issued, subscribed and paid up share capital
354,088,500 (June 30, 2021: 354,088,500)

ordinary shares of Rs 10 each 3,540,885 3,540,885
Capital reserve 3,153,633 3,153,633
Revenue reserve: Un-appropriated profits 20,229,868 19,314,803
Attributable to owners of the parent 26,924,386 26,009,321

NON-CURRENT LIABILITY

Long term financing - secured 6 18,452 36,903
CURRENT LIABILITIES
Current portion of long term financing - secured 6 73,805 73,805
Short term borrowings - secured 3,116,867 3,642,052
Trade and other payables 1,375,971 933,704
Unclaimed dividend 17,856 17,880
Accrued mark-up 48,240 72,403
4,632,739 4,739,844
CONTINGENCIES AND COMMITMENTS 7

31,675,577 30,786,068

The annexed notes 1 to 15 form an integral part of these consolidated condensed interim
financial statements.

Qlintisghon § Mo
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ASSETS
NON-CURRENT ASSETS

Fixed assets
Long term loans and advances

CURRENT ASSETS

Stores, spares and loose tools

Inventories

Trade debts

Advances, deposits, prepayments and
other receivables

Income tax receivable

Cash and bank balances

.

Adan
CHIEF FINANCIAL OFFICER

Un-audited Audited
Note  September 30, June 30,
2021 2021

(Rupees in thousand)

8 8,629,040 8,826,575
612 1,461

8,629,652 8,828,036

652,102 656,989

1,484,344 649,107

9 19,483,123 18,964,182
1,184,511 1,242,287

43,784 42,876

98,061 402,591

22,945,925 21,958,032

31,675,577 30,786,068
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CONSOLIDATED CONDENSED INTERIM

STATEMENT OF PROFIT OR LOSS (un-audited)

FOR THE QUARTER ENDED SEPTEMBER 30, 2021

Revenue
Cost of sales

Gross profit
Administrative expenses
Other expenses

Other income

Finance cost

Profit before taxation
Taxation

Profit for the period

Profit attributable to owners of the parent

Earnings per share - basic and diluted (in Rupees)

Quarter ended

Note  September 30, September30,

2021 2020
(Restated)

(Rupees in thousand)
5,729,416 4,117,102
10 (4,720,862) (3,012,212)
1,008,554 1,104,890
(74,890) (67,206)
(591) -
37,164 725
(565,931) (104,988)
914,306 933,421
759 -
915,065 933,421
915,065 933,421
2.584 2.636

The annexed notes 1 to 15 form an integral part of these consolidated condensed interim

financial statements.

wa §MAL.
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CONSOLIDATED CONDENSED INTERIM

STATEMENT OF COMPREHENSIVE INCOME (un-audited)
FOR THE QUARTER ENDED SEPTEMBER 30, 2021

Quarter ended
September 30, September 30,
2021 2020
(Restated)

(Rupees in thousand)

Profit for the period 915,065 933,421

Other comprehensive income:

Items that may be reclassified subsequently to
profit or loss - -

Items that will not be reclassified subsequently to
profit or loss - -

Total comprehensive income for the period 915,065 933,421

Attributable to owners of the parent 915,065 933,421

The annexed notes 1 to 15 form an integral part of these consolidated condensed interim
financial statements.

. . T g .
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CONSOLIDATED CONDENSED INTERIM

STATEMENT OF CASH FLOWS un-audited)
FOR THE QUARTER ENDED SEPTEMBER 30, 2021

Quarter ended
Note September 30, September 30,
2021 2020
(Restated)
(Rupees in thousand)

Cash flows from operating activities

Cash generated from /(used in) operations 11 293,298 (52,925)
Finance cost paid (80,094) (169,288)
Income tax paid (149) (620)
Long term loans and advances - net 849 1,000
Retirement benefits paid (7,173) (6,697)
Net cash inflow / (outlfow) from operating activities 206,731 (228,530)

Cash flows from investing activities

Purchase of fixed assets (8,418) (87,346)
Purchase of short term investments - (18,344)
Proceeds from sale of short term investments - 17,655
Proceeds from disposal of operating fixed assets 40,778 1,002
Profit on bank deposits received 15 3,543
Net cash inflow / (outflow) from investing activities 32,375 (83,490)

Cash flows from financing activities

Proceeds from long term finances - 73,786
Repayment of long term finances (18,451) -
Dividend paid = (355,717)
Net cash outflow from financing activities (18,451) (281,931)
Net increase /(decrease) in cash and cash equivalents 220,655 (598,951)

Cash and cash equivalents at the beginning
of the period (8,239,461) (4,745,915)

Cash and cash equivalents at the end of the period 12 (8,018,806) (5,339,866)

The annexed notes 1 to 15 form an integral part of these consolidated condensed interim
financial statements.

Qb y M- i~ T Lhatér
CHIEF EXECUTIVE CHIEF FINANCIAL OFFICER / DIRECTOR
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CONSOLIDATED CONDENSED INTERIM STATEMENT

OF CHANGES IN EQUITY (Un-audited)
FOR THE QUARTER ENDED SEPTEMBER 30, 2021

Attributable to owners of the parent

Capital Revenue
reserve: reserve:
Share Maintenance Un-appropriated Total
capital reserve profits
(Rupees in thousand)

Balance as on June 30, 2020 -

audited - restated 3,540,885 3,153,633 16,988,573 23,683,091
Profit for the period - restated - - 933,421 933,421
Other comprehensive income for the period - - - -
Total comprehensive income for the period - - 933,421 933,421
Dividend to equity holders of the parent:
Final dividend for the year ended June 30,

2020 @ Rupee 1 per share - - (354,089) (354,089)
Total contributions by and distributions

to owners of the company recognised

directly in equity - - (354,089) (354,089)
Balance as on September 30, 2020

(un-audited) - restated 3,540,885 3,153,633 17,567,905 24,262,423
Balance as on June 30, 2021 - audited 3,540,885 3,153,633 19,314,803 26,009,321
Profit for the period - - 915,065 915,065
Other comprehensive income for the period - - - -
Total comprehensive income for the period - - 915,065 915,065
Dividend to equity holders of the parent:
Total contributions by and distributions

to owners of the company recognised

directly in equity - - - -
Balance as on September 30, 2021 (un-audited) 3,540,885 3,153,633 20,229,868 26,924,386

The annexed notes 1 to 15 form an integral part of these consolidated condensed interim financial statements.
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NOTES TO AND FORMING PART OF THE CONSOLIDATED

CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
FOR THE QUARTER ENDED SEPTEMBER 30, 2021

1. THE GROUP AND ITS ACTIVITIES

The group comprises of Nishat Power Limited (the ‘parent company’) and Lalpir Solar
Power (Private) Limited (the ‘subsidiary’).

The parent company is a public company limited by shares incorporated in Pakistan on
February 23, 2007 under the repealed Companies Ordinance, 1984 (now Companies Act,
2017, hereinafter may be referred to as the ‘Act’). It is a subsidiary of Nishat Mills Limited,
Pakistan. The parent company’s ordinary shares are listed on the Pakistan Stock Exchange
Limited.

The principal activity of the parent company is to build, own, operate and maintain a fuel
fired power station having gross capacity of 200 MW in Jamber Kalan, Tehsil Pattoki,
District Kasur, Punjab, Pakistan. The address of the registered office of the parent company
is 53-A, Lawrence Road, Lahore. The address of the head office of the parent company
is 1-B, Aziz Avenue, Canal Road, Gulberg V, Lahore. The parent company had a Power
Purchase Agreement (‘PPA’) with its sole customer, National Transmission and Despatch
Company Limited (‘NTDC’) for twenty five years which commenced from June 09, 2010.
On February 12, 2021, the parent company entered into a Novation Agreement to the PPA
with NTDC and Central Power Purchasing Agency (Guarantee) Limited (‘CPPA-G’ and also
referred to as the ‘Power Purchaser’), whereby, NTDC irrevocably transferred all of its rights,
obligations and liabilities under the PPA to CPPA-G and thereafter, NTDC ceased to be a
party to the PPA, and CPPA-G became a party to the PPA in place of NTDC. Further, on
the same day, the parent company entered into the PPA Amendment Agreement, whereby
the Agreement Year that was ending on June 8, 2021 was extended by sixty eight (68) days
to August 15, 2021. Therefore, the existing term of the PPA Agreement has been extended
by sixty eight days to twenty five years and sixty eight days ending on August 15, 2035.

The subsidiary was incorporated in Pakistan on November 19, 2015 as a private company
limited by shares. It is a wholly owned subsidiary of Nishat Power Limited. The registered
office of the subsidiary is situated at 53-A, Lawrence Road, Lahore. The principal activity
of the subsidiary was to build, own, operate and maintain or invest in a solar power project
having gross capacity upto 20 MW.

The management continuously tried its best to get Power Acquisition Request and Consent
to Procure Power from Central Power Purchasing Agency (Guarantee) Limited (CPPA-G)
so that development of the solar power project can be moved forward. However, CPPA-G
informed that Ministry of Energy has conveyed the Cabinet Committee on Energy (CCoE)
decision to CPPA-G and further sent a list of 145 projects as approved by the Cabinet for
necessary action. The CPPA-G stated that this solar power project is not included in the list
of 145 projects, therefore, CPPA-G is of the view that the request cannot be entertained.
Furthermore, during the prior year, Alternate Energy Development Board (AEDB) informed
that the Solar PV Power Project is placed under category lll of the decision of the CCoE to
proceed ahead subject to becoming successful in the competitive bidding process to be
undertaken by AEDB, based on the quantum ascertained for each technology by Indicative
Generation Capacity Expansion Plan (IGCEP) by NTDC.

The management understands that to-date, no such competitive bidding process has been
undertaken. The response of CPPA-G and AEDB have made this project more complicated.
During the year, on request of the Subsidiary, the Letter of Intent had been cancelled by
AEDB. Subsequent to year end, on request of the Subsidiary, NEPRA has cancelled the
Generation License of the Subsidiary. Hence, voluntary winding up of the subsidiary under
the Companies Act, 2017 is being considered. In the view of the aforesaid reasons, the
subsidiary is not considered a going concern.
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The parent company has an associate, Nishat Energy Limited (‘NEL). The parent company
directly holds 25% ordinary shares in NEL, which is an unquoted public company limited
by shares incorporated in Pakistan to build, own, operate and maintain a coal fired power
station. The address of the registered office of NEL is 1-B, Aziz Avenue, Canal Bank, Gulberg
V, Lahore.

2.  BASIS OF PREPARATION
2.1 Statement of compliance

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

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

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

Where provisions of and directives issued under the Act differ from the IFRS, the provisions
of and directives issued under the Act have been followed.

2.2 These consolidated condensed interim financial statements do not include all of the
information required for annual financial statements and should be read in conjunction
with the annual financial statements as at and for the year ended June 30, 2021. Selected
explanatory notes are included to explain events and transactions that are significant to
and understanding of the changes in the group’s financial position and performance since
the last annual financial statements.

3.  SIGNIFICANT ACCOUNTING POLICIES

3.1 The accounting policies and the methods of computation adopted in the preparation of
these consolidated condensed interim financial statements are the same as those applied
in the preparation of preceding annual published financial statements of the group for the
year ended June 30, 2021 except for the adoption of new and amended standards as set
out below:

3.2 Initial application of standards, amendments or interpretations to existing standards

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

3.2.1 Standards, amendments and interpretations to existing standards that are effective in
current year

Certain standards, amendments and interpretations to accounting standards are effective
for accounting periods beginning on July 1, 2021 but are considered not to be relevant
or to have any significant effect on the group’s operations (although they may affect the
accounting for future transactions and events) and are, therefore, not detailed in these
consolidated condensed interim financial statements.

3.2.2 Standards, amendments and interpretations to existing standards that are not yet
effective and/or have not been early adopted by the company

There are certain standards, amendments to the accounting standards and interpretations
that are mandatory for the group’s accounting periods beginning on or after July 1, 2021, but
are considered not to be relevant or to have any significant effect on the group’s operations
and are, therefore, not detailed in these consolidated condensed interim financial statements.
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3.2.3 Change in accounting policy

5.1

During the year ended June 30,2021 , the parent company has changed its accounting
policy for valuation of furnace oil inventory. As per the new policy, furnace oil is valued on
First In First Out (‘FIFO’) cost basis whereas previously, it was valued on weighted average
cost basis. The accounting policy has been revised as the new policy is more in line with the
basis adopted by National Electric Power Regulatory Authority (‘NEPRA') for determination
of fuel cost component of the parent company’s tariff. Hence, the new policy provides more
relevant information because it results in a consistent measurement of furnace oil inventory.

The change in accounting policy has been applied retrospectively and the comparative
information has been restated in accordance with the treatment specified in IAS 8
“Accounting Policies, Changes in Accounting Estimates and Errors”.

Effects of re-statement are as follows:

September 30, 2020

As previously

Restated Restatement
reported

(Rupees in thousand)
Effect on statement of profit
or loss:
Cost of sales 3,024,929 3,012,212 (12,717)

Earnings per share - basic
and diluted (in Rupees) 2.600 2.636 0.036

ACCOUNTING ESTIMATES

The preparation of the consolidated condensed interim financial statements requires
management to make judgments, estimates and assumptions that affect the application
of accounting policies and the reported amounts of assets and liabilities, income and
expenses. Actual results may differ from these estimates. In preparing these consolidated
condensed interim financial statements, the significant judgments made by management
in applying accounting policies and key sources of estimation were the same as those that
were applied to the financial statements for the year ended June 30, 2021.

FINANCIAL RISK MANAGEMENT
Financial risk factors

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 consolidated 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 group’s annual financial statements as at June 30,
2021.

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

38

First Quarterly Report 2021



5.2

7.1

Fair value estimation

The carrying values of all financial assets and liabilities reflected in these consolidated
condensed interim financial statements approximate their fair values. Fair value is determined
on the basis of objective evidence at each reporting date.

During the period, there were no significant changes in the business or economic
circumstances that affect the fair value of the group’s financial assets and financial liabilities.
Furthermore, there were no reclassifications of financial assets.

Un-audited Audited
September 30, June 30,
2021 2021

(Rupees in thousand)
LONG TERM FINANCING - SECURED

Opening balance 110,708 73,823
Loan disbursements during the period/year - 76,937
Less: Repayments during the period/year 18,451 40,052
92,257 110,708
Less: Current portion shown under current liabilities 73,805 73,805
18,452 36,903

CONTINGENCIES AND COMMITMENTS
Contingencies

There is no significant change in contingencies i.e. (contingent liabilities) from the preceding
annual published consolidated financial statements of the group for the year ended June
30, 2021, except the following:

A sales tax demand of Rs 1,218.132 million was raised against the parent company through
order dated December 11, 2013, passed by the Assistant Commissioner Inland Revenue
(‘ACIR’) disallowing input sales tax for the tax periods of July 2010 through June 2012.
The disallowance was primarily made on the grounds that since revenue derived by the
parent company on account of ‘capacity revenue’ was not chargeable to sales tax, input
sales tax claimed by the parent company was required to be apportioned with only the
input sales tax attributable to other revenue stream i.e. ‘energy revenue’ admissible to the
parent company. Upon appeal before Commissioner Inland Revenue (Appeals) [‘CIR(A)’],
such issue was decided in parent company’s favour, however, certain other issues agitated
by the parent company were not adjudicated. Both the parent company and department
have filed appeals against the order of CIR(A) before Appellate Tribunal Inland Revenue
(‘ATIR’), which are pending adjudication.

Subsequently, the above explained issue was taken up by department for tax periods of
July 2009 to June 2013 (involving input sales tax of Rs 1,722.811 million), however, the
parent company assailed the underlying proceedings before Lahore High Court (‘LHC’)
directly and in this respect, through order dated October 31, 2016, LHC accepted the
parent company’s stance and annulled the proceedings. The department has challenged
the decision of LHC before Supreme Court of Pakistan and has also preferred an Intra
Court Appeal against such order which are pending adjudication.

Similarly, for financial year 2014, company’s case was selected for ‘audit’ and such issue
again formed the core of audit proceedings (involving input sales tax of Rs 596.091 million).
The parent company challenged the jurisdiction in respect of audit proceedings before
LHC and while LHC directed the management to join the subject proceedings, department
was debarred from passing the adjudication order. During the year 2019, LHC dismissed
the petition in favour of the department, by allowing the department to complete the audit
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proceedings that are pending completion. On January 26, 2021, the department raised
demand against such proceedings, however, parent company obtained interim relief from
Appellate Tribunal Inland Revenue by applying stay against such demand. On September 24,
2021, based on the favourable decision by the LHC as mentioned in preceding paragraph,
CIR(A) has annulled the demand of input sales tax of Rs. 596.091 million.

Similarly, in preceding year in respect of tax periods July 2016 to June 2017, parent
company’s case was selected for ‘audit’ and such issue again formed the core of audit
proceedings (involving input sales tax of Rs 541.486 million). During the period, the
department has concluded the audit proceedings and has raised demand against the parent
company on September 20, 2021 involving input sales tax of Rs 541.486 million along with
default surcharge and penalty. Subsequent to the period end, the parent company has
preferred appeal to CIR(A). The proceedings are underway, however, matter is currently
pending adjudication before CIR(A).

Since the issue has already been decided in parent company’s favour on merits by LHC and
based on advice of the parent company’s legal counsel, no provision on these accounts
have been made in these consolidated condensed interim financial statements.

7.2 Commitments

@i) Letters of credit and contracts for other than capital expenditure aggregating Rs 12.088
million (June 30, 2021: Rs. 2.327 million).

(i)  The amount of future payments under non-cancellable operating lease and the period in
which these payments will become due are as follows:

Un-audited Audited
September 30, June 30,
2021 2021

(Rupees in thousand)

Not later than one year 3,894 3,894
Un-audited Audited
September 30, June 30,
2021 2021

(Rupees in thousand)
8.  FIXED ASSETS

Property, plant and equipment:

Operating fixed assets note 8.1 8,534,744 8,732,332
Capital work-in-progress 842 579
Major spare parts and standby equipment 93,454 93,664

8,629,040 8,826,575

Intangible asset:
Computer software - -

8,629,040 8,826,575
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8.1

-

Un-audited Audited
September 30, June 30,
2021 2021
(Rupees in thousand)
Operating fixed assets

Opening book value 8,732,332 9,259,765
Additions during the period/year - note 8.1.1 8,365 199,932
Book value of deletions during the period/year (4,531) (2,488)
Depreciation charged for the period/year (201,422) (724,877)
Closing book value 8,534,744 8,732,332

.1 Additions during the period / year

Plant and machinery 146 3,043
Computer equipment 529 2,905
Furniture and fixtures 12 69
Office equipment 267 829
Vehicles 7,411 193,086

8,365 199,932

TRADE DEBTS

Refer to note 1.1 to the group’s consolidated financial statements for the year ended June
30,2021, an amount of Rs 816.033 million was included in trade debts relating to capacity
revenue not acknowledged by NTDC/CPPA-G as the plant was not fully available for power
generation. However, the sole reason of this under-utilization of plant capacity was non-
availability of fuel owing to non-payment by NTDC/CPPA-G.

Since management considered that the primary reason for claiming these payments was
that plant was available, however, it could not generate electricity due to non-payment by
NTDC/CPPA-G, therefore, management believed that company cannot be penalized in the
form of payment deductions due to NTDC/CPPA-G’s default of making timely payments
under the PPA. Hence, the parent company took up this issue in consultation with NTDC/
CPPA-G and appointed an Expert for dispute resolution under the PPA.

On August 15, 2015, the Expert gave his determination whereby the aforesaid amount was
determined to be payable to the company by NTDC/CPPA-G. Pursuant to the Expert’s
determination, the parent company demanded the payment of the aforesaid amount of
Rs 816.033 million from NTDC/CPPA-G. The company filed a request for arbitration in the
London Court of International Arbitration (‘LCIA’), whereby an Arbitrator was appointed.

On October 29, 2017, the Arbitrator declared his Final Award whereby he ordered
NTDC/CPPA-G to pay to the parent company: i) Rs 816.033 million pursuant to Expert’s
determination; i) Rs 189.385 million being Pre award interest; iii) Rs 9.203 million for breach
of arbitration agreement; iv) Rs 1.684 million and USD 612,310 (equivalent to Rs 96.623
million) for the parent company’s cost of proceedings; v) GBP 30,157 (equivalent to Rs
6.592 million) for parent company’s LCIA cost of Arbitration and vi) Interest at KIBOR +
4.5% compounded semi-annually from the date of Final Award until payment of these
amounts by NTDC/CPPA-G (“the Final Award”) that works out to Rs 546.704 million up
to September 30, 2021. Thereafter, on November 29, 2017, parent company filed an
application before Lahore High Court for implementation/enforcement of Final Award that
is pending adjudication. On prudence basis, the amounts other than the principal of Rs
816.033 million were not recognised in the consolidated financial statements.
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10.

On February 12, 2021, as part of the PPA Amendment Agreement as referred to in note
1.1 to the group’s consolidated financial statements for the year ended June 30,2021,
the CPPA-G and the parent company acknowledged that the dispute relating to withheld
capacity payments of Rs 816.033 million, which was awarded by the London Court of
International Arbitration, has now been settled through the extended disputed period of
68 days which shall be treated as an “Other Force Majeure Event” under the PPA. Further,
CPPA-G agreed to make certain payments to the parent company, subject to certain terms,
as compensation of the withheld capacity payments. In return, the parent company agreed
to forgo certain amounts declared under the Final Award as enumerated above. Further,
subject to fulfillment of certain conditions, the parent company and CPPA-G agreed to
file a joint application before the Lahore High Court for the withdrawal of the enforcement
proceedings before the Honorable Lahore High Court.

Pursuant to the provisions of PPA Amendment Agreement as mentioned above, out of the
recognized receivable of Rs 816.033 million, the parent company had written off amounts
aggregating Rs 141.47 million during year ended June 30,2021. Remaining receivable
amounts have been acknowledged by the CPPA-G.

Un-audited
Quarter ended
September 30, September 30,

2021 2020
(Restated)
(Rupees in thousand)

COST OF SALES
Raw materials consumed 4,328,268 2,630,871
Salaries and other benefits 71,582 66,912
Repairs and maintenance 3,626 2,823
Stores, spares and loose tools consumed 34,873 32,550
Electricity consumed in-house 4,960 4,258
Insurance 69,879 72,228
Travelling and conveyance 5,722 5,005
Printing and stationery 236 321
Postage and telephone 133 167
Vehicle running expenses 1,246 1,010
Entertainment 517 330
Depreciation on operating fixed assets 186,036 183,686
Amortization of intangible asset = 377
Fee and subscription 1,197 1,110
Miscellaneous 12,687 10,564

4,720,862 3,012,212
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Un-audited
Quarter ended
September 30, September 30,
2021 2020
(Restated)
(Rupees in thousand)

11.  CASH GENERATED FROM / (USED IN) OPERATIONS

Profit before taxation 914,306 933,421

Adjustment for non-cash charges and other items:

Depreciation on operating fixed assets 201,422 195,711

Amortization on intangible assets - 377
Profit on bank deposits (16) (705)
Finance cost 55,931 104,988
Provision for employee retirement benefits 7,173 6,697
Gain on disposal of operating fixed assets (36,247) -
Profit before working capital changes 1,142,569 1,240,489

Effect on cash flow due to working capital changes:

Decrease/(increase) in current assets

Stores, spares and loose tools 4,887 20,690
Inventories (835,237) (262,715)
Trade debts (518,941) (1,387,424)
Advances, deposits, prepayments and

other receivables 57,777 (116,240)

(1,291,514) (1,745,689)
Increase/(decrease) in current liabilities

Trade and other payables 442,267 451,537
Unclaimed dividend (24) 738
442,243 452,275

(849,271) (1,293,414)

293,298 (562,925)

12. CASH AND CASH EQUIVALENTS
Cash and bank balances 98,061 5,228
Short term borrowings - secured (8,116,867) (5,345,094)
(3,018,806) (5,339,866)

13. TRANSACTIONS WITH RELATED PARTIES

The related parties include the holding company, subsidiaries and associates of the holding
company, subsidiary, associate, related parties on the basis of common directorship, key
management personnel of the company and its holding company and post employment
benefit plan (Provident Fund). Key management personnel are those persons having
authority and responsibility for planning, directing and controlling the activities of the group,
directly or indirectly, including any director (whether executive or otherwise) of that group.
The group in the normal course of business carries out transactions with various related
parties. Amounts due from and to related parties are shown under receivables and payables.
Significant related party transactions during the period are as below:
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Relationship with Nature of transactions
the company

i. Holding company Dividends paid

ii. Entities on the basis Purchases of goods and services

of common Rental expense
directorship Insurance premium
iii. Group entity Interest on deposit accounts

Insurance premium

iv. Post employment Expense charged in respect of
benefit plan retirement benefit plan

v. Key management
personnel Remuneration

Period end balances

Payable to related parties
- Companies on basis of common directorship
- Group entity

Bank deposits with related parties
- Group entity

Receivable from related parties
- Group entity
- Entities on the basis of common directorship

14. DATE OF AUTHORISATION FOR ISSUE

Un-audited
Quarter ended
September 30, September 30,
2021 2020
(Rupees in thousand)

- 180,633

20,141 18,580

3,115 3,115

71,368 71,815

13 163

- 1,760

7,173 6,697

5,498 6,505
Un-audited Audited
September 30, June 30,

2021 2021

(Rupees in thousand)

3,509 59
2,697 2,741
700 1,642

= 4,900

These consolidated interim financial statements were authorised for issue on October 22,

2021 by the Board of Directors of the parent company.

15. 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, condensed interim statement of
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.
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