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DIRECTORS" REPORT

The Directors of Pakgen Power Limited “the Company” are pleased to present their report
together with operational and financial results of your Company for the period ended 31 March 2020.

We report that during the period under review power plant by achieving all the operating standards
dispatched 35.427 MWH of electricity as compared with 142.357 MWH dispatched during the
corresponding three months of the previous financial year. Resultantly, the capacity factor remained
at 4.7% as against 18.80% demonstrated in the comparable three months of the previous financial
year.

Operation Financial Results:

The financial results of the Company for period ended 31 March 2020 are as follows:

PERIOD ENDED

Financial Highlights 31 March 31 March
2020 2019

Revenue (Rs ‘0007) 2,631,481 3,561,721
Gross (Loss)/ profit (Rs ‘000’) 1,120,648 1,005,388
Gross (Loss)/profit ratio to revenue (%) 57.41% 28.23%
After tax (Loss)/ profit (Rs ‘000’) 1,090,849 646,774
After tax (Loss)/ profit ratio to revenue (%) 41.45% 18.16%
(Loss)Earnings per share (Rs) 2.93 1.74

The Company has posted after tax profit of Rupees 1,090.849 million as against Rs. 646.774
million profit earned in the comparative period. The net profits of the Company demonstrated the
earnings per Share of Rs.2.93 as against Rs.1.74 per share in the corresponding previous period.

Other reason for variation in net profit for period ended 31st Mar, 2020 in Comparison with period
ended 31st Mar, 2019 is increase in Delayed Payment Interest by Rupees 227 Million and increase
in Capacity Charges Revenue by Rs.280 Million due to devaluation of PKR against USD.

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. The Company took up the
matter with CPPA-G and Private Power & Infrastructure Board (‘PPIB’) by giving notices of default
pursuant to provisions of Power Purchase Agreement and Implementation Agreement. As on 31
March 2020, an amount of Rupees 21.386 billion was outstanding against CPPA-G.

During the period, January to March 2020, Company produced and sold electricity only in the
month of January 2020. The plant was on standby mode for the month of February and March
due to low national demand similar to 1st Quarter 2019. This was as per instructions of National
Power Control Center (NPCC).

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.

COMPOSITION OF BOARD:

Total number of Directors:

() Male 7
(o) Female:
Composition:

0] Independent Directors
(i)  Other Non-executive Directors 5

(i)  Executive Directors

PAKGEN POWER LIMITED
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COMMITTEES OF THE BOARD:

Audit Committee of the Board:

Sr. # Name of Member

1 Mr. Farrukh Afzal (Member/ Chairman)
2 Mr. Aurangzeb Firoz (Member )
3 Mr. Shahid Malik (Member)

Human Resource & Remuneration (HR&R) Committee:

Sr. # Name of Member

1 Mr. Farrukh Ifzal Member/Chairman
2 Mr. 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.

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 life
relationship with the Company.

For and on behalf of the Board of Directors

Hrrr sty

Mr. Mian Hassan Mansha Mr. Ghazanfar Hussain Mirza
Chief Executive Officer Director

Lahore: 30" April 2020
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CONDENSED INTERIM STATEMENT OF

FINANCIAL POSITION (UN-AUDITED)
As at 31 March 2020

Un-audited Audited
31 March 31 December
Note 2020 2019

(Rupees in thousand)
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES

Authorized share capital
400,000,000 (2019: 400,000,000)

ordinary shares of Rupees 10 each 4,000,000 4,000,000
Issued, subscribed and paid up share capital 3,720,816 3,720,816
Capital reserve 116,959 116,959
Revenue reserve - Un-appropriated profit 16,307,136 15,216,287
Total Equity 20,144,911 19,054,062
LIABILITIES

NON-CURRENT LIABILITY

Long-term finance - secured - -
Employee benefit - gratuity 21,729 20,941

21,729 20,941
CURRENT LIABILITIES
Trade and other payables 348,878 525,088
Accrued mark-up/ profit 274,678 313,770
Short-term borrowings 11,330,433 11,535,517
Unclaimed dividend 5,618 5,676

11,959,607 12,380,051

Total Liabilities 11,959,607 12,400,992
CONTINGENCIES AND COMMITMENTS 5
TOTAL EQUITY AND LIABILITIES 32,126,247 31,455,054

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

lamr s Qlumj\w § M / W‘

CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER

PAKGEN POWER LIMITED

8



Un-audited Audited

31 March 31 December
Note 2020 2019
(Rupees in thousand)

ASSETS

NON-CURRENT ASSETS

Fixed Assets 6 6,544,888 6,809,174
Long term loans to employees 18,137 22,561
Long-term security deposits 300 300
6,563,325 6,832,035
CURRENT ASSETS
Stores, spare parts and other consumables 843,597 834,763
Fuel stock 614,422 416,965
Trade debts 21,393,865 20,586,064
Advances and short-term prepayments 471,887 458,752
Loan to associated company 1,009,086 1,009,086
Other receivables 357,641 357,642
Accrued interest 5,335 12,506
Sales tax recoverable 851,055 795,266
Cash and bank balances 16,034 151,975

25,662,922 24,623,019

TOTAL ASSETS 32,126,247 31,455,054

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 QUARTER ENDED 31 MARCH 2020 (UN-AUDITED)

Quarter Ended
31 March 31 March

Note 2020 2019

(Rupees in thousand)
SALES 2,631,481 3,661,721
COST OF SALES 7 (1,120,648) (2,556,333)
GROSS PROFIT 1,510,833 1,005,388
ADMINISTRATIVE EXPENSES (58,002) (67,759)
OTHER EXPENSES (508) (482)
1,452,323 937,147
OTHER INCOME 25,893 29,480
PROFIT FROM OPERATIONS 1,478,216 966,627
FINANCE COST (387,367) (319,853)
PROFIT BEFORE TAXATION 1,090,849 646,774
TAXATION = -
PROFIT AFTER TAXATION 1,090,849 646,774

OTHER COMPREHENSIVE INCOME FOR THE PERIOD = -

TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 1,090,849 646,774

EARNINGS PER SHARE - BASIC AND DILUTED (RUPEES) 2.93 1.74

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

oy Qb § M // aon

CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER
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CONDENSED INTERIM STATEMENT OF

CHANGES IN EQUITY

FOR THE QUARTER ENDED 31 MARCH 2020 (UN-AUDITED)

Balance as at 31st Dec 2018 (Audited)
Transactions with owners - Final dividend for
the year ended 31 December 2018
@ Rupees 1.5 per share
Profit for the quarter ended 31 March 2019
Other comprehensive income for the quarter

ended 31 March 2019

Total comprehensive income for the quarter
ended 31 March 2019

Balance as at 31 March 2019 - (Un-audited)
Balance as at 31 Dec 2019 (Audited)

Profit for the quarter ended 31 March 2020
Other comprehensive income for the

quarter ended 31 March 2020

Total comprehensive income for the
quarter ended 31 March 2020

Balance as at 31 March 2020 - (Un-audited)

RESERVES

SHARE Cap'ital Revenue TOTAL

CAPITAL Retained un- EQUITY
payments appropriated
reserve profit

(=mmmmmm e Rupees in thousand - - - - - - - -- - - )
3,720,816 116,959 12,855,905 16,693,680
- - (658,122)  (658,122)
- B 646,774 646,774
- - 646,774 646,774
3,720,816 116,959 12,944,557 16,782,332
3,720,816 116,959 15,216,287 19,054,062
- 1,090,849 || 1,090,849
- - 1,090,849 1,090,849
3,720,816 116,959 16,307,136 20,144,911

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

Yy

CHIEF EXECUTIVE

Ql\maf § M

DIRECTOR

jw.

CHIEF FINANCIAL OFFICER
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CONDENSED INTERIM STATEMENT OF CASH FLOWS
FOR THE QUARTER ENDED 31 MARCH 2020 (UN-AUDITED)

31 March 31 March
Note 2020 2019
(Rupees in thousand)
CASH FLOWS FROM OPERATING ACTIVITIES

Cash generated from operations 8 426,535 868,333
Finance cost paid (426,459) (184,614)
Interest income received 25,510 29,097
Net decrase / (increase) in long-term loans to employees 4,424 (16,275)
Income tax paid 8,219) (1,224)
Gratuity paid (2,812) 3,910
Net cash generated from operating activities 23,980 691,407

CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditure on property, plant and equipment 45,221 (1,510)

Net cash generated / (used in) from investing activities 45,221 (1,510

CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of long-term finance - (111,456)

Dividends paid (58) (236)

Net cash (used in) financing activities (58) (111,692)

Net increase in cash and cash equivalents 69,143 578,205

Cash and cash equivalents at beginning of the period (11,383,542) (11,090,622)

Cash and cash equivalents at end of the period (11,314,399) (10,512,417)

CASH AND CASH EQUIVALENTS

Cash in hand 348 189

Cash at banks 15,686 49,411

Short-term borrowings (11,330,433) (10,562,017)
(11,314,399) (10,512,417)

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

W o Q{I\smu{\w § M / MM‘

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

FINANCIAL INFORMATION
FOR THE QUARTER ENDED 31 MARCH 2020 (UN-AUDITED)

21

2.2

3.1

3.2

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. 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.

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 2019.
These condensed interim financial statements are un-audited, and are being submitted to
the member as required by Section 237 of the Companies Act, 2017.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies and the methods of computation adopted in the preparation of these
condensed interim financial statements are the same as those applied in the preparation of
preceding annual published financial statements of the company for the year ended December
31, 2019 except for the adoption of new and amended standards as set out below:

Initial application of standards, amendments or an interpretation to existing standards
The following amendments to existing standards have been published that are applicable

to the company’s financial statements covering annual periods, beginning on or after the
following dates:

3.2.1 Standards, amendments and interpretations to accounting standards that are effective

in the current period

Certain standards, amendments and interpretations to accounting standards are effective
for accounting periods beginning on January 1, 2020 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.

1st Quarterly Report 2020
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3.2.2 Standards, amendments and interpretations to existing standards that are not yet

5.1

effective and 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 January
1, 2020 but are considered not to be relevant or to have any significant effect on the
company’s operations and are, therefore, not detailed in these unconsolidated condensed
interim financial statements.

ACCOUNTING ESTIMATES

The preparation of the 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 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 December 31, 2019.

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 2019 except for the following:

5.1.2 Central Power Purchasing Agency (Guarantee) Limited (CPPA-G) has raised invoices for

liguidated damages to the Company from 11th to 22nd (up to Mar 2020) 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 (2018: Rupees 6,266.061 million). Out of these, the Company has accepted and
paid Rupees 4,006.589 million (2018: Rupees 4,006.386 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.

During the year ended 31 December 2018, the Company has 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
liquidated 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

PAKGEN POWER LIMITED
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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 (“PSO”). 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 is due at the date of the latest invoice submitted by the Company (till the
date of request for arbitration).

An arbitrator has been appointed and the case is still pending for hearing. The ultimate
outcome of the matter cannot presently be determined, and consequently, no provision
for such liquidated damages has been made in these financial statements.

Un-audited Audited
31 March 31 December
2020 2019

(Rupees in thousand)
5.2 Commitments

5.2.1 Commitments in respect of letters of credit
for capital expenditure 1,623 -

5.2.2 Commitments in respect of other than
capital expenditure 20,373 10,163

6. PROPERTY, PLANT AND EQUIPMENT

Operating fixed assets (Note 6.1) 6,542,657 6,760,597
Capital work-in-progress 2,231 48,577

6,544,888 6,809,174

1st Quarterly Report 2020
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Un-audited Audited
31 March 31 December
2020 2019
(Rupees in thousand)
6.1 Operating fixed assets

Opening Book value 6,760,597 7,634,699
Add: Cost of Additions during the period /
year (Note 6.1.1) 1,125 52,198

Less: Book value of deletions during the
period/year(6.1.2) - 20,042
Less: Depreciation charged during the period / year 219,065 906,258

6,542,657 6,760,597

6.1.1 Cost of additions

Vehicles = 155
Plant and Machinery - 49,635
Furniture and fittings 139 618
Office Equipment 613 1,289
Electric equipment and appliances 373 501

1,125 52,198

6.1.2 Book value of deletions

Plant and machinery

- Cost - 25,255
- Less: Accumulated depreciation - 5,213
- 20,042
Quarter Ended
31 March 31 March
2020 2019

(Rupees in thousand)
7. COST OF SALES

Fuel consumed 604,996 2,120,295
Operation and maintenance costs 125,493 79,835
Insurance cost 183,159 142,043
Liquidated damages = 9
Depreciation 205,515 212,756
Others 1,485 1,395

1,120,648 2,556,333

PAKGEN POWER LIMITED
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CASH GENERATED FROM OPERATIONS

Profit before taxation

Adjustment for non - cash charges and other items:

Depreciation
Provision for gratuity
Interest income
Finance cost

Cash flows from operating activities before
working capital changes

(Increase) / decrease in current assets:

Stores, spare parts and other consumables
Fuel stock

Trade debts

Advances and short-term prepayments
Other receivables

Loan to assocaited co.

Sales tax recoverable

(Decrease) / Increase in trade and other payables

TRANSACTIONS WITH RELATED PARTIES

The related parties of the Company comprise of associated undertakings, other related
group companies and key management personnel. Transactions with related parties
include expenses charged between these companies. The Company in the normal course
of business carries out transactions with various related parties. Detail of transactions with
related parties other than those which have been specifically disclosed elsewhere in these

financial statements are as follows:

Quarter Ended

31 March
2020

31 March

2019

(Rupees in thousand)

1,090,849 646,774
219,065 226,787
3,600 3,834
(25,510) (29,007)
387,367 319,853
1,675,371 1,168,151
(8,834) (5,376)
(197,457) (737,411)
(807,801) 167,113
(2,746) (62,558)

1 136,350

= 50,000

(55,789) (76,206)
(1,072,625) (528,088)
(176,210) 228,270
426,535 868,333
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Quarter Ended

31 March
2020

31 March

2019

(Rupees in thousand)

Associated company Nature of transaction
Adamjee Insurance Insurance premium 3,932 3,398
Company Limited Insurance claim received 217 381
Security General Insurance
Company Limited Insurance premium 181,341 164,545
Lalpir Power Limited Loan given 1,318,000 732,862
Loan repaid 1,318,000 662,000
Interest charged 11,753 2,463
Nishat (Aziz Avenue) hotels
and properties Limited Rent 1,570 1,570
Nishat Hotels and Loan given - 1,000,000
Properties Limited Loan repaid - 50,000
Interest charged 12,758 26,308
Pakistan Aviators and Aviation
(Private) Limited Flying services 20,190 18,108
Adamijee Life Assurance Co Ltd  Insurance premium 1,369 1,648
STAFF RETIREMENT
BENEFIT PLANS
Provident fund Contribution made 4,124 4,443
Gratuity fund Contribution made 3,600 3,834
KEY MANAGEMENT
PERSONNEL Remuneration 5,013 11,028
Quarter Ended
31 March 31 December
2020 2019

(Rupees in thousand)
Period end balances:

Short term loan receivable from associated company 1,009,086
Accrued interest on loan to associated company 5,335

1,009,086
12,506

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
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11.

12.

13.

14.

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 available-for-sale 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
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.

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

This condensed interim financial information was approved by the Board of Directors of
the Company and authorized for issue on 30 April 2020.

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 2019.

GENERAL

Figures have been rounded off to the nearest thousand Rupees, unless otherwise stated.
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CHIEF EXECUTIVE DIRECTOR CHIEF FINANCIAL OFFICER
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