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COMPANY PROFILE
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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 duly reviewed by statutory auditors for the
Half year ended 30 June 2017.

Your Company is engaged in power generation with a dependable capacity of 350.00 MW furnace
oil fired power plant against a gross capacity of 365 MW. Its shares are listed on the Pakistan Stock
exchange. The Sole purchaser of the power is Water and Power Development Authority (WAPDA).
We report that during the period under review power plant by achieving all the operating standards
dispatched 835,698 MWH of electricity as compared with 824,024 MWH dispatched during the
corresponding six months of the previous financial year. Resultantly the capacity factor remained at
55.2% as against 54.4% demonstrated in the comparable six months of the previous financial year.

Financial Results:
The financial results of the Company for the half year ended 30 June 2017 are as follows:

HALF YEAR ENDED

Financial Highlights 30 June 30 June
2017 2016

Revenue (Rs ‘000’) 10,510,277 7,367,627
Gross profit (Rs ‘000’) 1,076,516 492,993
Gross profit ratio to revenue (%) 10.24 6.69
After tax profit (Rs ‘000’) 645,385 98,622
After tax profit ratio to revenue (%) 6.14 1.33
Earnings per share (Rs) 1.78 0.27

The Company has posted after tax Profit of Rs. 645.385 million as against Profit of Rs. 98.622
million incurred in the comparative period. The net Profit of the Company demonstrated the Profit
per Share of Rs. 1.73 as against Rs. 0.27 Profit per share in the previous period. The main reason
of variation in Profit is decrease in Liquidated damages as plant resumed operations during the
period under reference.

As earlier reported that WAPDA has raised invoices for liquidated damages to the company on
account of short supply of electricity by the company. The Company had disputed and rejected
balance claims on account of liquidated damages that were raised by WAPDA on the premise that
its failure to dispatch electricity was due to WAPDA's non-payment of dues on timely basis to the
Company and consequential inability of the Company to make timely payments to its fuel suppliers
that resulted in inadequate level of electricity production owing to shortage of fuel.

The Company and WAPDA appointed former Chief Justice of Pakistan, Justice Tassaduqg Husain
Jillani as The Expert, under the mechanism given in the PPA. After a comprehensive process
including written statements and arguments, On 22 June 2017, The Honourable Expert, issued
his conclusions and recommendations. The conclusion upheld Company’s position that WAPDA
cannot claim liquidated damages for a caused by WAPDA.

Company has requested WAPDA to withdraw its invoices for liquidated damanages and waiting
for a formal response.

Other significant matters
On 30 September 2016, Company had entered into an agreement with General Electric (GE) for

their assistance in improvement in plant performance. The project, called PEPI, has been rolled
out in the first six months of 2017. Dedicated teams from both side are working on possible
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areas of improvement some of which will be implemented in the one month planned shutdown in
November 2017. When successfully implemented, these measures will help reduce the fuel losses
(Delta Loss). The gain will be shared equally by both of the companies.

Dividend Distribution

The Company continues to honor it's commitment of safeguarding the shareholders’ interests
and takes immense pleasure in informing you that the Board, in their meeting held on August 15,
2017 has announced 1st Interim Cash Dividend at the rate of PKR 1/- per share (i.e. 10%) for the
half year ended June 30, 2017 for which the date of entitlement has been fixed as 9 September
2017 to 16 September 2017.

Acknowledgement

We wish to thank our valuable shareholders, WAPDA, financial institutions, lenders, Pakistan State
Qil and other suppliers for their trust and faith in the Company and their valuable support that
enabled the Company to achieve better results.

We also appreciate 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 take this opportunity to
thank our executives and staff members for their consistent support, hardworking and commitment
for delivering remarkable results and we wish for their long life relationship with the Company.

For and on behalf of the Board of Directors

Qll § M.
(Ghazanfar Hussain Mirza)

Chief Executive Officer
Lahore: August 15, 2017
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AUDITORS" REPORT TO THE MEMBERS
ON REVIEW OF CONDENSED INTERIM FINANCIAL INFORMATION

Introduction

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

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements
2410, “Review of Interim Financial Information Performed by the Independent Auditor of the
Entity”. A review of condensed interim financial information consists of making inquiries, primarily of
persons responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with
International Standards on Auditing and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be identified in an audit. Accordingly,
we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying condensed interim financial information as of and for the half year ended 30 June
2017 is not prepared, in all material respects, in accordance with approved accounting standards
as applicable in Pakistan for interim financial reporting.

Emphasis of matter

We draw attention to Note 6.1.1 to the condensed interim financial information which describes

the uncertainty regarding outcome of claims lodged by Central Power Purchasing Agency (CPPA),
which have been disputed by the company. Our conclusion is not qualified in respect of this matter.

PRy

RIAZ AHMAD & COMPANY
Chartered Accountants

Name of engagement partner:
Mubashar Mehmood

Lahore: August 15, 2016
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CONDENSED INTERIM BALANCE SHEET

As at 30 June 2017

Un-audited Audited
30 June 31 December
Note 2017 2016

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

400,000,000 (31 December 2016: 400,000,000)
ordinary shares of Rupees 10 each 4,000,000 4,000,000

Issued, subscribed and paid-up share capital
372,081,591 (31 December 2016: 372,081,591)

ordinary shares of Rupees 10 each 3,720,816 3,720,816
Capital reserve 116,959 116,959
Revenue reserve - Un-appropriated profit 11,469,905 11,196,602
Total equity 15,307,680 15,034,377
LIABILITIES

NON-CURRENT LIABILITY
Long-term finance - secured 5 557,281 780,194

CURRENT LIABILITIES

Trade and other payables 1,403,404 1,521,863
Accrued mark-up / profit 120,333 87,211
Short-term borrowings 9,452,915 7,249,291
Current portion of long-term finance 5 445,825 445,825

11,422,477 9,304,190

Total liabilities 11,979,758 10,084,384
CONTINGENCIES AND COMMITMENTS 6
TOTAL EQUITY AND LIABILITIES 27,287,438 25,118,761

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

Q#m«j‘»w ) M
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Un-audited Audited
30 June 31 December
Note 2017 2016
(Rupees in thousand)

ASSETS

NON-CURRENT ASSETS

Property, plant and equipment 7 8,967,642 9,369,818
Long-term investment - 842
Long-term security deposit 300 300
8,967,942 9,370,960
CURRENT ASSETS
Stores, spare parts and other consumables 858,774 836,954
Fuel stock 405,662 319,573
Trade debts 14,146,110 11,634,502
Advances and short-term prepayment 346,226 349,090
Other receivables 325,588 293,319
Sales tax recoverable 2,097,622 1,723,285
Cash and bank balances 139,614 591,078

18,319,496 15,747,801

TOTAL ASSETS 27,287,438 25,118,761

 II'S)
DIRECTOR
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CONDENSED INTERIM PROFIT AND LOSS ACCOUNT
FOR THE HALF YEAR ENDED 30 JUNE 2017 (UN-AUDITED)

Half Year Ended Quarter Ended
30 June 30 June 30 June 30 June
Note 2017 2016 2017 2016
(Rupees in thousand) (Rupees in thousand)

REVENUE 10,510,277 7,367,627 5,656,271 4,426,107
COST OF SALES 8 (9,433,761)  (6,874,634) (5,133,129)  (3,866,363)
GROSS PROFIT 1,076,516 492,993 523,142 559,744
ADMINISTRATIVE EXPENSES (97,268) (93,849) (46,819) (45,365)
OTHER EXPENSES (11,649) (1,039) (11,110) (546)
OTHER INCOME 5,255 1,306 1,584 728
PROFIT FROM OPERATIONS 972,854 399,411 466,797 514,561
FINANCE COST (327,469) (300,715) (176,744) (167,615)
SHARE OF LOSS FROM
ASSOCIATED COMPANY - (74) - (74)
PROFIT BEFORE TAXATION 645,385 98,622 290,053 346,872
TAXATION - - - -
PROFIT AFTER TAXATION 645,385 98,622 290,053 346,872
OTHER COMPREHENSIVE INCOME - - - -
TOTAL COMPREHENSIVE INCOME

FOR THE PERIOD 645,385 98,622 290,053 346,872
EARNINGS PER SHARE - BASIC

AND DILUTED (RUPEES) 1.73 0.27 0.78 0.94

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

QJ‘\KWTNV [ 1)
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CONDENSED INTERIM CASH FLOW STATEMENT
FOR THE HALF YEAR ENDED 30 JUNE 2017 (UN-AUDITED)

Half Year Ended
30 June 30 June
Note 2017 2016
(Rupees in thousand)

CASH FLOWS FROM OPERATING ACTIVITIES

Cash utilized in operations 9 (1,756,345) (2,353,786)
Finance cost paid (294,347) (260,577)
Interest income received 4,409 466
Income tax paid (5,505) (6,747)
Gratuity paid (5,917) (5,872)
Net cash used in operating activities (2,057,705) (2,626,516)

CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditure on property, plant and equipment (6,559) (162,844)

Net cash used in investing activities (6,559) (162,844)

CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of long term finance (222,913) (222,913)
Dividend paid (367,911) (370,835)
Net cash used in financing activities (590,824) (593,748)
Net decrease in cash and cash equivalents (2,655,088) (3,383,108)
Cash and cash equivalents at beginning of the period (6,658,213) (5,080,056)
Cash and cash equivalents at end of the period (9,313,301) (8,463,164)

CASH AND CASH EQUIVALENTS

Cash in hand 110 285
Cash at banks 139,504 12,879
Short-term borrowings (9,452,915) (8,476,328)

(9,313,301) (8,463,164)

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

QJMWTM § M %‘YQ—@

CHIEF EXECUTIVE DIRECTOR
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CONDENSED INTERIM STATEMENT OF

CHANGES IN EQUITY
FOR THE HALF YEAR ENDED 30 JUNE 2017 (UN-AUDITED)

RESERVES
SHARE Capital Revenue
Retained Un- TOTAL
CAPITAL EQUITY
payments appropriated
reserve profit
(m====mmmmmm Rupees in thousand - - - - - - - -- - - )

Balance as at 31 December 2015 - audited 3,720,816 116,959 11,423,876 15,261,651

Transaction with owners - Final dividend for the year
ended 31 December 2015 @ Rupee 1 per share - - (872,082)  (372,082)

Profit for the half year ended 30 June 2016 - - 98,622 98,622
Other comprehensive income for the half year

ended 30 June 2016 - - - -
Total comprehensive Income for the half year

ended 30 June 2016 - - 98,622 98,622

Balance as at 30 June 2016 - un-audited 3,720,816 116,959 11,150,416 14,988,191

Transaction with owners - Interim dividend
for the year ended 31 December 2016
@ Rupee 1 per share - - (872,082)  (372,082)

Profit for the half year ended
31 December 2016 - - 418,268 418,268
Other comprehensive income for the half year
ended 31 December 2016 - - - -

Total comprehensive income for the half year
ended 31 December 2016 - - 418,268 418,268

Balance as at 31 December 2016 - audited 3,720,816 116,959 11,196,602 15,034,377

Transaction with owners - Final dividend for
the year ended 31 December 2016 @
Rupee 1 per share - - (872,082)  (372,082)

Profit for the half year ended 30 June 2017 - - 645,385 645,385
Other comprehensive income for the half year
ended 30 June 2017 - - - -

Total comprehensive income for the half year
ended 30 June 2017 - - 645,385 645,385

Balance as at 30 June 2017 - un-audited 3,720,816 116,959 11,469,905 15,307,680

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

QIWWTM § M o YD-"Q

CHIEF EXECUTIVE DIRECTOR
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SELECTED NOTES TO THE CONDENSED

INTERIM FINANCIAL INFORMATION
FOR THE HALF YEAR ENDED 30 JUNE 2017 (UN-AUDITED)

1. 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 Company’s
ordinary shares are listed on Pakistan Stock Exchange Limited. The principal activities of
the Company are to own, operate and maintain an oil fired power station (“the Complex”)
having gross capacity of 365 MW in Mehmood Kot, Muzaffargarh, Punjab, Pakistan.

2. BASIS OF PREPARATION

This condensed interim financial information is unaudited but subject to limited scope
review by the statutory auditors and is being submitted to shareholders as required by
section 245 of the repealed Companies Ordinance, 1984. This condensed interim financial
information of the Company for the half year ended 30 June 2017 has been prepared in
accordance with the requirements of International Accounting Standards (IAS) 34 “Interim
Financial Reporting” and provisions of and directives issued under the repealed Companies
Ordinance, 1984. In case where requirements differ, the provisions of or directives issued
under the repealed Companies Ordinance, 1984 have been followed. This condensed
interim financial information should be read in conjunction with the preceding audited annual
published financial statements of the Company for the year ended 31 December 2016.

The Companies Ordinance, 1984 has been repealed after the enactment of the Companies
Act, 2017 on 30 May 2017. SECP vide its Circular 17 of 2017 and its press release dated
20 July 2017 has clarified that the companies whose financial year, including quarterly
and other interim period, closes on or before 30 June 2017 shall prepare their financial
statements in accordance with the provisions of the repealed Companies Ordinance, 1984.
The Companies Act, 2017 requires enhanced disclosures about Companies Operations
and has also enhanced the definition of related parties.

3. ACCOUNTING POLICIES

The accounting policies and methods of computations adopted for the preparation of
this condensed interim financial information are same as applied in the preparation of the
preceding audited annual published financial statements of the Company for the year ended
31 December 2016.

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

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

During preparation of this condensed interim financial information, the significant judgments
made by the management in applying the Company’s accounting policies and key sources
of estimation and uncertainty were the same as those that applied in the preceding audited
annual published financial statements of the Company for the year ended 31 December
2016.
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Un-audited Audited
30 June 31 December
2017 2016
(Rupees in thousand)
5. LONG-TERM FINANCE - SECURED

Opening balance 1,226,019 1,671,844
Less: Repaid during the period / year 222,913 445,825
1,003,106 1,226,019

Less: Current portion shown under current liabilities 445,825 445,825
557,281 780,194

6.  CONTINGENCIES AND COMMITMENTS
6.1 Contingencies

There is no significant change in the status of contingencies disclosed in the preceding
audited annual published financial statements of the Company for the year ended 31
December 2016 except for the following:

6.1.1 Central Power Purchasing Agency (CPPA) has raised invoices for liquidated damages to
the Company from 11th to 19th (up to April 2017) 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 in making timely payments. Liquidated damages
invoiced to the Company amounts to Rupees 6,443 million (31 December 2016: Rupees
6,443 million). Out of these, the Company has accepted and paid Rupees 3,485.277 million
(831 December 2016: Rupees 3,485 million). The Company disputes and rejects balance
claims on account of liquidated damages that are raised by CPPA on the premise that its
failure to dispatch electricity was due to CPPA'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. 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. The Company is in the process of negotiation with CPPA to
settle the issue. The ultimate outcome of the matter cannot presently be determined, and
consequently, no provision for such liquidated damages has been made in this condensed
interim financial information.

6.1.2 During the period, CPPA issued a notice on 20 March 2017, disputing all the invoices of
the Company on the grounds that the Company was in default of its obligations under the
PPA and accordingly not eligible for the cost of working capital claimed and adjustment
on account of heat rate savings. The Company challanged the dispute notice in the
Honourable Lahore High Court (“the Court”). The Court issued a stay order restraining
CPPA from disputing any invoice of the Company. The management is of the view that
there are meritorious grounds available to defend the dispute notice and consequently, no
provision has been made in this condensed interim financial information.

6.2 Commitments
6.2.1 The Company has entered into a contract for a period of thirty years for purchase of fuel

from Pakistan State Oil Company Limited (PSO). Under the terms of Fuel Supply Agreement
(FSA), the Company is not required to buy any minimum quantity of fuel from PSO.
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Un-audited Audited
30 June 31 December
2017 2016
(Rupees in thousand)

6.2.2 Commitments in respect of letters of credit for
capital expenditure 71,190 43,832

6.2.3 Commitments in respect of other than
capital expenditure 13,466 279,302

7. PROPERTY, PLANT AND EQUIPMENT

Operating fixed assets (Note 7.1) 8,936,317 9,298,612
Capital work-in-progress (Note 7.2) 31,325 71,206

8,967,642 9,369,818

7.1 Operating fixed assets

Opening book value 9,298,612 9,223,337
Add: Cost of additions during the period /

year (Note 7.1.1) 46,440 923,988
Less: Book value of derecognitions during the

period / year (Note 7.1.2) 9,790 28,350
Less: Depreciation charged during the period / year 398,945 820,363
Closing book value 8,936,317 9,298,612

7.1.1 Cost of additions

Plant and machinery 46,384 920,993
Office equipment 47 1,186
Furniture and fittings - 595
Electric equipment and appliances 9 1,214

46,440 923,988

7.1.2 Book value of derecognitions

Plant and machinery

- Cost 19,211 64,660
- Less: Accumulated depreciation 9,421 36,310
9,790 28,350

7.2 Capital work-in-progress

Plant and machinery 31,325 71,206
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Un-audited Un-audited

Half Year Ended Quarter Ended
30 June 30 June 30 June 30 June
2017 2016 2017 2016
(Rupees in thousand) (Rupees in thousand)
8. COST OF SALES
Fuel cost 8,480,855 5,339,020 4,582,067 3,443,962
Operation and maintenance costs 331,304 199,770 235,932 118,843
Insurance 224,587 224,587 112,280 112,293
Depreciation 396,952 381,473 204,097 208,556
Liquidated damages to CPPA 63 729,784 61 (16,007)
Others - - (1,308) (1,284)
9,433,761 6,874,634 5,133,129 3,866,363
Un-audited
Half Year Ended
30 June 30 June
2017 2016

(Rupees in thousand)
9. CASH UTILIZED IN OPERATIONS

Profit before taxation 645,385 98,622

Adjustments for non-cash charges and other items:

Depreciation 398,945 383,307
Provision for gratuity 5,917 5,872
Loss on derecognition of operating fixed assets 9,790 -
Share of loss from associated company - 74
Impairment loss on long term investment in

associated company 842 -
Interest income (4,409) (466)
Finance cost 327,469 300,715
Cash flows from operating activities before

working capital changes 1,383,939 788,124

Working capital changes

(Increase) / decrease in current assets:

Stores, spare parts and other consumables (21,820) 3,734
Fuel stock (86,089) (27,608)
Trade debts (2,511,608) (3,374,199)
Advances and short-term prepayment 8,369 (424,552)
Other receivables (82,269) 245,648
Sales tax recoverable (874,237) (286,388)

(3,017,654) (3,863,365)
(Decrease) / increase in trade and other payables (122,630) 721,455

(1,756,345)  (2,353,786)
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10. TRANSACTIONS WITH RELATED PARTIES

Related parties of the Company comprise of associated companies and key management
personnel. The Company in the normal course of business carries out transactions with
these related parties. Detail of transactions with related parties are as follows:

(Un-audited) (Un-audited)
Half Year Ended Quarter Ended
30 June 30 June 30June 30 June
2017 2016 2017 2016
(Rupees in thousand) (Rupees in thousand)
Relationship with Nature of
the Company transaction
Associated Insurance premium 260,330 260,336 130,180 130,164
companies Share of expenses 181,002 169,276 94,982 82,210
Share of rental income 846 840 (250) 421
Rent expense 3,139 3,139 1,569 1,569
Flying services 33,395 27,338 19,689 13,665
Dividend 240,114 249,961 240,114 249,961
Boarding lodging services 317 - 317 -
Purchase of stores - 225 - 225
Markup paid 22,283 7,466 13,175 7,466
Loan obtained 1,000,000 1,000,000 1,000,000 1,000,000
Stores and spares
transferred to 4,026 1,182 4,026 1,182
Stores and spares
transferred from 19,521 3,370 19,521 3,370
Insurance claim - 2,996,833 - 2,996,833
Key management
personnel Remuneration 12,427 10,780 8,627 8,273
Un-audited Audited
30 June 31 December
2017 2016

(Rupees in thousand)
Period end balances:
Short term loan payable to associated company 1,000,000 656,500
10.1 The Company shares premises, employees and other common costs with its associated
company, Lalpir Power Limited on fifty-fifty basis in accordance with “Shared Facilities
Agreement”.
11.  EVENTS AFTER THE REPORTING PERIOD
The Board of Directors of the Company at their meeting held on 15 August, 2017 has
proposed cash dividend of Rupees 1/- per share. However, this event has been considered
as a non-adjusting event under International Accounting Standard (IAS) 10 ‘Events after

the Reporting Period” and has not been recognized in this condensed interim financial
information.
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12.  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 2016.

The carrying values of all financial assets and financial liabilities reflected in this condensed
interim financial information approximate their fair values.

13.  CORRESPONDING FIGURES

In order to comply with the requirements of International Accounting Standard 34 “Interim
Financial Reporting”, the condensed interim balance sheet 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 profit
and loss account, condensed interim cash flow statement 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 this condensed interim financial information.

14. DATE OF AUTHORISATION FOR ISSUE

This condensed interim financial information was authorized for issue on 15 August, 2017
by the Board of Directors of the Company.

15.  GENERAL

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