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ALTERN ENERGY LIMITED

VISION STATEMENT

To become a partner in the growth of economy by

providing affordable electricity.

MISSION STATEMENT

The Mission of Altern Energy Limited is to assume
leading role in the power industry by;

@ Ensuring long term growth of the company through competitive
and creative strategy,

Achieving the highest level of indigenization,

Preserving environmentally friendly outlook,

Creating an efficient and effective workforce,

Conducting Business as a good corporate citizen,

®@ ©@ @ @ ©

Developing strong long term relations with industry partners.
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ALTERN ENERGY LIMITED
DIRECTOR'S REPORT

We are pleased to present the annual report together with the audited financial statements of Altern Energy
Limited (‘the Company’) for the financial year ended June 30,2017.

GENERAL

The principal activities of the Company continue to be ownership, operation and maintenance of a 32 Mega
Watts gas based thermal power plant located near Fateh Jang, district Attock, Punjab, and sale of electricity
produced to its sole customer Central Power Purchasing Agency (Guarantee) Limited (‘CPPA-G’). The
Company's shares are listed on Pakistan Stock Exchange.

The Company owns 100% shares of Power Management Company (Pvt.) Limited which in turn holds
59.98% shares of Rousch (Pakistan) Power Limited (‘RPPL’). RPPL is an unlisted public company and an
independent power producer having a gross ISO capacity of 450 Mega Watts from its gas-fired combined
cycle thermal power plant, located near Sidhnai Barrage, Abdul Hakeem, District Khanewal, Punjab.

FINANCE

The Company has a Power Purchase Agreement ('PPA") with its sole customer, WAPDA for thirty years which
commenced from June 06, 2001. On May 9, 2017, the Company executed a Novation Agreement with
CPPA-G resulting in transfer of all the rights and obligations under PPA from WAPDA to CPPA-G.
Resultantly, WAPDA ceased to be a party to PPA and CPPA-G became a party in place of WAPDA assuming
all of WAPDA's rights and obligations thereunder. Furthermore, the Company signed amendments to
Government Guarantee and Implementation Agreement to reflect this change in PPA.

The Company's Gas Supply Agreement (‘GSA”) with Sui Northern Gas Pipelines Limited (‘SNGPL’) expired
on June 30, 2013. Thereafter, the Company has signed a supplemental deed dated March 17, 2014 with
SNGPL, whereby SNGPL has agreed to supply gas to the Company on as-and-when available basis till the
expiry of PPA on June 06, 2031. The Ministry of Petroleum and Natural Resources, empowered for Re-
liquefied natural gas (‘'RLNG") allocation by the Economic Co-ordination Committee ('ECC') of Cabinet ,
issued an allocation of 06 MMCFD of RLNG to the Company on April 28, 2017 and advised the Company
and SNGPL to negotiate a GSA. Currently, the Company, SNGPL and CPPA-G are in the process of
execution of an interim GSA for supply of RLNG. Under the interim GSA, RLNG will be supplied on 'as
available' basis till the execution of a long term GSA between the parties.

During the year under review, the Company's turnover was Rs. 1,625 million (2015-16: Rs. 1,606 million)
and operating costs were Rs. 1,387 million (2015-16: Rs. 1,398 million), resulting in gross profit of Rs. 238
million as against a gross profit of Rs. 208 million of last year. The current year's net profit includes dividend
from the subsidiary company amounting to Rs. 1,435 million. Without this dividend, the current year's net
profit would have been Rs. 198 million. The Company reported net profit of Rs. 1,633 million showing
earnings per share (EPS) of Rs. 4.49 as compared to corresponding year's net profit of Rs. 1,097 million and
earnings per share (EPS) of Rs. 3.02.

CPPA-G, the sole power purchaser of the Company, continues to delay payments due to circular debt which
has been affecting the liquidity position of your Company. Despite the delayed inflows from CPPA-G, the
Company has been able to manage the cashflows to meet all its obligations including debt-servicing and
operational payments.

The Company duly discharges its obligation to lenders as and when they become due. During the period, the
Company paid Rs. 103 million as the full and final repayment against outstanding sponsors' loan.

We expect that both Altern Energy Limited and its subsidiary Rousch (Pakistan) Power Limited will continue
to achieve highest levels of operational efficiency and performance in future. Your Company's consolidated
earnings for the year under review was Rs. 1,783 million resulting in EPS of Rs. 4.91 per share, as compared
to consolidated earnings of Rs. 2,301 million and EPS of Rs. 6.33 in the year ended June 30, 2016.

ANNUAL REPORT 2017 @



ALTERN ENERGY LIMITED

DIVIDEND DISTRIBUTION

On June 29, 2017, the Board of Directors declared and subsequently distributed interim dividend @ 40%
(Rs. 4 per ordinary share) to the shareholders of the Company.

OPERATIONS

The Company's operations were adversely affected due to partial / complete disconnections of gas by
SNGPL, caused by gas shortage in winter months. Despite reduced gas availability, the Company continues
to provide support to both CPPA-G and the Government of Pakistan through supply of power to meet the high
demand. During the year under view, the Company successfully dispatched 188 GWh (2015-16: 175 GWh) to
CPPA-G.

During the year, engines reaching 52,000 operating hours were overhauled including part replacement of
cylinder heads parts, replacement of one of main bearings and replacement of vibration dampers on 1 engine
and related maintenance of power assemblies. All other scheduled and preventive maintenance activities
were carried out in accordance with the Original Equipment Manufacturer (OEM) recommendations. We are
confident that all the engines and their auxilliary equipment are in sound condition for smooth and reliable
operations.

SUBSIDIARY'S REVIEW

During the year, your Company's subsidiary Rousch (Pakistan) Power Limited (‘RPPL’) has operated
smoothly and has posted profit of Rs.2,854 million (giving an earnings per share of Rs.3.31) as compared to
Rs. 3,881 million (earning per share of Rs.4.50) earned during the corresponding period of the last year. Profit
for the year was impacted due to Other Force Majeure Event (‘OFME’) of 26 days during the year due to gas
curtailment during January 2017.

The issue of overdue receivables from CPPA-G which is pending since long, continued to affect the liquidity
position of the company during the year. At the end of the year, out of the total receivable of Rs. 12,065
million, Rs.8,793 million were overdue.

During the year RPPL has refinanced its long term loans (NBP and Siemens Loan) with new facilities from
Standard Chartered Bank, UAE. Total long term debt outstanding at the end of year now amounts to Rs 6,743
million.

The Rousch power station generated 2,460 GWh of electricity during the year under review as compared to
2,971 GWh during the previous financial year. During the financial year, RPPL has paid Rs 395 million to
CPPA-G as its share of gas efficiency due to efficient plant operations.

RPPL has a PPA with CPPA-G for sale of electricity upto 2029. The plant was initially designed to operate
with residual furnace oil and was converted to gas fired facility in 2003 after allocation of 85 MMSCFD by the
Government for the period of twelve years under GSA with SNGPL till August 18,2015.

CPPA-G had raised invoices for liquidated damages to RPPL for the operating year starting from December
11,2012 to December 10, 2013 (after taking into account forced outage allowance stipulated under the terms
of PPA) on account of short supply of electricity by RPPL, which was due to cash flow constraints of RPPL as
a result of default by CPPA-G in making timely payments. Estimated amount of liquidated damages is not
expected to exceed Rs 1,587.733 million as at June 30, 2017 based on the best estimate of the management of
RPPL and invoice raised by CPPA-G.

RPPL disputes and rejects the claim on account of liquidated damages on the premise that its failure to
dispatch electricity was due to CPPA-G's non-payment of dues on timely basis to RPPL and consequential
inability of RPPL to make timely payments to its gas supplier that resulted in inadequate
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ALTERN ENERGY LIMITED

level of electricity production owing to curtailment / suspension of gas supply. In this regard, RPPL initiated
the expert adjudication under the dispute resolution procedures specified in the Power Purchase Agreement.
The case was decided by the expert in RPPL’s favour in August 2014. Decision of the expert is however not
legally binding on any party. The Off-taker, through its letter dated August 2, 2016, communicated to RPPL
that it will challenge the decision of the expert in arbitration proceedings. During the year CPPA-G gave the
proposal for Settlement of LDs dispute. Terms of settlement are to be signed in a proposed Settlement
Agreement.

Under the Settlement Agreement, the period of non-performance due to unavailability of gas shall be treated
as OFME by the CPPA-G. As aresult, RPPL will not be entitled to any CPP for this period from CPPA-Gand
CPPA-G will not levy any LDs on RPPL. By declaration of OFME, the PPA of RPPL will be extended by the
OFME period.

Settlement Agreement has been agreed by the respective Boards of CPPA-G and RPPL and is pending
approval of the ECC. Once it is approved, RPPL will refund the capacity payments already received which
pertainto 2013 LDs period. The event will be treated as OFME and PPA will be extended for 86 days.

Similarly, in January 2017, the SNGPL suspended the gas supplies for a period of 26 days, as a result CPPA-G
levied LDs amounting to Rs. 731 million. RPPL disputed this amount on the premise that it has already issued
an OFME notice to CPPA-G in January for a period of 26 days. The same period is also contemplated as
OFME in the proposed settlement agreement. Due to declaration of OFME, RPPL did not claim Capacity
Purchase Price from CPPA-G for the period of gas curtailment.

The Ministry of Petroleum and Natural Resources, empowered for RLNG allocation by ECC , issued an
allocation of 85 MMSCFD of RLNG to RPPL on firm basis on September 23, 2015 and advised RPPL and
SNGPL to negotiate a long term GSA on firm basis. While negotiations for the long term GSA are still in
process, ECC ofthe Cabinet approved interim GSA for supply of RLNG to RPPL upto June 2018 or signing of
a long-term GSA, whichever is earlier. The interim GSA was executed with CPPA-G and SNGPL in June
2017 which is effective from June 1, 2017. Under the interim GSA, RLNG will be supplied on 'as available'
basis, however, the non-supply of RLNG will be treated as 'Other Force Majeure' under the PPA.

On May 9, 2017, RPPL executed a Novation Agreement with WAPDA resulting in transfer of rights and
obligations from WAPDA to CPPA-G. Resultantly, WAPDA ceased be to a party to PPA and CPPA-G became
a party in place of WAPDA assuming all of WAPDA's rights and obligations thereunder. Furthermore,
subsequent to the year end, RPPL signed an amendment to Government Guarantee and Implementation
Agreement to reflect this change in the PPA.

During the year under review, Long Term Maintenance Services Agreement (LTMSA) and Operations and
Maintenance (O&M) contracts expired on December 31, 2016. These were further extended on same terms
and conditions for a period of six months i.e. upto June 30, 2017 in order to complete the HGPI which was
carried out in March - April 2017. RPPL renewed LTMSA with Siemens on June 29, 2017 and subsequent to
Balance Sheet date O&M contract with Descon Power Solutions (Pvt) Limited was signed. The term of both
contracts is till 2025. ESBI has agreed to sign a technical advisory agreement for six months upto December
31,2017.

FUTURE OUTLOOK

Ever increasing demand for power in our country has created a huge challenge for the Government as well as
private power sector companies. Ever depleting gas resources in Pakistan have put gas fired IPPs in particular
in a difficult situation. A step taken by Government by introducing RLNG in energy mix has provided a much
needed relief to the power sector specifically and industrial sector as a whole. During the year, 1st RLNG
terminal started delivering gas into the national system and it is hoped that gas supply situation will improve
further after the construction of new RLNG terminals. Improved influx of RLNG is expected in view of the
long term agreement between the Government of Pakistan and the Government of Qatar.
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QUALITY,HEALTH, SAFETY & ENVIRONMENT

QHSE is the Company's first and utmost priority. During the year under review, your company continued to
maintain satisfactory level of performance in Quality, Environment, and Health & Safety at the power plant.
Company has adopted corporate guidelines to ensure safety of people and equipment deployed at plant site.
Company has a proactive approach to achieve zero LTI (Lost Time Incident) and make endeavors to align
itself with Integrated Management System (ISO 9001, ISO 14001 & OHSAS 18001). Furthermore, as far as
environment protection is concerned, the Company is monitoring and complying with National
Environmental Quality Standard (NEQs) pertaining to air emissions and water effluents.

As of30th June 2017, the EHS statistics are as follows:

Hours Since Last LTI 210,817
LTI Frequency Rate 0
Restricted Work Incidents 0
Medical Treatment 1
First Aid Cases 5
Near Miss incidents 19
Incidents / Property Loss Cases 0
Good Catches 9
Emergency Response Plan Drills 2
Housekeeping Day 12
QEHS Trainings (Internal) 41
QEHS Trainings(External) 4
Health Surveillance of all Staff 1

CORPORATE GOVERNANCE

The Company's Directors and management are fully cognizant of their responsibility as required by
provisions of the Companies Act, 2017 and Code of Corporate Governance as incorporated in listing
regulations of Pakistan Stock Exchange as updated from time to time. The Company has adopted best
practices of Corporate Governance by ensuring a strong sense of business principles and high standards for
compliance in conduct of business.

Composition of the Board of Directors

The Board consists of seven (7) Directors including the Chief Executive Officer, effectively representing the
interest of the Shareholders. There is (1) one independent Director, five (5) non-executive Directors and one
Executive Director (being the CEO), serving on the Board.

Meetings of the Board

The Board is legally required to meet at least once every quarter to monitor the Company's performance
aimed at effective and timely accountability of its management. The decisions made by the Board during the
meetings were minuted, and were duly circulated to all the Directors with in the timeline as determined by the
Code of Corporate Governance for endorsement and were approved in the following Board meetings. All
meetings of the Board were held in compliance with required quorum attendance prescribed by the Code of
Corporate Governance. The Chief Financial Officer & Secretary of the Company also attended all Board
meetings.

During the year, seven (07) Meetings of the Board of Directors were held. Attendance of these Meetings is as
follows:

@ ANNUAL REPORT 2017



o

ALTERN ENERGY LIMITED

Name of Director Meetings Attended Remarks

Leave for absence was granted in 1
Mr. Abdul Razak Dawood 6/7 meeting

Leave for absence was granted in 1
Mr. Taimur Dawood 6/7 meeting
Mr. Fazal Hussain Asim 7/
Mr. Farooq Nazir 7/7
Mr. Shah Muhammad Chaudhry 7/17
Syed Ali Nazir Kazmi 3/3

Leave for absence was granted in 2
Syed Rizwan Ali Shah 5/7 meetings

Leave for absence was granted in 3
Mr. Khalid Salman Khan 1/4 meetings

Leave for absence was granted in 3
Mohammad Saleh AlShaikh 0/3 meetings

Changes to the Board

During the year, the number of Directors were reduced from eight (8) to seven (7) by the Board of Directors of
the Company. Syed Ali Nazir Kazmi and Mr. Mohammad Saleh AlShaikh resigned from the position of
Director of the Company and Mr. Khalid Salman Khan was appointed as Director of the Company.

Directors Statement

Asrequired by the Code of Corporate Governance, the Directors are pleased to report the following:

The financial statements, prepared by the management of the Company, present fairly its state of
affairs, the results of its operations, cashflows and changes in equity.

Proper books of account of the Company have been maintained.

Appropriate accounting policies have been consistently applied in preparation of financial
statements and accounting estimates are based on reasonable and prudent judgment.

International Financial Reporting Standards (IFRS), as applicable in Pakistan, have been followed in
preparation of financial statements and any departure therefrom has been adequately disclosed.

The system of internal control is sound in design and has been effectively implemented and
monitored.

The Board acknowledges and exercises its responsibility for implementation of adequate internal
financial controls.

There are no doubts on the Company's ability to continue as a going concern.

There has been no material departure from the best practices of corporate governance as detailed in
the listing regulations.

The key operating and financial data of last six years is attached to the report.

Directors' Training

The Company has already met the criteria of training programs for its directors under the Code of Corporate
Governance. Therefore, no such training program was conducted during the year.
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Social Investment

The Company continues to focus on Corporate Social Responsibilities. The Company recognizes the
importance of being a good corporate citizen in conducting its business as well as delivering its obligations in
social wellbeing of'its staff and community.

Pattern of Shareholding

The pattern of shareholding as at June 30, 2017 and related additional information is attached herewith. No
trading in Company's share was carried out by the Directors, CEO, CFO, Company Secretary and their
spouses including minor children, except of those that have been duly reported as per law.

Auditors

The present auditors M/S A. F. Ferguson & Co. Chartered Accountants have retired, and being eligible have
offered themselves for re-appointment. The Audit Committee has recommended the appointment of M/S A.
F. Ferguson & Co. Chartered Accountants as auditors of the Company for the year ending June 30,2018.
Acknowledgement

The Board of Directors would like to place on record its gratitude to its valuable shareholders, Government
functionaries, SNGPL, CPPA-G and banks for their cooperation, continued support and patronage.

The Board also appreciates the contribution made by the executives, staff and workers for efficient operations

of'the Company.

For and on behalf the Board

B

Lahore Taimur Dawood
September 29, 2017 Chief Executive
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ALTERN ENERGY LIMITED

STATEMENT OF COMPLIANCE WITH THE CODE OF CORPORATE GOVERNANCE

Altern Energy Limited
For year ended June 30,2017

This statement is being presented to comply with the Code of Corporate Governance (the “Code”) contained
in the Listing Regulation No. 35 of listing regulations of Pakistan Stock Exchange Limited for the purpose of
establishing a framework of good governance, whereby a listed company is managed in compliance with the
best practices of corporate governance.

The Company has applied the principles contained in the Code in the following manner:

1. The Company encourages the representation of independent non-executive directors and directors
representing minority interests on its board of directors. At present the board includes:
Category Names
Independent Director Syed Rizwan Ali Shah
Executive Director Mr. Taimur Dawood
Non-Executive Directors Mr. Abdul Razak Dawood

Mr. Farooq Nazir

Mr. Fazal Hussain Asim

Mr. Shah Muhammad Chaudhary
Mr. Khalid Salman Khan

The independent director meets the criteria of independence under clause 5.19.1(b) of the Code.

2. The directors have confirmed that none of them is serving as a director on more than seven listed
companies, including this Company (excluding the listed subsidiaries of listed holding company,
where applicable).

3. All the resident directors of the Company are registered as taxpayers and none of them has defaulted

in payment of any loan to a banking company, a DFI or an NBFI, or being a member of a stock
exchange, has been declared as defaulter by that stock exchange.

4. No casual vacancies occurred on the Board of Directors during the year.

5. The Company has prepared a “Statement of Ethics and Business Practices” and has ensured that
appropriate steps have been taken to disseminate it throughout the Company along with its
supporting policies and procedures.

6. The board has developed a vision/mission statement, overall corporate strategy and significant
policies of the Company. A complete record of particulars of significant policies along with the dates
on which they were approved or amended has been maintained.

7. All the powers of the board have been duly exercised and decisions on material transactions,
including appointment and determination of remuneration and terms and conditions of employment
ofthe CEO and other executive directors have been taken by the board/shareholders.

8. The meetings of the board were presided over by the Chairman and, in his absence, by a director
elected by the board for this purpose. The board met at least once in every quarter. Written notices of
the board meetings, along with agenda and working papers were circulated at least seven days before
the meetings. The minutes of the meetings were appropriately recorded and circulated.
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9.

10.

11.

12.

13.

14.
15.

16.

17.

18.

19.

20.

21.

22.

23.

The Company has already met the criteria of training programs for its directors under the Code.
Therefore, no such training program was conducted during the year.

During the period, there is no replacement of CFO, Company Secretary, and Head of Internal Audit of
the Company.

The director's report for this year has been prepared in compliance with the requirements of the Code
and fully describes the salient matters required to be disclosed.

The financial statements of the Company were duly endorsed by CEO and CFO before approval of
the board.

The directors, CEO and executives do not hold any interest in the shares of the Company other than
that disclosed in the pattern of shareholding.

The Company has complied with all the corporate and financial reporting requirements of the Code.

The board has formed an audit committee. It comprises of four members which includes an
independent director. All members of audit committee are non-executive directors, including the
Chairman.

The meetings of the audit committee were held at least once every quarter prior to approval of interim
and final results of the Company as required by the Code. The terms of reference of the committee
have been formed and advised to the committee for compliance.

The Board has formed a Human Resource & Remuneration Committee. It comprises of three
members. All members of Human Resource & Remuneration Committee are non-executive
directors, including the Chairman.

The Board has out sourced the internal audit function to M/s Horwath Hussain Chaudhry &
Company, Chartered Accountants who are considered suitably qualified and experienced for the
purpose and are conversant with the policies and procedures of the company.

The statutory auditors of the Company have confirmed that they have been given a satisfactory rating
under the quality control review programme of the ICAP, that they or any of the partners of the firm,
their spouses and minor children do not hold shares of the Company and that the firm and all its
partners are in compliance with International Federation of Accountants (IFAC) guidelines on code
ofethics as adopted by ICAP.

The statutory auditors or the persons associated with them have not been appointed to provide other
services except in accordance with the listing regulations and the auditors have confirmed that they
have observed IFAC guidelines in this regard.

The 'closed period' prior to the announcement of interim/final results and business decisions which
may materially affect the market price of Company's securities, was determined and intimated to
directors, employees and stock exchange.

Material/price sensitive information has been disseminated among all market participants at once
through stock exchange.

We confirm that all other material principles enshrined in the Code have been complied with.

For and behalf of the Board of Directors

)

Lahore: Taimur Dawood
September 29, 2017 Chief Executive Officer
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ALTERN ENERGY LIMITED

REVIEW REPORT TO THE MEMBERS ON THE STATEMENT OF
COMPLIANCE WITH THE CODE OF CORPORATE GOVERNANCE

We have reviewed the enclosed Statement of Compliance with the best practices contained in the Code of
Corporate Governance (the 'Code') prepared by the Board of Directors of Altern Energy Limited (the
'Company") for the year ended June 30, 2017 to comply with the requirements of Listing Regulation No. 5.19
of Pakistan Stock Exchange Limited, where the Company is listed.

The responsibility for compliance with the Code is that of the Board of Directors of the Company. Our
responsibility is to review, to the extent where such compliance can be objectively verified, whether the
Statement of Compliance reflects the status of the Company's compliance with the provisions of the Code and
report if it does not and to highlight any non-compliance with the requirements of the Code. A review is
limited primarily to inquiries of the Company's personnel and review of various documents prepared by the
Company to comply with the Code.

As apart of our audit of the financial statements we are required to obtain an understanding of the accounting
and internal control systems sufficient to plan the audit and develop an effective audit approach. We are not
required to consider whether the Board of Directors' statement on internal control covers all risks and controls
or to form an opinion on the effectiveness of such internal controls, the Company's corporate governance
procedures and risks.

The Code requires the Company to place before the Audit Committee, and upon recommendation of the Audit
Committee, place before the Board of Directors for their review and approval its related party transactions
distinguishing between transactions carried out on terms equivalent to those that prevail in arm's length
transactions and transactions which are not executed at arm's length price and recording proper justification
for using such alternate pricing mechanism. We are only required and have ensured compliance of this
requirement to the extent of the approval of the related party transactions by the Board of Directors upon
recommendation of the Audit Committee, We have not carried out any procedures to determine whether the
related party transactions were undertaken at arm's length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of
Compliance does not appropriately reflect the Company's compliance, in all material respects, with the best
practices contained in the Code as applicable to the Company for the year ended June 30,2017.

A.F. Ferguson & Co.
A

CHartered Accountants
Lahore,
Engagement Partner: Muhammad Masood Date: September 29, 2017
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AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of Altern Energy Limited (the 'Company') as at June 30, 2017
and the related profit and loss account, statement of comprehensive income, cash flow statement and
statement of changes in equity and together with the notes forming part thereof, for the year then ended and
we state that we have obtained all the information and explanations which, to the best of our knowledge and
belief, were necessary for the purposes of our audit.

It is the responsibility of the Company's management to establish and maintain a system of internal control,
and prepare and present the above said statements in conformity with the approved accounting standards
and the requirements of the Companies Ordinance, 1984. Our responsibility is to express an opinion on
these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
above said statements are free of any material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the above said statements. An audit also includes
assessing the accounting policies and significant estimates made by management, as well as, evaluating the
overall presentation of the above said statements. We believe that our audit provides a reasonable basis for
our opinion and, after due verification, we report that:

(a) in our opinion, proper books of account have been kept by the Company as required by the
Companies Ordinance, 1984;

(b) in our opinion:

(i)  thebalance sheet and profit and loss account together with the notes thereon have been drawn up in
conformity with the Companies Ordinance, 1984, and are in agreement with the books of account
and are further in accordance with accounting policies consistently applied;

(i1) theexpenditure incurred during the year was for the purpose of the Company's business; and

(iii) the business conducted, investments made and the expenditure incurred during the year were in
accordance with the objects of the Company;

() in our opinion and to the best of our information and according to the explanations given to us, the
balance sheet, profit and loss account, statement of comprehensive income, cash flow statement
and statement of changes in equity together with the notes forming part thereof conform with
approved accounting standards as applicable in Pakistan, and, give the information required by the
Companies Ordinance, 1984, in the manner so required and respectively give a true and fair view
of the state of the Company's affairs as at June 30,2017 and of the profit, total comprehensive
income, its cash flows and changes in equity and for the year then ended; and
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(d) In our opinion, Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of
1980), was deducted by the Company and deposited in the Central Zakat Fund established under
Section 7 of that Ordinance.

ALF. Ferguson & Co.
A

CHhartered Accountants
Lahore,
Engagement Partner: Muhammad Masood Date: September 29, 2017
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BALANCE SHEET

Note 2017 2016

(Rupees in thousand)
EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES
Authorised share capital

400,000,000 (2016: 400,000,000)
ordinary shares of Rs 10 each 4,000,000 4,000,000

Issued, subscribed and paid up share capital
363,380,000 (2016: 363,380,000)

ordinary shares of Rs 10 each 5 3,633,800 3,633,800
Capital reserve : Share premium 41,660 41,660
Revenue reserve: Un-appropriated profit 1,079,514 900,314

4,754,974 4,575,774

NON-CURRENT LIABILITIES

Sponsors' loan - unsecured 6 - -
Long term financing- unsecured 7 - -
Deferred liabilities 8 3,402 2,637
3,402 2,637
CURRENT LIABILITIES
Current portion of loans-unsecured 6&7 94,851 194,193
Trade and other payables 9 173,943 220,843
Short term borrowings-secured 10 - -
Dividend payable 11 1,453,520 846,675
Markup accrued 12 10,732 10,778
1,733,046 1,272,489
CONTINGENCIES AND COMMITMENTS 13
6,491,422 5,850,900
The annexed notes 1 to 41 form an integral part of these financial statements.
= Bt Ao
Chief Executive Chief Financial Officer Director
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AS AT JUNE 30, 2017

ASSETS

NON-CURRENT ASSETS

Property, plant and equipment
Intangible assets

Long term investment

Long term deposit

CURRENT ASSETS

Stores and spares

Trade debts - secured

Advances, deposits, prepayments and
other receivables

Dividend receivable

Income tax recoverable

Cash and bank balances

B

Chief Executive

Note

14
15
16
17

18
19

20
21
22
23

/

e

Chief Financitl Officer

2017

2016

(Rupees in thousand)

741,536 790,622
1,955 3,800
3,204,510 3,204,510
38 38
3,948,039 3,998,970
112,468 75,635
800,155 651,358
112,849 87,713
1,435,108 951,739
34,232 33,729
48,571 51,756
2,543,383 1,851,930
6,491,422 5,850,900

Pt

Director
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ALTERN ENERGY LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2017

Note

Revenue-net 24
Direct costs 25
Gross profit
Administrative expenses 26
Other income 27
Finance cost 28
Profit before taxation
Taxation 29
Profit after taxation
Earnings per share - basic

and diluted (Rupees) 36

The annexed notes 1 to 41 form an integral part of these financial statements.

3.0 5 hager
Chief Executive Chief Financanl Officer

2017 2016
(Rupees in thousand)

1,624,556 1,605,936
(1,386,609) (1,398,141)
237,947 207,795
(33,169) (30,821)
1,438,342 965,215
1,643,120 1,142,189
(10,801) (46,919)
1,632,319 1,095,270
401 2,042
1,632,720 1,097,312
4.49 3.02

Pt

Director
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ALTERN ENERGY LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2017

Profit for the year
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 year

The annexed notes 1 to 41 form an integral part of these financial statements.

3.0 5 hager
Chief Executive Chief Financanl Officer

2017 2016
(Rupees in thousand)

1,632,720 1,097,312

1,632,720 1,097,312

Pt

Director
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ALTERN ENERGY LIMITED

CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2017

2017 2016
Note (Rupees in thousand)

Cash flows from operating activities
Cash generated from operations 30 16,227 25,056
Finance costs paid (7,454) (40,972)
Income taxes paid (102) (456)
Net cash inflow/(outflow) from operating activities 8,671 (16,372)
Cash flows from investing activities
Fixed capital expenditure (14,106) (12,838)
Dividend received 951,739 -
Proceeds from disposal of operating fixed assets 54 -
Profit on bank deposits received 1,022 3,144
Net cash inflow / (outflow) from investing activities 938,709 (9,694)
Cash flows from financing activities
Repayment of sponsor's loan-unsecured (103,235) (184,036)
Repayment of long term financing-unsecured - (7,245)
Dividend paid (847,330) -
Net cash outflow from financing activities (950,565) (191,281)
Net decrease in cash and cash equivalents (3,185) (217,347)
Cash and cash equivalents at the beginning of the year 51,756 269,103
Cash and cash equivalents at the end of the year 31 48,571 51,756
The annexed notes 1 to 41 form an integral part of these financial statements.

= Ba At
Chief Executive Chief Financial Officer Director
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ALTERN ENERGY LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2017

Capital reserve: Revenue reserve:
Share Share Un-appropriated
capital premium profit Total
(Rupees in thousand)

Balance as on July 1, 2015 3,633,800 41,660 649,677 4,325,137
Profit for the year - - 1,097,312 1,097,312
Other comprehensive income for the year - - - -
Total comprehensive income for the year - - 1,097,312 1,097,312
Total contributions by and distributions to
owners of the Company recognised directly in equity
Dividend to equity holders of the Company:
Interim dividend for the year ended June 30, 2016

Rs 2.33 per ordinary share - - (846,675) (846,675)
Balance as on June 30, 2016 3,633,800 41,660 900,314 4,575,774
Profit for the year - - 1,632,720 1,632,720
Other comprehensive income for the year - - - -
Total comprehensive income for the year - - 1,632,720 1,632,720
Total contributions by and distributions to
owners of the Company recognised directly in equity
Dividend to equity holders of the Company:
Interim dividend for the year ended June 30, 2017

Rs 4.00 per ordinary share - - (1,453,520) (1,453,520)
Balance as on June 30, 2017 3,633,800 41,660 1,079,514 4,754,974

The annexed notes 1 to 41 form an integral part of these financial statements.

U/

B e

Chief Executive Chief Financiu\l Officer

Pcaand

Director
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ALTERN ENERGY LIMITED

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

1 Legal status and nature of business

Altern Energy Limited (the 'Company') is a public limited company incorporated in Pakistan on January 17, 1995
under the Companies Ordinance, 1984 (now the Companies Act, 2017 and hereinafter referred to as the 'Act').
The Company is a subsidiary of Descon Engineering Limited. The Company's ordinary shares are listed on the
Pakistan Stock Exchange Limited. The principal objective of the Company is to generate and supply electric power
to Water and Power development Authority (WAPDA) from its thermal power plant having a gross capacity of 32
Mega Watts (2016: 32 Mega Watts). The Company commenced its commercial operations on June 6, 2001. The
registered office of the Company is situated at Descon Headquarters, 18 km, Ferozepur Road, Lahore.

The Company has a Power Purchase Agreement ('PPA') with its sole customer, WAPDA for thirty years which
commenced from June 06, 2001. On May 9, 2017 the Company executed Novation Agreement with Central Power
Purchasing Agency (Guarantee) Limited (CPPA-G) resulting in transfer of all the rights and obligations under PPA
from WAPDA to CPPA-G. Resultantly, WAPDA ceased to be a party to PPA and CPPA-G became a party in place
of WAPDA assuming all of WAPDA’s rights and obligations thereunder. Furthermore, the Company signed
amendments to Government Guarantee and Implementation Agreement to reflect this change in PPA.

Company's Gas Supply Agreement (GSA) with Sui Northern Gas Pipelines Limited (SNGPL) expired on June 30,
2013. Thereafter, the Company has signed a supplemental deed dated March 17, 2014 with SNGPL, whereby
SNGPL has agreed to supply gas to the Company on as-and-when available basis till the expiry of PPA on June 06,
2031. The Ministry of Petroleum and Natural Resources, empowered for Re-liquified natural gas ('RLNG')
allocation by the Economic Co-ordination Committee ('ECC') of Cabinet , issued an allocation of 06 MMCFD of
RLNG to the Company on April 28, 2017 and advised the Company and SNGPL to negotiate a GSA. Currently, the
Company, SNGPL and CPPA-G are in the process of execution of an interim GSA for supply of RLNG. Under the
interim GSA, RLNG will be supplied on 'as available' basis till the execution of a long term GSA between the
parties.

Basis of Preparation

2.1 These financial statements have been prepared in accordance with approved accounting standards as
applicable in Pakistan. During the year, the Companies Ordinance, 1984 (hereinafter referred to as
the 'Ordinance') has been repealed after the enactment of the Act. However, as allowed by the
Securities and Exchange Commission of Pakistan ('SECP') vide Circular No. CLD/CCD/PR(11)/2017
dated July 20, 2017 and further clarified through its press release dated July 20, 2017, companies
whose financial year closes on or before June 30, 2017, shall prepare financial statements in
accordance with the provisions of the repealed Ordinance. Accordingly, these financial statements
have been prepared in accordance with the requirements of the International Financial Reporting
Standards ('[FRSs') issued by the International Accounting Standards Board ('IASB') as are notified
under the repealed Ordinance, provisions of and directives issued under the repealed Ordinance.
Wherever the requirements of the repealed Ordinance or directives issued by SECP differ with the
requirements of IFRSs, the requirements of the repealed Ordinance or the requirements of the said
directives prevail.

2.2 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:

2.2.1 Standards, amendments to published standards and interpretations that are effective in the current year

Certain standards, amendments and interpretations to approved accounting standards are effective for
accounting periods beginning on July 01, 2016 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 financial statements, except for the
following:
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-International Accounting Standard ('[AS') 1, 'Presentation of financial statements’ (Amendment). The
amendments provide clarifications on a number of issues, including:

- Materiality — an entity should not aggregate or disaggregate information in a manner that obscures
useful information. Where items are material, sufficient information must be provided to explain the
impact on the financial position or performance.

- Disaggregation and subtotals — line items specified in IAS 1 may need to be disaggregated where
this is relevant to an understanding of the entity’s financial position or performance. There is also new
guidance on the use of subtotals.

- Notes — confirmation that the notes do not need to be presented in a particular order.

- Other comprehensive income arising from investments accounted for under the equity method — the
share of other comprehensive income arising from equity-accounted investments is grouped based on
whether the items will or will not subsequently be reclassified to profit or loss. Each group should then
be presented as a single line item in the statement of other comprehensive income.

- IAS 16 (Amendment), 'Property, plant and equipment'. The amendment to IAS 16 clarifies that the use
of revenue-based methods to calculate the depreciation of an asset is not appropriate because revenue
generated by an activity that includes the use of an asset generally reflects factors other than the
consumption of the economic benefits embodied in the asset. The company's current accounting
treatment is already in line with the requirement of this standard.

2.2.2 Exemption from applicability of certain interpretations to standards

SECP through SRO 24(1)/2012 dated January 16, 2012, has exempted the application of International
Financial Reporting Interpretations Committee (IFRIC) 4 'Determining whether an Arrangement
contains a Lease' to all companies. However, the SECP made it mandatory to disclose the impact of the
application of IFRIC 4 on the results of the companies. This interpretation provides guidance on
determining whether arrangements that do not take the legal form of a lease should, nonetheless, be
accounted for as a lease in accordance with IAS 17, 'Leases'.

Consequently, the Company is not required to account for a portion of its PPA with CPPA-G as a lease
under IAS - 17. If the Company were to follow IFRIC - 4 and IAS - 17, the effect on the financial
statements would be as follows:

2017 2016

(Rupees in thousand)

De-recognition of property, plant and equipment 737,670 785,621
Recognition of lease debtor 430,985 457,501
Decrease in un-appropriated profit at the beginning of the year (326,932) (346,845)
Increase in profit for the year 20,246 19,913
Decrease in un-appropriated profit at the end of the year (306,686) (326,932)

The present value of cash flows (receivables) has been estimated considering applicable degradation
over the project life, indexation mechanism available under Power Purchase Agreement (PPA), cost
incidental to make the plant available for dispatch to off-taker (CPPA-G) and sponsor's return in the
Financial model.
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ALTERN ENERGY LIMITED

2.2.3.Standards, amendments and interpretations to existing standards that are not yet effective

and have not been early adopted by the Company

There are certain standards, amendments to the approved accounting standards and interpretations
that are mandatory for companies having accounting periods beginning on or after July 1, 2017 but
are considered not to be relevant or to have any significant effect on the company's operations and
are, therefore, not detailed in these financial statements, except for the following:

- IFRS 9, ‘Financial instruments’ (effective for periods beginning on or after January 1, 2018). This
standard is yet to be notified by the SECP. This standard replaces the guidance in IAS 39, 'Financial
instruments: Recognition and measurement'. It includes requirements on the classification and
measurement of financial assets and liabilities; it also includes an expected credit losses model that
replaces the current incurred loss impairment model. The company is yet to assess the full impact
of the standard.

- IFRS 15, ‘Revenue from contracts with customers’ (effective for periods beginning on or after
January 1, 2018). This standard is yet to be notified by the SECP. This standard deals with revenue
recognition and establishes principles for reporting useful information to users of the financial
statements about the nature, amount, timing and uncertainty of revenue and cash flows arising from
an entity’s contracts with customers. Revenue is recognised when a customer obtains control of a
good or service and thus has the ability to direct the use and obtain the benefits from the good or
service. The standard replaces IAS 18, ‘Revenue’, and IAS 11, ‘Construction contracts’, and related
interpretations. The company is yet to assess the full impact of the standard.

- IFRIC 22, ‘Foreign currency transactions and advance consideration’ (effective for periods
beginning on or after January 1, 2018). This IFRIC addresses foreign currency transactions or parts
of transactions where there is consideration that is denominated or priced in a foreign currency. The
interpretation provides guidance for when a single payment/receipt is made as well as for situations
where multiple payments/receipts are made. The guidance aims to reduce diversity in practice. It is
unlikely that the interpretation will have any significant impact on the company’s financial
statements.

3. Basis of measurement

3.1.

3.2

(@)

These financial statements have been prepared on the basis of historical cost convention except
exchange differences capitalized as part of the cost of relevant assets referred to in note 14.1.3.

The Company's significant accounting policies are stated in note 4. Not all of these significant
policies require the management to make difficult, subjective or complex judgments or
estimates. The following is intended to provide an understanding of the policies the
management considers critical because of the complexity, judgment of estimation involved in
their application and their impact on these financial statements. Estimates and judgments are
continually evaluated and are based on historical experience, including expectations of future
events that are believed to be reasonable under the circumstances. These judgments involve
assumptions or estimates in respect of future events and the actual results may differ from these
estimates. The areas involving a higher degree of judgments or complexity or areas where
assumptions and estimates are significant to the financial statements are as follows:

Provision for taxation

The Company takes into account the current income tax law and the decisions taken by appelate
authorities. Instances where the Company’s view differs from the view taken by the income tax
department at the assessment stage and where the Company considers that its views on items of
material nature is in accordance with the law, the amounts are shown as contingent liabilities.
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(b)

Useful lives and residual values of property, plant and equipment

The Company reviews the useful lives of property, plant and equipment on regular basis. Any change
in estimates in future years might affect the carrying amounts of the respective items of property,
plant and equipment with a corresponding effect on the depreciation charge and impairment.

4. Significant accounting policies

The significant accounting policies adopted in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise stated.

4.1.

4.2.

Retirement benefits
Staff gratuity scheme

The Company operates an un-funded gratuity scheme covering all its permanent employees.
Provision is made annually to cover the liability under the scheme.

Compensated absences

The Company has the policy to provide for compensated absences of its employees in accordance
with respective entitlement on cessation of service; related expected cost thereof has been included
in the financial statements.

Taxation
Current

The profits and gains of the Company derived from electric power generation are exempt from tax
in terms of clause 132 of Part [ of the Second Schedule to the Income Tax Ordinance, 2001, subject
to the conditions and limitations provided therein.

Under clause 11A of Part IV of the Second Schedule to the Income Tax Ordinance, 2001, the
Company is also exempt from levy of minimum tax on 'turnover' under section 113 of the Income
Tax Ordinance, 2001. However, full provision is made in the profit and loss account on income
from sources not covered under the above clauses at current rates of taxation after taking into
account, tax credits and rebates available, if any.

Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of all temporary
differences arising from differences between the carrying amount of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of the taxable profit.
However, the deferred tax is not accounted for if it arises from initial recognition of an asset or
liability in a transaction other than a business combination that at the time of transaction neither
affects accounting nor taxable profit or loss. Deferred tax liabilities are generally recognised for
all taxable temporary differences and deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which the deductible temporary differences,
unused tax losses and tax credits can be utilised.

Deferred tax is calculated at the rates that are expected to apply to the period when the differences
reverse based on tax rates that have been enacted or substantively enacted by the balance sheet
date. Deferred tax is charged or credited in the profit and loss account, except in the case of items
credited or charged to other comprehensive income or equity in which case it is included in other
comprehensive income or equity.

Deferred tax has not been provided in these financial statements as the Company’s management
believes that the temporary differences will not reverse in the foreseeable future due to the fact
that the profits and gains of the company derived from electric power generation are exempt from
tax subject to the conditions and limitations provided for in terms of clause 132 of Part I of the
Second Schedule to the Income Tax Ordinance, 2001.
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4.3.

Property, plant and equipment

4.3.1.Operating fixed assets

4.3.2.

4.3.3.

4.4.

Operating fixed assets except freehold land are stated at cost less accumulated depreciation and any
identified impairment loss. Freehold land is stated at cost less any identified impairment loss. The
cost of assets constructed by the Company includes, project development and implementation costs.

Exchange differences arising on outstanding amount of foreign currency loans contracted under
Implementation Agreement with Government of Pakistan are capitalized in the cost of plant and
machinery in accordance with letter issued by SECP (Refer note 14.1.3).

Depreciation on all operating fixed assets is charged to income by using the straight line method so as
to write off the depreciable amounts of an asset over its estimated useful life at annual rates mentioned
in note 14.1 after taking into account their residual values. Depreciation on addition is charged from
the month the asset is available for use, while in case of disposal it is charged up to the month of
disposal.

The assets' residual values and useful lives are reviewed, at each financial year end, and adjusted if
impact on depreciation is significant. The Company's estimate of the residual value of its operating
fixed assets as at June 30, 2017 has not required any adjustment as its impact is considered
insignificant.

An asset's carrying amount is written down immediately to its recoverable amount if the asset's
carrying amount is greater than its estimated recoverable amount (note 4.4).

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow
to the Company and the cost of the item can be measured reliably. All other repair and maintenance
costs are charged to income during the period in which they are incurred.

The gain or loss on disposal or retirement of an asset represented by the difference between the sale
proceeds and the carrying amount of the asset is recognized as an income or expense.

Capital work-in-progress

Capital work-in-progress is stated at cost less any identified impairment loss. All expenditure
connected with specific assets incurred during installation and construction period are carried under
capital work-in-progress. These are transferred to operating fixed assets as and when these are
available for use.

Major spare parts and standby equipment

Major spare parts and stand-by equipment qualify as property, plant and equipment when an entity
expects to use them for more than one year. Transfers are made to relevant operating fixed assets
category as and when such items are available for use.

Impairment of non-financial assets

Assets that have an indefinite useful life - for example, goodwill or intangible assets not ready to use -
are not subject to amortisation and are tested annually for impairment. Assets that are subject to
amortisation are reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. An impairment loss is recognised for the amount by
which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the
higher of an asset’s fair value less costs to sell and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for which there are separately identifiable cash
flows (cash-generating units). Non-financial assets other than goodwill that suffered an impairment
are reviewed for possible reversal of the impairment at each reporting date.
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4.5

4.6

4.7

4.8

An impairment loss is reversed if there has been a change in the estimates used to determine the
recoverable amount. An impairment loss is reversed only to the extent that the asset's carrying amount
does not exceed the carrying amount that would have been determined, net of depreciation or
amortization, if no impairment loss had been recognized.

Intangible assets

Expenditure incurred to acquire enterprise resource planning system (ERP) is capitalised as
intangible asset and stated at cost less accumulated amortisation and any identified impairment loss.
Intangible assets are amortised using the straight line method over a period of three years.

Amortisation on additions to intangible assets is charged from the month in which an asset is acquired
or capitalised while no amortisation is charged for the month in which the asset is disposed off.

The Company assesses at each reporting date whether there is any indication that intangible may be
impaired. If such indication exists, the carrying amount of such assets are reviewed to assess whether
they are recorded in excess of their recoverable amount. Where carrying amounts exceed the
respective recoverable amounts, assets are written down to their recoverable amounts and the
resulting impairment loss is recognized in profit and loss account. The recoverable amount is the
higher of an asset's fair value less costs to sell and value in use. Where an impairment loss is
recognised, the amortisation charge is adjusted in the future periods to allocate the asset's revised
carrying amount over its estimated useful life.

Long term investments

Investment in subsidiary company is measured at cost as per the requirements of [AS-27 “Separate
Financial Statements”. However, at subsequent reporting dates, the Company reviews the carrying
amount of the investment and its recoverability to determine whether there is an indication that such
investment has suffered an impairment loss. If any such indication exists, the carrying amount of the
investment is adjusted to the extent of impairment loss. Impairment losses are recognised as an
expense in the profit and loss account.

The Company is required to issue consolidated financial statements along with its separate financial
statements in accordance with the requirements of approved accounting standards.

Stores and spares

Stores and spares are valued principally at lower of moving average cost or net realizable value. Net
realizable value signifies the estimated selling price in the ordinary course of business less costs
necessary to be incurred in order to make a sale. [tems in transit are valued at cost comprising invoice
value plus other charges paid thereon. The Company reviews the carrying amount of stores and spares
on regular basis and provision is made for obsolescence if there is any change in usage pattern and
physical form of related stores and spares.

Financial assets

4.8.1 Classification

The Company classifies its financial assets in the following categories: at fair value through profit or
loss, loans and receivables, available for sale and held to maturity. The classification depends on the
purpose for which the financial assets were acquired. Management determines the classification of its
financial assets at the time of initial recognition.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading and financial
assets designated upon initial recognition as at fair value through profit or loss. A financial asset is
classified as held for trading if acquired principally for the purpose of selling in the short term. Assets
in this category are classified as current assets if expected to be settled within twelve months,
otherwise, they are classified as non-current.
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b)

d)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They are included in current assets, except for maturities greater
than twelve months after the balance sheet date, which are classified as non-current assets. Loans and
receivables comprise advances, deposits and other receivables and cash and cash equivalents in the
balance sheet.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this category or not
classified in any of the other categories. They are included in non-current assets unless management
intends to dispose of the investments within twelve months from the balance sheet date.

Held to maturity

Financial assets with fixed or determinable payments and fixed maturity, where management has the
intention and ability to hold till maturity are classified as held to maturity and are stated at amortised
cost.

4.8.2 Recognition and measurement

All financial assets are recognised at the time when the Company becomes a party to the contractual
provisions of the instrument. Regular purchases and sales of investments are recognised on trade-date
— the date on which the Company commits to purchase or sell the asset. Financial assets are initially
recognised at fair value plus transaction costs for all financial assets not carried at fair value through
profit or loss. Financial assets carried at fair value through profit or loss are initially recognised at fair
value and transaction costs are expensed in the profit and loss account. Financial assets are
derecognised when the rights to receive cash flows from the assets have expired or have been
transferred and the Company has transferred substantially all the risks and rewards of ownership.
Available-for-sale financial assets and financial assets at fair value through profit or loss are
subsequently carried at fair value. Loans and receivables and held-to-maturity investments are carried
at amortised cost using the effective interest rate method.

Gains or losses arising from changes in the fair value of the 'financial assets at fair value through profit
or loss' category are presented in the profit and loss account in the period in which they arise. Dividend
income from financial assets at fair value through profit or loss is recognised in the profit and loss
account as part of other income when the Company's right to receive payments is established.

Changes in the fair value of securities classified as available-for-sale are recognised in other
comprehensive income. When securities classified as available-for-sale are sold or impaired, the
accumulated fair value adjustments recognised in equity are included in the profit and loss account as
gains and losses from investment securities. Interest on available-for-sale securities calculated using
the effective interest method is recognised in the profit and loss account. Dividends on available-for-
sale equity instruments are recognised in the profit and loss account when the Company’s right to
receive payments is established.

The fair values of quoted investments are based on current prices. If the market for a financial asset is
notactive (and for unlisted securities), the Company measures the investments at cost less impairment
invalue, if any.

The Company assesses at each balance sheet date whether there is objective evidence that a financial
asset or a group of financial assets is impaired. If any such evidence exists for available-for-sale
financial assets, the cumulative loss is removed from equity and recognised in the profit and loss
account. Impairment losses recognised in the profit and loss account on equity instruments are not
reversed through the profit and loss account. Impairment testing of trade debts and other receivables is
described innote 4.11.
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4.9

4.10

4.11

4.12

4.13

4.14

Financial liabilities

All financial liabilities are recognised at the time when the Company becomes a party to the
contractual provisions of the instrument.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled
or expired. Where an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as a derecognition of the original liability and the recognition of a
new liability, and the difference in respective carrying amounts is recognised in the profit and loss
account.

Offsetting of financial assets and financial liabilities

Financial assets and financial liabilities are offset and the net amount is reported in the financial
statements only when there is a legally enforceable right to set off the recognized amount and the
Company intends either to settle on a net basis or to realize the assets and to settle the liabilities
simultaneously.

Trade debts and other receivables

Trade debts and other receivables are recognised initially at invoice value, which approximates fair
value, and subsequently measured at amortised cost using the effective interest method, less provision
for impairment, if any. A provision for impairment of other receivables is established when there is
objective evidence that the Company will not be able to collect all the amount due according to the
original terms of the receivable. The provision is recognised in the profit and loss account. When a
trade debt is uncollectible, it is written off against the provision. Subsequent recoveries of amounts
previously written off are credited to the profit and loss account.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of cash flow
statement, cash and cash equivalents comprise cash in hand, balance with banks on current and
deposit accounts and other short term highly liquid investments that are readily convertible to known
amounts of cash. Short term loans that are repayable on demand and form an integral part of the
Company's cash management are included as a component of cash and cash equivalents for the
purpose of cash flow statement.

Borrowings

Borrowings are recognized initially at fair value, net of transaction costs incurred. Borrowings are
subsequently stated at amortized cost, any difference between the proceeds (net of transaction costs)
and the redemption value is recognized in the profit and loss account over the period of the borrowings
using the effective interest method. Finance costs are accounted for on an accrual basis and are
reported under accrued finance cost to the extent of the amount remaining unpaid.

Borrowings are classified as current liabilities unless the Company has an unconditional right to defer
settlement of the liability for at least twelve months after the balance sheet date.

Trade payables and other liabilities

Trade and other payables are recognized initially at fair value and subsequently measured at
amortized cost using the effective interest method. Exchange gains and losses arising on translation in
respect of liabilities in foreign currency are subtracted/added to the carrying amount of the respective
liabilities.

Other amounts payable are carried at cost which is the fair value of the consideration to be paid in
future for goods and services.
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4.15

4.16
a)

b)

4.17

4.18

4.19

4.20

Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as a result
of past events, it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate of the amount can be made. Provisions are
reviewed at each balance sheet date and adjusted to reflect the current best estimate.

Foreign currency transactions and translation
Functional and presentation currency

Items included in the financial statements of the Company are measured using the currency of the
primary economic environment in which the Company operates (the functional currency). The
financial statements are presented in Pak Rupees, which is the Company’s functional and presentation
currency. All other exchange differences are charged to profit and loss account. All figures have been
rounded off to the nearest thousand of rupees, unless otherwise stated.

Transactions and balances

Transactions in foreign currencies are translated into Rupees at rates of exchange on the date of
transaction. Monetary assets and liabilities in foreign currencies are translated into Pakistani Rupees
at the rates of exchange ruling on the balance sheet date. Non monetary assets and liabilities are stated
using exchange rates that existed when the values were determined. As explained in note 14.1.3,
exchange differences arising on translation of foreign currency loans utilized for the acquisition of
operating fixed assets are capitalized and incorporated in the cost of such assets. All other exchange
differences are charged to profit and loss account.

Borrowing costs

Borrowing costs are recognised as an expense in the period in which they are incurred except where
such costs are directly attributable to the acquisition, construction or production of a qualifying asset
in which case such costs are capitalised as part of the cost of the asset up to the date of commissioning
oftherelated asset.

Revenue recognition

Revenue is recognised when it is probable that the economic benefits will flow to the company and the
revenue can be measured reliably. Revenue is measured at the fair value of the consideration received
or receivable on the following basis:

Revenue from sale of electricity to CPPA-G, the sole customer of the Company, is recorded based
upon the output delivered and capacity available at rates as specified under the PPA as amended from
time to time.

Interest income on delayed payments from CPPA-G is recognized on a time-apportioned basis using
the effective rate of return.

Income on bank deposits is accrued on a time proportion basis by reference to the principal
outstanding and the applicable rate of return.

Dividend on equity instruments is recognized when right to receive the dividend is established.

Dividend

Dividend distribution to the Company's shareholders is recognized as a liability in the period in which
the dividends are approved.
Share capital

Ordinary shares are classified as equity and recognized at their face value. Incremental costs directly
attributable to the issue of new shares are shown in equity as a deduction, net of tax, if any.
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4.21 Contingent liabilities
Contingent liability is disclosed when:

- there is a possible obligation that arises from past events and whose existence will be confirmed only
by the occurrence or non occurrence of one or more uncertain future events not wholly within the
control of the Company; or

- there is present obligation that arises from past events but it is not probable that an outflow of
resources embodying economic benefits will be required to settle the obligation or the amount of the
obligation cannot be measured with sufficient reliability.

5. Issued, subscribed and paid up share capital

2017 2016 2017 2016
(Number of shares) (Rupees in thousand)
Ordinary shares of Rs 10 each
359,480,000 359,480,000 fully paid in cash 3,594,800 3,594,800
Ordinary shares of Rs 10 each issued
3,900,000 3,900,000  for consideration other than cash 39,000 39,000
363,380,000 363,380,000 3,633,800 3,633,800

5.1 The holding company, Descon Engineering Limited (DEL) and associated company Descon
Holdings ( Private) Limited, holds 211,397,063 (2016: 211,397,063) and 30,000 ( 2016 : 30,000)
ordinary shares of Rs 10 each at the year end respectively.

2017 2016
. Sponsors' loans - unsecured (Rupees in thousand)
Long term finances - note 6.1 - 100,000
Interest on long term finances - 3,235
- 103,235
Less: Current portion shown under current liabilities - (103,235)

6.1 This represented funds received from DEL for investment in Rousch (Pakistan) Power Limited
through its subsidiary company, Power Management Company (Private) Limited.

The loan amount was payable within a period of five (5) years from the Execution Date (the "term") in
one or more installments. The term was extendable with mutual consent of the parties. As per
agreement between the Company, MCB Bank Limited and DEL, all amounts (including mark-up)
due under the Sponsors' Loans were subordinated to the loan facility from MCB Bank Limited. These
loans were unsecured and carried mark up at six months Karachi Inter Bank Offer Rate (KIBOR) plus
300 basis points (2016: six months KIBOR plus 300 basis points). The mark-up rate charged during
the year on the outstanding balance was 9.36% (2016: 9.36% to 12.56%) per annum.

The loan amount was repaid in the current financial year.
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7. Long term financing- unsecured 2017 2016

(Rupees in thousand)
Long term loan from subsidiary

Power Management Company (Pvt. Limited (PMCL) - note 7.1 50,000 50,000

Interest on loan from PMCL 44,851 40,958
94,851 90,958

Less: Current portion of long term loan (94,851) (90,958)

7.1 This represents long term loan obtained by the Company from its wholly owned subsidiary, PMCL.
This is an unsecured loan and carries mark-up at the rate of six months KIBOR plus 100 basis points
(2016: six months KIBOR plus 300 basis points). Markup rate was revised from November 2016.
The mark-up rate charged during the year on the outstanding balance ranged from 7.06% to 9.06%
(2016: 9.06% to 10.04%) per annum.

8. Deferred liabilities
Provision for:

Staff gratuity - note 8.1 3,015 2,305
Compensated absences - note 8.2 387 332
3,402 2,637

8.1. Staff gratuity
Opening liability 2,305 1,656
Provision for the year 710 649
3,015 2,305

Less: amount paid -

Closing liability 3,015 2,305

8.2. Compensated absences

Opening liability 332 242
Provision for the year 55 90
387 332

Less: amount paid -

Closing liability 387 332

9. Trade and other payables

Natural gas charges to SNGPL 115,590 180,627
Other creditors - note 9.1 37,968 22,475
Due to PMCL - note 9.2 5,715 5,722
Withholding tax payable 403 138
Unclaimed dividend 726 1,381
Workers' Profit Participation Fund -note 9.3 9,861 7,177
Workers' Welfare Fund - note 9.4 - -
Other accrued liabilities 3,680 3,323

173,943 220,843
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2017 2016
(Rupees in thousands)
9.1. Includes the following amounts due to related parties:
Due to holding company

Descon Engineering Limited 6,546 4,053

Due to associated companies

Descon Power Solution ( Private) Limited 28,289 12,169

Descon Corporation (Private) Limited 420 732

Due to subsidiary company

Rousch (Pakistan) Power Limited 25 95
35,280 17,049

9.2. This represents amount payable to wholly owned subsidiary, PMCL. This is unsecured and carries
mark up at six months KIBOR plus 100 basis points (2016: six months KIBOR plus 300 basis points).
The interest rate was revised from November 2016. The mark-up rate charged during the year on the
outstanding balance ranged from 7.06% to 9.06% (2016: 9.06% to 10.04%) per annum.

9.3. Workers' Profit Participation Fund

Opening balance 7,177 5,854
Provision for the year - note 20.2 9,861 7,177
17,038 13,031
Less: Payments made during the year (7,177) (5,854)
Closing balance 9,861 7,177

9.4. Workers' Welfare Fund (‘"WWEF") has not been provided for in these financial statements based on the
advice of the company's legal consultant. However, in case the company pays WWF, the same is
recoverable from CPPA-G as a pass through item under section 14.2(a) of the PPA with CPPA-G.

10. Short term borrowings-secured

Short term running finances - note 10.1 - -

10.1. The Company extended its agreement with Habib Metropolitan Bank Limited to avail running
finance facility of Rs 200 million (2016: Rs 100 million). The facility carries mark-up at three
months KIBOR plus 1% per annum (2016: three months KIBOR plus 1.5% per annum). The
facility was obtained against first charge of Rs 800 million over current assets at 25% margin
registered with SECP. The mark-up rate charged during the year on the outstanding balance
ranged from 7.12% to 7.62% (2016: 7.85%) per annum.

11. Dividend payable
Dividend payable -note 11.1 1,453,520 846,675
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11.1. Includes the following amounts due to related parties:

2017 2016
(Rupees in thousands)

Due to holding company

Descon Engineering Limited 845,588 492,555

Due to associated company

Descon Holdings ( Private) Limited 120 70
845,708 492,625

12. Markup accrued

13

Markup on short term loan from subsidiary-unsecured PMCL 10,713 10,268
Short term borrowings - secured 19 510
10,732 10,778

Contingencies and commitments

13.1 Contingencies

(1) In August 2014, the taxation authorities issued a Show Cause Notice amounting to Rs 157 million on

account of input sales tax alleged to be wrongly claimed for the period July 2009 to June 2013. The
department is of the view that input tax paid by the Company should be split among taxable and non-
taxable supplies. The Company based on the legal advice received, is of the view that component of
capacity revenue is not considered value of supply and rule of apportionment is not applicable in case
of IPPs for the reason that the ultimate product is electrical energy, which is taxable. The Company
submitted reply for the Show Cause Notice which was rejected by the tax authorities and a demand for
this amount was created by the tax authorities. The Company filed an appeal with Appellate Tribunal
Inland Revenue (ATIR) against the demand which was rejected. The Company prefer an appeal
before Honorable Lahore High Court who granted stay to the Company after payments of Rs 10.12
million against the total demand of Rs 157 million. The Honourable Lahore High Court vide its
judgment in case no. STR 120/2015 dated October 31, 2016 has decided the issue in favour of the
Company. However the tax department, being aggrieved, filed an appeal in the Honourable Supreme
Court of Pakistan. The case is yet to be heard by the Honourable Supreme Court of Pakistan. Based
on the advice of the Company's legal counsel, management believes that there are sufficient grounds
to defend the Company's stance in respect of the above-mentioned input sales tax claimed by the
Company. Consequently, no provision has been recognized in these financial statements.

(ii) The taxation authorities raised tax demand of Rs 0.240 million under section 122 (5A) of the Income

Tax Ordinance, 2001 for the tax year 2006, which was rectified to Rs 0.084 million upon Company's
request. The Company filed appeal before Commissioner Inland Revenue Appeals [CIR(A)] which
was decided in Company's favour. Aggrieved with the decision of CIR (A), the department has filed
appeal with ATIR, the hearing on the case is completed and now the order of the court on subject case
is pending.

(iii) The tax authorities raised tax demand of Rs 0.743 million under section 122 (5A) of the Income Tax

Ordinance, 2001 for the tax year 2009. The Company preferred an appeal before CIR(A) against the
impugned tax demand, the learned CIR(A) decided the appeal in favour of Company thereby deleting
the alleged tax demand. The department has filed an appeal before the ATIR against the order of
CIR(A) and the case is pending for adjudication.
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(V) The taxation authorities raised tax demand under section 122 (5A) of the Income Tax Ordinance, 2001
for the tax years 2010, 2011, 2012 and 2013. The total demand raised amounts to Rs 9.3 million. The
Company preferred appeals against the foregoing demands with CIR(A), on which learned CIR(A)
has deleted the demands raised by the tax authorities and decided the case in favour of the Company.
The DCIR did not take complete appeal effect in order under section 124 in accordance with CIR
(A)’s order. The Company has applied for rectification of said department order and also filed appeal
before CIR (A) against the order passed under section 124/129 of the Income Tax Ordinance, 2001.
On Company's application, department has now taken complete effect of the order of CIR(A) and
rectified its earlier aforesaid order. Further the department has filed an appeal before the ATIR against
the order of CIR(A) and now the case is pending adjudication.

(v) The taxation authorities in pursuance of its show cause notice under section 182/114 of the Income
Tax Ordinance, 2001 for imposition of penalty for late filing of return for tax year 2014, issued order
thereby creating a demand amounting to Rs 16.84 million. Aggrieved with the said department order,
the Company has preferred an appeal before CIR(A) and now the appeal is pending adjudication.

Based on the advice of the Company's legal counsel, management believes that there are sufficient
grounds to defend the Company's stance in respect of the above-mentioned orders of the tax
authorities. Consequently, no provision has been recognized in these financial statements.

13.2 Commitments in respect of

(1) Habib Metropolitan Bank Limited has issued bank guarantee for Rs 326.32 million (2016 : Rs 326.32
million) in favour of SNGPL as a security to cover gas supply for which payments are made in arrears.
The guarantee will expire on September 14,2017, which is renewable.

2017 2016
(Rupees in thousand)
14. Property, plant and equipment
Operating fixed assets - note 14.1 737.666 785,621
Major spare parts and standby equipment - note 14.2 3,870 5,001
741,536 790,622
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14.1.4. Disposal of operating fixed assets

Accumulated
Cost depreciation  Book value Sale proceeds Mode of disposal
( Rupees in thousand)
Assets disposed
Plant and Machinery

- Outside party: Ihtramul haq 4,282

4,282

54 Bid

4,282

4,282

54

There were no disposals in the previous financial year.

14.2. Major spare parts and standby equipment

Opening balance

Additions during the year

Transfers during the year

Closing balance

15. Intangible assets
Cost

Opening balance
Additions during the year

Closing balance

Amortisation
Accumulated amortisation as at July 01
Amortisation charge for the year

Accumulated amortisation as at June 30

Net book value as at June 30

- note 26

2017 2016
(Rupees in thousand)

5,001 6,044
11,053 4,643
16,054 10,687

(12,184) (5,686)
3,870 5,001
6,564 6,414

631 150

7,195 6,564

2,764 597

2,476 2,167

5,240 2,764

1,955 3,800

15.1. The amortisation charge for the year has been allocated to administrative expenses.

15.2. Enterprise Resource Planning (ERP) system has been implemented by Descon Corporation (Private)
Limited (DCL), an associated undertaking under service level agreement between the Company

and DCL.

15.3. The cost of fully amortised assets still in use is Rs 0.250 million (2016: Nil).
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2017 2016
(Rupees in thousand)

16.Long term investments
Investment in subsidiary company - at cost -note 16.1 & 16.2 3,204,510 3,204,510

16.1. This represents 100% shares held in PMCL, which in turn holds 59.98%( 2016: 59.98% ) shares
of Rousch (Pakistan) Power Limited (RPPL).

16.2. As per terms of agreement for acquisition of shares of RPPL, the Company has deposited these
shares with the trustees of RPPL lenders.

17. Long term deposit

This represents the securities that have been deposited into CDC at the inception of the Company and
since then have been carried forward.

18. Stores and spares

Stores 17,408 15,374
Spares 95,060 60,261
112,468 75,635

18.1. Stores and spares include items which may result in fixed capital expenditure but are not

distinguishable.
19. Trade debts
Considered good - note 19.2 800,155 651,358
Considered doubtful 12,143 10,368
812,298 661,726
Provision for doubtful debts - note 19.1 (12,143) (10,368)
800,155 651,358
19.1 Provision for doubtful debts
Opening balance 10,368 -
Provision for the year - note 19.3 1,775 10,368
12,143 10,368
Amount written off against provision - -
Closing balance 12,143 10,368

19.2 These represent trade receivables from CPPA-G and are considered good. These are secured by a
guarantee from the Government of Pakistan under the Implementation Agreement and are in the
normal course of business and interest free, however, a delayed payment mark-up at reverse repo
plus 2% per annum is charged in case the amounts are not paid within due dates. The rate of
delayed payment mark-up charged during the year on outstanding amounts was 8.25%
(2016: 8.25% to 9%) per annum.

19.3 During the year, a further provision of Rs 1.775 million has been made on account of disputed
amounts relating to energy charges and capacity charges.
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20.

21.

22.

2017 2016

Advances, deposits, prepayments and (Rupees in thousand)

other receivables
Advances - considered good:

- To suppliers 255 1,544
- Advance against expenses 150 74

Balances with statutory authorities:

- Sales tax 87,287 65,167

- Receivable against Workers Welfare Fund 1,140 -

- Other receivables - note 20.1 10,117 10,117
Claims recoverable from CPPA-G for pass through items:

- Workers' Profit Participation Fund - note 20.2 9,861 7,177

Prepayments - note 20.3 1,808 1,403

Bank guarantee cost 489 489

Insurance claim receivable 1,742 1,742

112,849 87,713

20.1. This represents an amount of Rs 10.117 million (2016: Rs 10.117 million) deposited with the
ATIR to obtain stay against the sales tax apportionment case as mentioned in note 13.1.

20.2. Workers' Profit Participation Fund

Opening balance 7,177 16,131
Provision for the year -note 9.3 9,861 7,177
17,038 23,308
Transferred to trade debts (7,177) (16,131)
Closing balance 9,861 7,177

Under section 14.2(a) of the PPA with CPPA-G, payments to Workers' Profit Participation Fund are
recoverable from CPPA-G as a pass-through-item.

20.3. Included in prepayments is an amount paid to Descon Corporation Limited, a related party
(associated company) aggregating to Rs 0.068 million (2016: Nil).

Dividend receivable
Dividend receivable from PMCL-subsidiary 1,435,108 951,739

This includes WWF paid amounting to Rs 33.324 million based on accounting profit for tax year 2014
under protest. The honourable Supreme Court of Pakistan concluded in its decision that any amendments
to the provisions of Workers Welfare Fund Ordinance could not have been lawfully made through
Money Bill, as the amendments did not fall within the purview of the provisions of Article 73(2) of the
Constitution. Since the provisions of WWF were not applicable to the company, CPPA-G has not
acknowledged this amount as a valid pass through item, therefore the Company has filed for a refund
from the tax authorities. Based on the confirmation from its tax advisor, the management is of the view
that the amount will be received in future, hence no provision for this amount is required.
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23. Cash and bank balances
Cash at bank
- On saving accounts
- On current accounts

Cash in hand

-note 23.1

2017

2016

(Rupees in thousand)

245 43
48,317 51,663
48,562 51,706

9 50
48,571 51,756

23.1. Profit on balances in saving accounts ranges from 5% to 5.25%(2016: 4% to 6 %) per annum.

24.Revenue - net
Energy purchase price - gross
Sales tax
Energy purchase price - net

Capacity purchase price - gross
Other supplemental charges

25. Direct costs
Gas cost
Salaries, wages and other benefits
Operation and maintenance contractor's fee
Stores and spares consumed
Purchase of energy from CPPA-G
Insurance cost
Lube oil consumed
Repairs and maintenance
Travelling and conveyance
Depreciation on operating fixed assets
Security expenses
Generation license fee
Miscellaneous expenses

26. Administrative expenses

Salaries, wages and other benefits
Directors' remuneration

ERP running cost

Traveling and conveyance
Utilities

Postage and telephone

Publicity, printing and stationery
Auditors' remuneration

Legal and professional expenses

Fees and subscription

-note 14.1.1

-note 26.1
-note 33.2

-note 26.2

1,433,447 1,428,842
(208,279) (207,610)
1,225,168 1,221,232
364,677 345,906
34,711 38,798
1,624,556 1,605,936
1,172,236 1,171,832
1,219 959
54,318 48,008
62,352 86,279
3,035 4,611
2,061 2,073
10,537 10,940
13,956 8,681
544 548
61,867 61,650
4,094 2,090

144 139

246 331
1,386,609 1,398,141
10,525 6,266
625 375
2,808 2,547
2,052 1,770
642 92

838 601

1,105 773
1,426 1,170
5,393 2,558
1,177 812
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2017 2016

(Rupees in thousand)
Entertainment 293 298
Amortization of intangible assets -note 15 2,476 2,167
Depreciation on operating fixed assets -note 14.1.1 694 227
Repair and maintenance 224 517
Provision for doubtful debts -note 19.1 1,775 10,368
Rent, rates & taxes 183 -
Miscellaneous expenses 933 280
33,169 30,821

26.1 Salaries, wages and other benefits include Rs 0.710 million (2016: Rs 0.649 million) and Rs 0.055
million (2016: Rs 0.090 million on account of staff gratuity and staff compensated absences
respectively.

26.2. Auditors' remuneration

Annual audit fee 787 715
Half yearly review fee 254 220
Other assurance services 299 55
Out of pocket expenses 86 180

1,426 1,170

27. Other income
Income from financial assets

Profit on bank deposits 1,022 3,144
Dividend income from subsidiary company 1,435,108 951,739
1,436,130 954,883

Income from non-financial assets
Scrap sales 839 731
Gain on disposal of operating fixed assets 54 -
Liabilities no longer required written back 1,319 9,601
2,212 10,332
1,438,342 965,215

28. Finance cost
Markup on:

Long term loans -note 28.1 4,534 25,097
Short term loans- PMCL 444 558
Short term running finances 755 510
Bank charges 3,009 79
Amortization of bank guarantee cost 1,958 2,150
Markup on late payments to SNGPL 101 18,525

10,801 46,919
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28.1 It includes mark up accrued on loans from DEL, the holding company, and PMCL, the wholly

owned subsidiary company, amounting to Rs 0.641 million (2016: Rs 20.137 million) and Rs 3.893
million (2016: Rs 4.879 million) respectively.

2017 2016
29. Taxation (Rupees in thousand)
Current
For the year 317 1,045
Prior years (718) (3,087)
(401) (2,042)
29.1. Relationship between tax income and accounting profit
Profit before taxation 1,632,319 1,095,270
Tax at the applicable rate of 31% (2016: 32%) 506,019 350,486
Tax effect of amounts that are:
Exempt as referred to in note 4.2 (505,702) (349,441)
Prior year taxes (718) (3,087)
(401) (2,042)

29.2. The Company had obtained certificate of registration of a group from SECP on June 05, 2015.

Also during the year, on September 09, 2016 SECP issued designation letter for group relief and
the group is now registered as a group with SECP under Group Companies Registration
Regulations 2008.Subsequent to the registration of the group a group return will now be filed on
due date. At the time of registration of group, interoperate dividend ( PMCL to Altern) was exempt
from tax for companies entitled for group relief under section 59 B of the Income Tax Ordinance,
2001 under Clause (103A) of Part I of the Second Schedule to the Income Tax Ordinance, 2001.
However, through Finance Act, 2016 this law was amended subsequent to the registration of the
group and the exemption available to the Group was withdrawn. The Company is of the view that
since the Company had been registered as a group before the amendment in law, the Company is
entitled for relief. Based on the advice of the Company's legal advisor, management believes that
there are meritorious grounds to defend its case in the court of Law with the taxation authorities .
Consequently, no provision of Rs 298.356 million on dividend income from the subsidiary
company has been recognized in these financial statements.

2017 2016
(Rupees in thousand)

30. Cash generated from operations

Profit before taxation 1,632,319 1,095,270
Adjustment for non cash charges and other items:

- Depreciation on operating fixed assets 62,561 61,877
- Amortization of intangible assets 2,476 2,167
- Amortization of bank guarantee cost 1,958 2,150
- Liabilities written back (1,319) (9,601)
- Profit on bank deposits (1,022) (3,144)
- Gain on disposal of operating fixed assets (54) -
- Dividend income (1,435,108) (951,739)
- Finance cost 8,843 44,769
- Provision for doubtful debts 1,775 10,368
- Provision for employee retirement benefits 765 739
Profit before working capital changes 273,194 252,856

o
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Effect on cash flow due to working capital changes:

(Increase) / decrease in current assets
- Stores and spares

- Trade debts

- Advances, deposits, prepayments and

other receivables
Decrease in current liabilities

- Trade and other payables

31. Cash and cash equivalents
Cash and bank balances - note 23

Short term borrowings- secured - note 10

32. Transactions with related parties

2017

2016

(Rupees in thousand)

(36,833) (24,229)
(151,712) 134,997
(23,996) (7,652)
(212,541) 103,116
(44,426) (330,916)
(256,967) (227,800)
16,227 25,056
48,571 51,756
48,571 51,756

The related parties comprise the holding company, subsidiaries and associates of holding company,
associated undertakings, directors and key management personnel of the Company and its holding
company and retirement benefit obligations. 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 and remuneration of directors and key management personnel is disclosed in
note 33. Significant related party transactions have been disclosed in respective notes in these financial

statements other than the following:
Relationship with the Company Nature of transactions

i. Holding Company
Descon Engineering Limited :
Dividend paid
Repayment of sponsors' loan
Markup paid on sponsors' loan
Common cost charged
ii. Subsidiary Companies
Power Management Company ( Private) Limited :
Dividend received
Mark up accrued on long term loan
Repayment of short term loan
Mark up accrued on short term loan
Rousch (Pakistan) Power Limited:

Common cost charged

492,625
100,000
3,876
2,494

951,739
3,893

7

444

417

161,764
42,411
778

4,879

558

95
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iii. Associated undertakings
Descon Power Solutions (Private) Limited :

O&M contractor's fee

Service agreement of generators
Spare parts purchased

Major maintenance fee
Common cost charged

Descon Corporation (Private) Limited:
ERP implementation/updating fees

ERP running cost
Building rent

iv. Retirement benefit obligations
Expense charged in respect of

retirement benefit obligations

33. Remuneration of Chief Executive, Directors and Executives

33.1 The aggregate amounts charged in these financial statements for remuneration and certain benefits
to Directors, Chief Executive and Executives of the Company are as follows:

2017 2016
(Rupees in thousand)
49,517 43,643
4,801 4,364
118,677 118,605
1,774 1,060
305 -
631 150
2,808 2,547
183 156
765 739

Chief Executive

Executive Director

2017 2016

(Rupees in thousand)
Remuneration 3,000 -
Retirement benefits - -
House rent, utilities and allowances - -

2017

2016

(Rupees in thousand)

3,000 - - -

Number of persons 1 1 0 0
Non Executive Directors Executives

2017 2016 2017 2016

(Rupees in thousand)

(Rupees in thousand)

Remuneration 695 - 3,872 2,700
Retirement benefits - - 355 225
House rent, utilities and allowances - - 387 511
Bonus - - 620 380
Car allowance - - 511 -

695 - 5,745 3,816
Number of persons 6 7 3 1
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33.2 During the year the Company paid meeting fee amounting to Rs 0.625 million (2016: Rs 0.375

million) to one of its non-executive (independent) director.

34. Number of employees 2017 2016
Total number of employees as at June 30 8 9
Average number of employees during the year 8 8

35. Financial risk management

35.1 Financial risk factors

a)

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 other price risk), credit risk and liquidity
risk. The Company's overall risk management program focuses on the unpredictability of financial
markets and seeks to minimize potential adverse effects on the financial performance.

Risk management is carried out by the Board of Directors (the Board). The Board provides principles
for overall risk management, as well as policies covering specific areas such as foreign exchange risk,
interest rate risk, credit risk and investment of excess liquidity. All treasury related transactions are
carried out within the parameters of these policies.

The Company's overall risk management procedures to minimise the potential adverse effects of
financial market on the Company's performance are as follows:

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and
equity prices will affect the Company's income or the value of its holdings and financial instruments.
The objective of market risk management is to manage and control market risk exposures within
acceptable parameters, while optimizing the return. Market risk is further divided into the following
three components:

Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. Currency risk arises mainly from future commercial
transactions or receivables and payables that exist due to transactions in foreign currencies. The
Company is exposed to currency risk arising from United States Dollar (USD).

Exposure to currency risk

The Company’s exposure to foreign currency risk at the reporting date was as follows:

2017
Rupees US Dollars
(Amounts in thousand)
Trade Payables 630 6

2016
Rupees US Dollars
(Amounts in thousand)
Trade Payables - -
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The following significant exchange rates were applied during the year:

Balance sheet date rate Average rate
2017 2016 2017 2016
US Dollars 105.00 104.70 104.85 103.20

At June 30, 2017, if the Rupee had weakened / strengthened by 10% against the US dollar with all
other variables held constant, post-tax profit for the year would have reduced by Rs 0.063 million
(2016: Rs Nil).

Cash flow and fair value interest rate risk

Interest rate risk represents the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in market interest rates.

As the Company has no significant floating interest rate assets, the Company’s income is substantially
independent of changes in market interest rates.

The Company’s interest rate risk arises from bank deposit accounts, short term and long-term
borrowings. These borrowings issued at variable rates expose the Company to cash flow interest rate
risk.

The Company analyses its interest rate exposure on a dynamic basis. Various scenarios are simulated
taking into consideration refinancing, renewal of existing positions and alternative financing. Based
on these scenarios, the Company calculates the impact on profit and loss of a defined interest rate
shift. The scenarios are run only for liabilities that represent the major interest-bearing positions.

The Company does not have any fixed rate financial instrument. The interest rate profile of the
Company’s interest-bearing financial instruments at the balance sheet date was as under:

Carrying amounts

2017 2016
(Rupees in thousand)
Financial assets 245 43
Financial liabilities (55,715) (155,722)
(55,470) (155,679)

Cash flow sensitivity analysis for variable rate instruments

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. Majority of the interest rate exposure arises on
bank deposit accounts and long term loans. The Company does not have any fixed rate financial
instrument. A 100 basis points increase in interest rate at the reporting date would have had the

following effect in profit and loss account.
2017 2016

(Rupees in thousand)

Variable rate financial instruments (557) (2,591)

A 100 basis points decrease in interest rates at the reporting date would have had an equal but opposite
effect on the profit and loss to the amounts shown above, on the basis that all other variables remain
constant.
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iiif)

b)

Other price risk

Other price risk represents the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices (other than those arising from interest rate risk or
currency risk), whether those changes are caused by factors specific to the individual financial
instrument or its issuer, or factors affecting all similar financial instruments traded in the market. The
Company is not exposed to equity price risk since there are no investments in equity instruments
traded in the market at the reporting date. The Company is also not exposed to commodity price risk
since it does not hold any financial instrument based on commodity prices.

Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and
cause the other party to incur a financial loss, without taking into account the fair value of any
collateral. Concentration of credit risk arises when a number of counter parties are engaged in similar
business activities or have similar economic features that would cause their ability to meet contractual
obligations to be similarly affected by changes in economics, political or other conditions.
Concentrations of credit risk indicate the relative sensitivity of the Company's performance to
developments affecting a particular industry.

Exposure to credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and
cause the other party to incur a financial loss, without taking into account the fair value of any
collateral. Concentration of credit risk arises when a number of counter parties are engaged in similar
business activities or have similar economic features that would cause their ability to meet contractual
obligations to be similarly affected by changes in economics, political or other conditions.
Concentrations of credit risk indicate the relative sensitivity of the Company's performance to
developments affecting a particular industry. The maximum exposure to credit risk at the reporting
date was as follows:

2017 2016

(Rupees in thousand)
Long term deposit - note 17 38 38
Trade debts - note 19 800,155 651,358

Advances, deposits and

other receivables - note 20 2,147 3,360
Dividend receivable - note 21 1,435,108 951,739
Bank balances - note 23 48,562 51,706
2,286,010 1,658,201

The Company's exposure to credit risk is limited to the carrying amount of unsecured trade
receivables and bank balances. The age analysis of trade receivable balances is as follows:

2017 2016
(Rupees in thousand)
The ageing analysis of trade debts - secured is as follows:

Neither past due nor impaired 195,560 206,663
Past due 0-30 days 169,836 204,463
Past due 31-120 days 292,413 61,614
Past due more than 120 days 154,489 188,986
Provision for doubtful debts (12,143) (10,368)

800,155 651,358
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The Company's only customer is CPPA-G. The credit risk on trade debts from CPPA-G is managed by
a guarantee from the Government of Pakistan under the Implementation Agreement (IA) and by
continuous follow-ups for release of payments from CPPA-G. Cash is held only with reputable banks
with high quality external credit enhancements. The Company establishes a provision for doubtful
debts that represents its estimate of incurred losses in respect of trade debts, if required.

ii) Credit quality of major financial assets
The credit quality of financial assets that are neither past due nor impaired can be assessed by
reference to external credit ratings (if available) or to historical information about counterparty
defaultrate:
Rating Rating 2017 2016
Short term Long term Agency (Rupees in thousands)
MCB Bank Limited Al+ AAA PACRA 2,405 2,866
The Bank of Punjab Al+ AA PACRA 4,366 3,151
Habib Bank Limited Al+ AAA JCR-VIS 111 -
Habib Metropolitan
Bank Limited Al+ AA+ PACRA 41,680 45,689
48,562 51,706
Due to the Company's long standing business relationships with these counterparties and after giving
due consideration to their strong financial standing, management does not expect non-performance
by these counter parties on their obligations to the Company. Accordingly, the credit risk is minimal.
¢) Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated
with financial liabilities that are settled by delivering cash or another financial asset. Liquidity risk
arises because of the possibility that the Company could be required to pay its liabilities earlier than
expected or difficulty in raising funds to meet commitments associated with financial liabilities as
they fall due. The Company's approach to managing liquidity is to ensure, as far as possible, that it will
always have sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the Company's reputation.
The following are the remaining contractual maturities of financial liabilities, including interest

payments:

2017

Maturities

Carrying Less than six  Up toone Two years to  After five

amount months year five years years

(Rupees in thousand)

Financial liabilities

Sponsors' loan- unsecured - - - - -

Long term financing 94,851 - 94,851 - -
Trade and other payables 173,943 173,943 - - -
Dividend payable 1,453,520 1,453,520 - - -
Markup accrued 10,732 10,732 - - -

1,733,046 1,638,195 94,851 - -
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2016
Maturities
Carrying Less than six  Up to one Two years to After five
amount months year five years years
(Rupees in thousand)

Financial liabilities
Sponsors' loan- unsecured 103,235 - 103,235 - -
Long term financing 90,958 - 90,958 - -
Trade and other payables 220,843 220,843 - - -
Dividend payable 846,675 846,675 - - -
Markup accrued 10,778 10,778 - - -

1,272,489 1,078,296 194,193 - -

35.2

The Company closely monitors its liquidity and cash flow position. The liquidity risk is managed by
using financial model and a continuous follow-up for collecting receivables from CPPA-G and
managing debt repayments on due dates, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the Company's reputation. However, under current
circular debt issue faced by the power sector the Company is significantly exposed to liquidity risk.

Capital risk management

The Board’s policy is to maintain an efficient capital base so as to maintain investor, creditor and
market confidence and to sustain the future development of its business. The Board of Directors
monitors the return on capital employed, which the Company defines as operating income divided by
total capital employed. The Board of Directors also monitors the level of dividends to ordinary
shareholders.

The Company's objectives when managing capital are:

to safeguard the entity's ability to continue as a going concern, so that it can continue to provide
returns for shareholders and benefits for other stakeholders, and

to provide an adequate return to shareholders.
The Company manages the capital structure in the context of economic conditions and the risk
characteristics of the underlying assets. In order to maintain or adjust the capital structure, the

Company may adjust the amount of dividends paid to shareholders or issue new shares.

Neither there were any changes in the Company’s approach to capital management during the year
nor the Company is subject to externally imposed capital requirements.

The Company monitors capital on the basis of the debt-to-equity ratio - calculated as a ratio of total
debt to equity.

The gearing ratios as at June 30,2017 and 2016 were as follows:

2017 2016
(Rupees in thousand)
Total interest bearing borrowings 94,851 194,193
Total equity 4,754,974 4,575,774
Total capital employed 4,849,825 4,769,967
Gearing ratio 1.96% 4.07%
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35.3

35.4.

Fair value estimation

The different levels for fair value estimation used by the Company have been explained as follows:
Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

Inputs other than quoted prices included within level 1 that are observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is, derived from prices) (level 2).

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

Assets

The Company did not hold any instruments which could be included in Level 1, Level 2 and Level 3
ason June 30,2017.

Liabilities

The Company did not hold any instruments which could be included in Level 1, Level 2 and Level 3
ason June 30,2017.

The fair value of financial instruments traded in active markets is based on quoted market prices at the
balance sheet date. A market is regarded as active if quoted prices are readily and regularly available
from an exchange, dealer, broker, industry group, pricing service, or regulatory agency, and those
prices represent actual and regularly occurring market transactions on an arm’s length basis. The
quoted market price used for financial assets held by the Company is the current bid price.

The fair value of financial instruments that are not traded in an active market is determined by using
valuation techniques. These valuation techniques maximize the use of observable market data where
itis available and rely as little as possible on entity specific estimates. If all significant inputs required
to fair value a financial instrument are observable, those financial instruments are classified under
level 2. If one or more of the significant inputs is not based on observable market data, the financial
instrument is classified under level 3. The Company has no such type of financial instruments as on
June 30,2017.

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

Financial instruments by categories
Loans and receivables

2017 2016

Assets as per balance sheet (Rupees in thousand)
Trade debts 800,155 651,358
Long term security deposit 38 38
Advances, deposits and other receivables 21,720 19,036
Dividend receivable 1,435,108 951,739
Bank balances 48,562 51,706

2,305,583 1,673,877
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Financial liabilities at amortised cost

2017 2016
Liabilities as per balance sheet (Rupees in thousand)
Sponsors' loan- unsecured - 103,235
Long term financing 94,851 90,958
Trade and other payables 173,943 220,843
Dividend payable 1,453,520 846,675
Markup accrued 10,732 10,778
1,733,046 1,272,489
36.Plant capacity and actual generation
Theoretical maximum output at dependable
capacity of 32 MW (2016: 32 MW) MWh 241,075 241,776
Actual output MWh 187,844 175,069
Load factor Percentage 77.92% 72.41%

The actual generation for power plant takes into account all scheduled outages approved by CPPA-G.
Actual output is dependent on the load demanded by CPPA-G, gas supply by SNGPL under as-and-
when available basis, the plant availability and mean-site conditions.

37. Earnings per share - basic and diluted

37.1 Basic earnings per share
Rupees

Profit for the year in thousand 1,632,720 1,097,312
Weighted average number of ordinary shares ~ Number 363,380,000 363,380,000
Basic earnings per share Rupees 4.49 3.02

37.2 Diluted earnings per share

There is no dillution effect on the basic earnings per share, as the Company has no such commitments.

38. Significant Contracts
38.1 The Company has entered into an Implementation Agreement (IA) dated July 19, 1995 with the
President of the Islamic Republic of Pakistan, for and on behalf of the Islamic Republic of Pakistan
under which the Government of Pakistan has allowed certain concessions to the Company for

installation of a 14 Mega Watts Power Plant. As a result of amendment to the 1A dated September 09,
2005, the capacity of the plant was enhanced to 32 Mega Watts.
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38.2 The Company has entered into Power Purchase Agreement (PPA) dated September 18, 1995 with
WAPDA which was later amended on April 22, 2006 to incorporate various revised provisions,
mutually agreed between the parties. The PPA has now been novated by WAPDA in favour of CPPA-
G, whereby CPPA-G will purchase the electricity produced by the Company for a term of 30 years till
June 2031.

38.3 The PPA provides the tariff structure which comprises invoicing as follows:

- Energy Purchase Price (EPP) which is the price of energy sold to CPPA-G, EPP consists of fuel and
variable operational and maintenance costs.

- Capacity Purchase Price (CPP) which is the price for making available the required level of capacity
to generate energy available during the period. CPP consists of two components namely Escalable
Component (EC) and non-Escalable component (NEC). EC includes fixed operations and
maintenance cost, insurance cost, administrative costs and return on equity etc. NEC comprises of
payment of loans (i.e. principal, interest and foreign exchange differences). The foreign exchange
differences are recovered in the form of indexations in-built in the EC & NEC components.

38.4 The Company entered into a Gas Supply Agreement (GSA) dated August 03, 2007 with SNGPL
whereby SNGPL committed to supply natural gas to the Company on 9 months take-or-pay basis till
June 30, 2013. Upon expiry of the term of GSA on June 30, 2013, the Company has signed a
supplemental deed dated March 17, 2014 with SNGPL, whereby SNGPL has agreed to supply gas to
the Company on as-and-when available basis till the expiry of PPA on June 06, 2031. The Ministry of
Petroleum and Natural Resources, empowered for RLNG allocation by the Economic Co-ordination
Committee ('ECC') of Cabinet , issued an allocation of 06 MMSCFD of RLNG to the Company on
April 28, 2017 and advised the Company and SNGPL to negotiate a GSA. Currently, the Company,
SNGPL and CPPA-G are in the process of execution of the interim GSA. Under the interim GSA,
RLNG will be supplied on 'as available' basis till the execution of a long term GSA between the
parties.

38.5 The Company entered into an Operation & Maintenance and Service Agreement dated July 01, 2008
with Descon Power Solutions (Private) Limited (DPS) which have been amended from time to time
till June 30, 2018. The agreement engages DPS to perform all the activities related to operations,
maintenance, and other services of the plant till the expiry of the term.

39. Date of Authorisation for issue

These financial statements were authorized for issue by the Board of Directors of the Company in
their meeting held on September 29, 2017

40. Events after the balance sheet date

There are no significant events occurred after the balance sheet date that require adjustment or
disclosure in the financial statements.

41. Corresponding figures

Corresponding figures have been re-arranged, wherever necessary, for the purpose of comparison.
Following re-arrangement has been made:

(Rupees in thousand)

Security expenses classified from 'Administrative expenses' to 'Direct costs’ 2,090
3.0 B e
Chief Executive Chief Financial Officer Director
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AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed consolidated financial statements comprising consolidated balance sheet of
Altern Energy Limited (the Holding Company) and its subsidiary companies (hereinafter referred to as 'the
Group') as at June 30, 2017 and the related consolidated profit and loss account, consolidated statement of
comprehensive income, consolidated cash flow statement and consolidated statement of changes in equity
together with the notes forming part thereof, for the year then ended. We have also expressed separate
opinions on the financial statements of Altern Energy Limited and its subsidiary companies. These financial
statements are the responsibility of the Holding Company's management. Our responsibility is to express an
opinion on these financial statements based on our audit.

Our audit was conducted in accordance with the International Standards on Auditing and accordingly
included such tests of accounting records and such other auditing procedures as we considered necessary in
the circumstances.

In our opinion, the consolidated financial statements present fairly the financial position of Altern Energy
Limited and its subsidiary companies (the Group) as at June 30,2017 and the results of their operations for the
year then ended.

A.F. Ferguson & Co.
A

Chartered Accountants
Lahore,
Engagement Partner: Muhammad Masood Date: September 29, 2017
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ALTERN ENERGY LIMITED AND ITS SUBSIDIARY COMPANIES

CONSOLIDATED BALANCE SHEET

Note
EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES

Authorised share capital
400,000,000 (2016: 400,000,000)
ordinary shares of Rs 10 each

Issued, subscribed and paid up share capital
363,380,000 (2016: 363,380,000)
ordinary shares of Rs 10 each 5
Capital Reserve : Share Premium
Revenue reserve : Un - appropriated profit

Non-controlling interest
NON-CURRENT LIABILITIES

Sponsors' loan - unsecured
Long term finances
Deferred liabilities
Deferred taxation

O 0 3

CURRENT LIABILITIES

Current portion of long term financing 6&7
Trade and other payables 10
Dividend payable

Short term borrowings - secured 11
Markup accrued-short term and long term loans

Provision for taxation

Derivative financial instrument 12

CONTINGENCIES AND COMMITMENTS 13

The annexed notes 1 to 39 form an integral part gfthese consolidated financial statements.

)

Chief Executive Chief Financlull Officer

2017 2016
(Rupees in thousand)
4,000,000 4,000,000
3,633,800 3,633,800
41,660 41,660
12,379,592 12,051,716
16,055,052 15,727,176
10,209,062 10,102,809
26,264,114 25,829,985
4,045,532 4,440,613
23,399 19,698
913,145 901,200
4,982,076 5,361,511
2,697,021 4,362,362
3,231,407 2,919,361
2,488,523 1,536,678
3,409 375,654
113,676 79,437
157,389 -
8,691,425 9,273,492
39,937,615 40,464,988

Pnand

Director
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AS AT JUNE 30, 2017

ASSETS
NON-CURRENT ASSETS

Property, plant and equipment
Intangible assets

Long term deposits

Long term loans to employees - secured

CURRENT ASSETS

Stores, spares and loose tools

Inventory of fuel oil

Trade debts

Advances, deposits, prepayments and
other receivables

Income tax recoverable

Cash and bank balances

)

Chief Executive

Note

14
15

16

17
18

19
20
21

U/

D

Chief Financﬂll Officer

2017 2016

(Rupees in thousand)
20,376,788 21,878,189
3,742 7,374
539 539
8,886 13,232
20,389,955 21,899,334
653,568 583,144
471,793 476,632
12,864,950 7,649,133
541,817 442,528
271,645 194,090
4,743,887 9,220,127
19,547,660 18,565,654
39,937,615 40,464,988

Pnand

Director
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ALTERN ENERGY LIMITED AND ITS SUBSIDIARY COMPANIES
CONSOLIDATED PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2017

2017 2016
Note (Rupees in thousand)
Revenue-net 22 27,757,933 27,287,258
Direct costs 23 (23,472,480) (21,926,166)
Gross profit 4,285,453 5,361,092
Administrative expenses 24 (248,432) (226,747)
Other income 25 234,455 301,311
Profit from operations 4,271,476 5,435,656
Finance cost 26 (1,158,500) (1,407,558)
Profit before taxation 3,112,976 4,028,098
Taxation 27 (187,871) (174,448)
Profit after taxation 2,925,105 3,853,650
Attributable to:
Equity holders of the Parent Company 1,782,867 2,300,513
Non-controlling interest 1,142,238 1,553,137
2,925,105 3,853,650
Earnings per share - basic
and diluted (Rupees) 35 491 6.33
The annexed notes 1 to 39 form an integral part of these consolidated financial statements.
— /;‘M
B S
Chief Executive Chief Financial Officer " Director
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ALTERN ENERGY LIMITED AND ITS SUBSIDIARY COMPANIES
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED JUNE 30, 2017
2017 2016
(Rupees in thousand)

Profit for the year 2,925,105 3,853,650

Other comprehensive (loss)/income:
Items that may be reclassified subsequently to profit and loss - -

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

Remeasurement of post retirement benefit obligation (2,453) 215

Total comprehensive income for the year 2,922,652 3,853,865

Attributable to:

Equity holders of the Parent Company 1,781,396 2,300,642

Non-controlling interest 1,141,256 1,553,223
2,922,652 3,853,865

The annexed notes 1 to 39 form an integral part of these consolidated financial statements.

3.0 e A
Chief Executive Chief FinanciUll Officer Director

ANNUAL REPORT 2017 @

o



o

ALTERN ENERGY LIMITED

ALTERN ENERGY LIMITED AND ITS SUBSIDIARY COMPANIES
CONSOLIDATED CASH FLOW STATEMENT

FOR THE YEAR ENDED JUNE 30, 2017

2017 2016

Note (Rupees in thousand)
Cash flows from operating activities
Cash generated from operations 28 701,249 6,940,417
Finance cost paid (1,312,939) (1,235,342)
Income taxes paid (155,666) (36,052)
Retirement benefits paid (5,314) (6,067)
Long term loans to employees-net 4,281 (8,431)
Net cash (outflow)/inflow from operating activities (768,389) 5,654,525
Cash flows from investing activities
Fixed capital expenditure (227,736) (61,689)
Proceeds from disposal of operating fixed assets 1,523 1,761
Profit on bank deposits received 206,082 246,888
Net cash (outflow)/inflow from investing activities (20,131) 186,960
Cash flows from financing activities
Repayment of Sponsors' loan (103,235) (184,036)
Repayment of long term financing (8,731,317) (1,426,406)
Proceeds from long term financing 6,730,264 -
Dividends paid to:
- Non-controlling interest (701,367) -
- Owners of the Parent Company (846,675) -
Settlement of derivative financial instrument (35,390) -
Net cash outflow from financing activities (3,687,720) (1,610,442)
Net (decrease)/increase in cash and cash equivalents (4,476,240) 4,231,043
Cash and cash equivalents at the beginning of the year 9,220,127 4,989,084
Cash and cash equivalents at the end of the year 29 4,743,887 9,220,127

The annexed notes 1 to 39 form an integral part of these consolidated financial statements.

U/

)

D

Chief Executive
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ALTERN ENERGY LIMITED AND ITS SUBSIDIARY COMPANIES
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2017

Capital
Revenue Reserve
Reserve
Total equity
attributable
to
shareholders
Share Share  Un-appropriated  of Parent  Non-controlling Total
capital Premium profit Company interest equity
Rupees in tk d
Balance as on July 1, 2015 3,633,800 41,660 10,597,749 14,273,209 9,239,589 23,512,798
Profit for the year - - 2,300,513 2,300,513 1,553,137 3,853,650
Other comprehensive income for the year - - 129 129 86 215
Total comprehensive income for the year
ended June 30, 2016 - - 2,300,642 2,300,642 1,553,223 3,853,865

Transactions with owners in their

capacity as owners :

Interim dividend for the year ended June 30, 2016 @ Rs - - (846,675) (846,675) - (846,675)
2.33 per ordinary share

Dividends relating to 2016 paid to Non-controlling interest - - - - (690,003) (690,003)
Balance as on June 30, 2016 3,633,800 41,660 12,051,716 15,727,176 10,102,809 25,829,985
Profit for the year - - 1,782,867 1,782,867 1,142,238 2,925,105
Other comprehensive loss for the year - - (1,471) (1,471) (982) (2,453)

Total comprehensive income for the year ended
ended June 30, 2017 - - 1,781,396 1,781,396 1,141,256 2,922,652

Transactions with owners in their
capacity as owners :

Interim dividend for the year ended June 30, 2017 @ Rs 4 - - (1,453,520) (1,453,520) - (1,453,520)
per ordinary share

Dividends relating to 2017 paid to Non-controlling interest - - - - (1,035,003) (1,035,003)

Balance as on June 30, 2017 3,633,800 41,660 12,379,592 16,055,052 10,209,062 26,264,114

The annexed notes 1 to 39 form an integral part of these consolidated financial statements.

2.0 b A
Chief Executive Chief Financﬂnl Officer Director
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ALTERN ENERGY LIMITED AND ITS SUBSIDIARY COMPANIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

1. Legal status and nature of business

Altern Energy Limited (‘the Parent Company’) and its subsidiaries, Power Management Company
(Private) Limited and Rousch (Pakistan) Power Limited (together, ‘the Group’) are engaged in power
generation activities.

The Group is structured as follows:
- Altern Energy Limited (AEL); and

(Effective Holding Percentage)

Subsidiary Companies 2017 2016
- Power Management Company (Private) Limited (PMCL) 100.00% 100.00%
- Rousch (Pakistan) Power Limited (RPPL) 59.98% 59.98%

Altern Energy Limited (the 'Parent Company') is a public limited company incorporated in Pakistan
on January 17, 1995 under the Companies Ordinance, 1984 (now the Companies Act, 2017 and
hereinafter referred to as the 'Act'). The Company is a subsidiary of Descon Engineering Limited (the
'Ultimate Parent Company'). The Company's ordinary shares are listed on the Pakistan Stock
Exchange Limited.

Power Management Company (Private) Limited was incorporated in Pakistan on February 24, 2006.
The principal objective of PMCL is to invest, manage, operate, run, own and build power projects.

Rousch (Pakistan) Power Limited is an unlisted public company, incorporated in Pakistan on August
4,1994 under the Companies Ordinance, 1984 (now the Companies Act, 2017 and hereinafter referred
to as the 'Act'). The principal activities of the Company are to generate and supply electricity to
Central Power Purchasing Agency (Guarantee) Limited (CPPA-G) from its combined cycle thermal
power plant.

The registered office of the Group is situated at Descon Headquarters, 18 km, Ferozepur Road,
Lahore.

2. Basis of preparation

2.1

2.2

These consolidated financial statements have been prepared in accordance with approved accounting
standards as applicable in Pakistan. During the year, the Companies Ordinance, 1984 (hereinafter
referred to as the 'Ordinance') has been repealed after the enactment of the Act. However, as allowed
by the Securities and Exchange Commission of Pakistan ('SECP') vide Circular No.
CLD/CCD/PR(11)/2017 dated July 20, 2017 and further clarified through its press release dated July
20, 2017, companies whose financial year closes on or before June 30, 2017, shall prepare financial
statements in accordance with the provisions of the repealed Ordinance. Accordingly, these
consolidated financial statements have been prepared in accordance with the requirements of the
International Financial Reporting Standards ('IFRSs') issued by the International Accounting
Standards Board ('[ASB') as are notified under the repealed Ordinance, provisions of and directives
issued under the repealed Ordinance. Wherever the requirements of the repealed Ordinance or
directives issued by SECP differ with the requirements of IFRSs, the requirements of the repealed
Ordinance or the requirements of the said directives prevail.

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
Group's consolidated financial statements covering annual periods, beginning on or after the
following dates:

@ ANNUAL REPORT 2017

o



o

ALTERN ENERGY LIMITED

2.2.1 Standards, amendments to published standards and interpretations that are effective in the

current year and are relevant to the Group

Certain standards, amendments and interpretations to approved accounting standards are effective for
accounting periods beginning on July 01, 2016 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 financial statements,
except for the following:

- International Accounting Standard ('IAS') 1, 'Presentation of financial statements’ (Amendment).
The amendments provide clarifications on a number of issues, including:

- Materiality — an entity should not aggregate or disaggregate information in a manner that obscures
useful information. Where items are material, sufficient information must be provided to explain the
impact on the financial position or performance.

- Disaggregation and subtotals — line items specified in IAS 1 may need to be disaggregated where this
is relevant to an understanding of the entity’s financial position or performance. There is also new
guidance on the use of subtotals.

- Notes — confirmation that the notes do not need to be presented in a particular order.

- Other comprehensive income arising from investments accounted for under the equity method — the
share of other comprehensive income arising from equity-accounted investments is grouped based on
whether the items will or will not subsequently be reclassified to profit or loss. Each group should then
be presented as a single line item in the consolidated statement of other comprehensive income.

- IAS 16 (Amendment), 'Property, plant and equipment'. The amendment to IAS 16 clarifies that the
use of revenue-based methods to calculate the depreciation of an asset is not appropriate because
revenue generated by an activity that includes the use of an asset generally reflects factors other than
the consumption of the economic benefits embodied in the asset. The Group's current accounting
treatment is already in line with the requirement of this standard.

2.2.2 Exemption from applicability of certain interpretations to standards

SECP through SRO 24(1)/2012 dated January 16, 2012, has exempted the application of International
Financial Reporting Interpretations Committee (IFRIC) 4 'Determining whether an Arrangement
contains a Lease' to all companies. However, the SECP made it mandatory to disclose the impact of
the application of IFRIC 4 on the results of the companies. This interpretation provides guidance on
determining whether arrangements that do not take the legal form of a lease should, nonetheless, be
accounted for as a lease in accordance with IAS 17, 'Leases'.

Consequently, the Group is not required to account for a portion of its PPA with CPPA-G as a lease
under [AS - 17. If the Group were to follow IFRIC - 4 and IAS - 17, the effect on the consolidated
financial statements would be as follows:

2017 2016

(Rupees in thousand)
De-recognition of property, plant and equipment 20,372,277 21,863,760
Recognition of lease debtor 10,404,777 11,319,516
Decrease in un-appropriated profit at the beginning of the year 10,544,244 11,082,999
Increase in profit for the year (576,744) (538,755)
Decrease in un-appropriated profit at the end of the year 9,967,500 10,544,244
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The present value of cash flows (receivables) has been estimated considering applicable degradation
over the project life, indexation mechanism available under Power Purchase Agreement (PPA), cost
incidental to make the plants available for dispatch to off-taker (CPPA-G) and sponsor's return in the
Financial model.

2.2.3 Standards, amendments and interpretations to existing standards that are not yet effective

and have not been early adopted by the Group

There are certain standards, amendments to the approved accounting standards and interpretations
that are mandatory for Groups having accounting periods beginning on or after July 1, 2017 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 financial statements, except for the following:

- IAS 7, ‘Cashflow statements: Disclosure initiative’ (effective for periods beginning on or after
January 1, 2017). This amendment requires disclosure to explain changes in liabilities for which cash
flows have been, or will be classified as financing activities in the consolidated statement of cash
flows. The amendment only covers balance sheet items for which cash flows are classified as
financing activities. In case other items are included within the reconciliation, the changes in
liabilities arising from financing activities will be identified separately. A reconciliation of the
opening to closing balance is not specifically required but instead the information can be provided in
other ways. In the first year of adoption, comparative information need not be provided. It is unlikely
that the amendment will have any significant impact on the Group’s consolidated financial
statements.

- IFRS 9, ‘Financial instruments’ (effective for periods beginning on or after January 1, 2018). This
standard is yet to be notified by the SECP. This standard replaces the guidance in IAS 39, 'Financial
instruments: Recognition and measurement'. It includes requirements on the classification and
measurement of financial assets and liabilities; it also includes an expected credit losses model that
replaces the current incurred loss impairment model. The Group is yet to assess the full impact of the
standard.

- IFRS 15, ‘Revenue from contracts with customers’ (effective for periods beginning on or after
January 1, 2018). This standard is yet to be notified by the SECP. This standard deals with revenue
recognition and establishes principles for reporting useful information to users of the consolidated
financial statements about the nature, amount, timing and uncertainty of revenue and cash flows
arising from an entity’s contracts with customers. Revenue is recognised when a customer obtains
control of a good or service and thus has the ability to direct the use and obtain the benefits from the
good or service. The standard replaces IAS 18, ‘Revenue’, and IAS 11, ‘Construction contracts’, and
related interpretations. The Group is yet to assess the full impact of the standard.

- IFRIC 22, ‘Foreign currency transactions and advance consideration’ (effective for periods
beginning on or after January 1, 2018). This IFRIC addresses foreign currency transactions or parts of
transactions where there is consideration that is denominated or priced in a foreign currency. The
interpretation provides guidance for when a single payment/receipt is made as well as for situations
where multiple payments/receipts are made. The guidance aims to reduce diversity in practice. It is
unlikely that the interpretation will have any significant impact on the Group’s financial statements.

3. Basis of measurement

3.1. These consolidated financial statements have been prepared on the basis of historical cost convention

except for certain revaluation financial instruments and plan assets of employee retirement benefits at
fair value, recognition of certain plan obligations of employee retirement benefits at present value and
exchange differences capitalized as part of the cost of relevant assets referred to in note 14.1.3.
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3.2

The Group's significant accounting policies are stated in note 4. Not all of these significant policies
require the management to make difficult, subjective or complex judgments or estimates. The
following is intended to provide an understanding of the policies the management considers critical
because of the complexity, judgment of estimation involved in their application and their impact on
these consolidated financial statements. Estimates and judgments are continually evaluated and are
based on historical experience, including expectations of future events that are believed to be
reasonable under the circumstances. These judgments involve assumptions or estimates in respect of
future events and the actual results may differ from these estimates. The areas involving a higher
degree of judgments or complexity or areas where assumptions and estimates are significant to the
consolidated financial statements are as follows:

- Operating fixed assets and related depreciation (note 4.3 and 14)

- Netrealisable value of inventories (note 4.7 and note 4.8)

- Trade debts (note 4.12 and note 18)

- Deferred liabilities (note 4.22 and note 8)

- Provision for taxation (note 4.2)

- Provisions, contingencies and commitments (note 4.16 and note 13)

4. Significant accounting policies

4.1.

b)

The significant accounting policies adopted in the preparation of these consolidated financial
statements are set out below. These policies have been consistently applied to all the years presented,
unless otherwise stated.

Principles of consolidation
Subsidiaries

Subsidiaries are all entities (including special purpose entities) over which the Group has control. The
Group controls an entity when the Group is exposed to, or has rights to, variable returns from its
involvement with the entity and has the ability to affect those returns through its power to direct the
activities of the entity. Subsidiaries are fully consolidated from the date on which control is transferred
to the Group. They are deconsolidated from the date that control ceases.

The acquisition method of accounting is used to account for business combinations by the Group.

Intercompany transactions, balances and unrealised gains on transactions between group companies
are eliminated. Unrealised losses are also eliminated unless the transaction provides evidence of an
impairment of the transferred asset. Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by the Group.

Non-controlling interest in the results and equity of subsidiaries are shown separately in the
consolidated profit and loss account, consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated balance sheet respectively.

Changes in ownership interests

The Group treats transactions with non-controlling interests that do not result in a loss of control as
transactions with equity owners of the Group. A change in ownership interest results in an adjustment
between the carrying amounts of the controlling and non-controlling interests to reflect their relative
interests in the subsidiary. Any difference between the amount of the adjustment to non-controlling
interest and any consideration paid or received is recognised in a separate reserve within equity
attributable to owners of the Group.

When the Group ceases to consolidate or equity account for an investment because of a loss of control,
joint control or significant influence, any retained interest in the entity is remeasured to its fair value
with the change in carrying amount recognised in the consolidated profit and loss account. This fair
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4.2.

value becomes the initial carrying amount for the purposes of subsequently accounting for the
retained interest as an associate, joint venture or financial asset. In addition, any amounts previously
recognised in other comprehensive income in respect of that entity are accounted for as if the group
had directly disposed of the related assets or liabilities. This may mean that amounts previously
recognised in other comprehensive income are reclassified to the consolidated profit and loss account.

Disposal of subsidiaries

When the group ceases to have control any retained interest in the entity is re-measured to its fair value
at the date when control is lost, with the change in carrying amount recognised in profit or loss. The
fair value is the initial carrying amount for the purposes of subsequently accounting for the retained
interest as an associate, joint venture or financial asset. In addition, any amounts previously
recognised in other comprehensive income in respect of that entity are accounted for as if the Group
had directly disposed of the related assets or liabilities. This may mean that amounts previously
recognised in other comprehensive income are reclassified to profit or loss.

Taxation

Income tax expense comprises current and deferred tax. Income tax is recognised in consolidated
profit and loss account except to the extent that it relates to items recognised directly in equity, in
which case it is recognised in equity.

Current

Provision for current tax is based on the taxable income for the year determined in accordance with
the prevailing law for taxation of income. The charge for current tax is calculated using prevailing tax
rates or tax rates or tax rates expected to apply to profit for the year if enacted after taking into account
tax credits, rebates and exemptions, if any. The charge for current tax also includes adjustments,
where considered necessary, to provision for tax made in previous years arising from assessments
framed during the year for such years.

The profits and gains derived from electric power generation are exempt from tax in terms of clause
132 of Part I of the Second Schedule to the Income Tax Ordinance, 2001, subject to the conditions and
limitations provided therein.

Under clause 11A of Part IV of the Second Schedule to the Income Tax Ordinance, 2001, Power
Generation Sector is also exempt from levy of minimum tax on 'turnover' under section 113 of the
Income Tax Ordinance, 2001. However, full provision is made in the consolidated profit and loss
account on income from sources not covered under the above clauses at current rates of taxation after
taking into account, tax credits and rebates available, if any.

Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of all temporary
differences arising from differences between the carrying amount of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of the taxable profit.
Deferred tax liabilities are generally recognized for all taxable temporary differences and deferred tax
assets are recognized to the extent that it is probable that taxable profits will be available against
which the deductible temporary differences, unused tax losses and tax credits can be utilized.

Deferred tax assets and liabilities are calculated at the rates that are expected to apply to the period
when the asset is realized or the liability is settled, based on the tax rates (and tax laws) that have been
enacted or substantively enacted by the balance sheet date. Deferred tax is charged or credited in the
income statement, except in the case of items credited or charged to equity in which case it is included

in equity.
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4.3

Property, plant and equipment

4.3.1 Operating fixed assets

Operating fixed assets are stated at cost less accumulated depreciation and any identified impairment
loss. The cost of assets constructed by the Group includes, project development and implementation
Costs.

Exchange differences arising on outstanding amount of foreign currency loans contracted under
Implementation Agreements with Government of Pakistan are capitalized in the cost of plant and
machinery in accordance with directives issued by SECP (Refer note 14.1.3).

Depreciation on all operating fixed assets is charged to income by using the straight line method so as
to write off the depreciable amounts of an asset over its estimated useful life at annual rates mentioned
in note 14.1 after taking into account their residual values. Depreciation on addition is charged from
the month the asset is available for use, while in case of disposal it is charged up to the month of
disposal.

The assets' residual values and useful lives are reviewed, at each financial year end, and adjusted if
impact on depreciation is significant. The Group's estimate of the residual value of'its operating fixed
assets as at June 30,2017 has not required any adjustment as its impact is considered insignificant.

The Group assesses at each balance sheet date whether there is any indication that property, plant and
equipment may be impaired. If such indication exists, the carrying amounts of such assets are
reviewed to assess whether they are recorded in excess of their recoverable amount. Where carrying
amounts exceed the respective recoverable amount, assets are written down to their recoverable
amounts and the resulting impairment loss is recognised in consolidated profit and loss account. The
recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. Where an
impairment loss is recognised, the depreciation charge is adjusted in the future periods to allocate the
asset’s revised carrying amount over its estimated useful life. (note 4.4).

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow
to the Group and the cost of the item can be measured reliably. All other repair and maintenance costs
are charged to consolidated profit & loss during the period in which they are incurred.

The gain or loss on disposal or retirement of an asset represented by the difference between the sale
proceeds and the carrying amount of the asset is recognized as an income or expense.

4.3.2 Capital work-in-progress

Capital work-in-progress is stated at cost less any identified impairment loss. All expenditure
connected with specific assets incurred during installation and construction period are carried under
capital work-in-progress. These are transferred to operating fixed assets as and when these are
available for use.

4.3.3 Major spare parts and standby equipment

4.4.

Major spare parts and standby equipment qualify as property, plant and equipment when a group
expects to use them for more than one year. Transfers are made to relevant operating fixed assets
category as and when such items are available for use.

Impairment

Impairment of financial assets

A financial asset is assessed at each reporting date to determine whether there is any objective
evidence that it is impaired. A financial asset is considered to be impaired if objective evidence
indicates that one or more events have had a negative effect on the estimated future cash flows of that
assets.
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4.5.

4.6.

4.7.

4.8.

Impairment of non-financial assets

Assets that have an indefinite useful life - for example, goodwill or intangible assets not ready to use -
are not subject to amortization and are tested annually for impairment. Assets that are subject to
amortization are reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. An impairment loss is recognized for the amount by
which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the
higher of an asset’s fair value less costs to sell and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for which there are separately identifiable cash
flows (cash-generating units). Non-financial assets other than goodwill that suffered an impairment
are reviewed for possible reversal of the impairment at each reporting date.

An impairment loss is reversed if there has been a change in the estimates used to determine the
recoverable amount. An impairment loss is reversed only to the extent that the asset's carrying amount
does not exceed the carrying amount that would have been determined, net of depreciation or
amortization, if no impairment loss had been recognized.

Intangible assets

Expenditure incurred to acquire enterprise resource planning system (ERP) is capitalised as an
intangible asset and stated at cost less accumulated amortisation and any identified impairment loss.
Intangible assets are amortised using the straight line method over a period of three years.

Amortization on additions to intangible assets is charged from the month in which an asset is acquired
or capitalized while no amortization is charged for the month in which the asset is disposed off.

The Group assesses at each balance sheet date whether there is any indication that intangible may be
impaired. If such indication exists, the carrying amount of such assets are reviewed to assess whether
they are recorded in excess of their recoverable amount. Where carrying amounts exceed the
respective recoverable amounts, assets are written down to their recoverable amounts and the
resulting impairment loss is recognized in consolidated profit and loss account. The recoverable
amount is the higher of an asset's fair value less costs to sell and value in use. Where an impairment
loss is recognized, the amortization charge is adjusted in the future periods to allocate the asset's
revised carrying amount over its estimated useful life.

Derivative financial instruments

Derivatives are initially recognized at cost on the date a derivative contract is entered into and are
subsequently re-measured at their fair values. The method of recognizing the resulting gain or loss
depends on whether the derivative is designated as a hedging instrument, and if so, the nature of the
item being hedged. The Group has not designated any derivatives as hedging instruments and
accordingly, the changes in fair value re-measurement are recognized in the profit and loss account.
Trading derivatives are classified as a current asset or liability.

Stores, spares and loose tools

Stores and spares are valued principally at lower of moving average cost or net realizable value. Net
realizable value signifies the estimated selling price in the ordinary course of business less costs
necessary to be incurred in order to make a sale. Items in transit are valued at cost comprising invoice
value plus other charges paid thereon. The Group reviews the carrying amount of stores and spares on
regular basis and provision is made for obsolescence if there is any change in usage pattern and
physical form of related stores and spares.

Inventory of fuel oil
This is stated at lower of cost or net realizable value. Cost is determined on first-in-first-out (FIFO)

basis. Net realizable value is the estimated selling price in the ordinary course of business less
estimated costs necessary to make the sale.
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If the expected net realisable value is lower than the carrying amount, a write-down is recognised for
the amount by which the carrying amount exceeds its net realisable value.

4.9. Financial Assets
4.9.1 Classification

b)

d)

The Group classifies its financial assets in the following categories: at fair value through profit or loss,
loans and receivables, available-for-sale and held-to-maturity. The classification depends on the
purpose for which the financial assets were acquired. Management determines the classification of its
financial assets at the time of initial recognition.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading and financial
assets designated upon initial recognition as at fair value through profit or loss. A financial asset is
classified as held for trading if acquired principally for the purpose of selling in the short term. Assets
in this category are classified as current assets if expected to be settled within twelve months,
otherwise, they are classified as non-current.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They are included in current assets, except for maturities greater
than twelve months after the balance sheet date, which are classified as non-current assets. Loans and
receivables comprise advances, deposits and other receivables in the consolidated balance sheet.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this category or not
classified in any of the other categories. They are included in non-current assets unless management
intends to dispose of the investments within twelve months from the consolidated balance sheet date.
Held-to-maturity

Financial assets with fixed or determinable payments and fixed maturity, where management has the
intention and ability to hold till maturity are classified as held-to-maturity and are stated at amortized
cost.

4.9.2.Recognition and measurement

All financial assets are recognized at the time when the Group becomes a party to the contractual
provisions of the instrument. Regular purchases and sales of investments are recognized on trade-date
— the date on which the Group commits to purchase or sell the asset. Financial assets are initially
recognized at fair value plus transaction costs for all financial assets not carried at fair value through
profit or loss. Financial assets carried at fair value through profit or loss are initially recognized at fair
value and transaction costs are expensed in the consolidated profit and loss account. Financial assets
are derecognised when the rights to receive cash flows from the assets have expired or have been
transferred and the Group has transferred substantially all the risks and rewards of ownership.
Available-for-sale financial assets and financial assets at fair value through profit or loss are
subsequently carried at fair value. Loans and receivables and held-to-maturity investments are carried
at amortised cost using the effective interest rate method.

Gains or losses arising from changes in the fair value of the 'financial assets at fair value through profit
or loss' category are presented in the consolidated profit and loss account in the period in which they
arise. Dividend income from financial assets at fair value through profit or loss is recognised in the
consolidated profit and loss account as part of other income when the Group's right to receive
payments is established.
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4.10.

4.11.

4.12.

4.13.

Changes in the fair value of securities classified as available-for-sale are recognised in other
comprehensive income. When securities classified as available-for-sale are sold or impaired, the
accumulated fair value adjustments recognised in equity are included in the consolidated profit and
loss account as gains and losses from investment securities. Interest on available-for-sale securities
calculated using the effective interest method is recognised in the profit and loss account. Dividends
on available-for-sale equity instruments are recognised in the profit and loss account when the
Group’s right to receive payments is established.

The fair values of quoted investments are based on current prices. If the market for a financial asset is
not active (and for unlisted securities), the Group measures the investments at cost less impairment in
value, if any.

The Group assesses at each balance sheet date whether there is objective evidence that a financial
asset or a group of financial assets is impaired. If any such evidence exists for available-for-sale
financial assets, the cumulative loss is removed from equity and recognised in the consolidated profit
and loss account. Impairment losses recognised in the consolidated profit and loss account on equity
instruments are not reversed through the consolidated profit and loss account. Impairment testing of
trade debts and other receivables is described innote 4.12.

Financial liabilities

All financial liabilities are recognised at the time when the Group becomes a party to the contractual
provisions of the instrument.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled
or expired. Where an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as a derecognition of the original liability and the recognition of a
new liability, and the difference in respective carrying amounts is recognized in the consolidated
profit and loss account.

Offsetting of financial assets and financial liabilities

Financial assets and financial liabilities are offset and the net amount is reported in the consolidated
financial statements only when there is a legally enforceable right to set off the recognized amount
and the Group intends either to settle on a net basis or to realize the assets and to settle the liabilities
simultaneously.

Trade debts and other receivables

Trade debts and other receivables are recognized initially at invoice value, which approximates fair
value, and subsequently measured at amortized cost using the effective interest method, less provision
for impairment. A provision for impairment of trade debts and other receivables is established when
there is objective evidence that the Group will not be able to collect all the amount due according to
the original terms of the receivable. The provision is recognized in the consolidated profit and loss
account. When a trade debt is uncollectible, it is written off against the provision. Subsequent
recoveries of amounts previously written off are credited to the profit and loss account.

Cash and cash equivalents

Cash and cash equivalents are carried in the consolidated balance sheet at cost. For the purpose of
consolidated cash flow statement, cash and cash equivalents comprise cash in hand, balance with
banks on current and deposit accounts and other short term highly liquid investments that are readily
convertible to known amounts of cash. Short term loans that are repayable on demand and form an
integral part of the Group's cash management are included as a component of cash and cash
equivalents for the purpose of consolidated cash flow statement.
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4.14.

4.15.

4.16.

4.17.

Borrowings

Borrowings are recognized initially at fair value, net of transaction costs incurred. Borrowings are
subsequently stated at amortized cost, any difference between the proceeds (net of transaction costs)
and the redemption value is recognized in the consolidated profit and loss account over the period of
the borrowings using the effective interest method. Finance costs are accounted for on an accrual basis
and are reported under accrued finance cost to the extent of the amount remaining unpaid.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer
settlement of the liability for at least twelve months after the consolidated balance sheet date.

Trade and other payables

Trade and other payables are recognized initially at fair value and subsequently measured at
amortized cost using the effective interest method. Exchange gains and losses arising on translation in
respect of liabilities in foreign currency are subtracted/added to the carrying amount of the respective
liabilities.

Other amounts payable are carried at cost which is the fair value of the consideration to be paid in
future for goods and services.

Provisions

Provisions are recognized when the Group has a present legal or constructive obligation as a result of
past events, it is probable that an outflow of resources embodying economic benefits will be required
to settle the obligation and a reliable estimate of the amount can be made. Provisions are not
recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow shall be required in
settlement is determined by considering the class of obligations as a whole. A provision is recognised
even if the likelihood of an outflow with respect to any one item included in the same class of
obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and
the risks specific to the obligation. The increase in the provision due to passage of time is recognised
as interest expense.

Foreign currency transactions and translation

a) Functional and presentation currency

Items included in the consolidated financial statements of the Group are measured using the currency
of the primary economic environment in which the Group operates (the functional currency). The
consolidated financial statements are presented in Pak Rupees, which is the Group’s functional and
presentation currency. All other exchange differences are charged to consolidated profit and loss
account. All figures have been rounded off to the nearest thousand of rupees, unless otherwise stated.

b) Transactions and balances

Transactions in foreign currencies are translated into Pak Rupees at rates of exchange on the date of
transaction. Monetary assets and liabilities in foreign currencies are translated into Pak Rupees at the
rates of exchange ruling on the consolidated balance sheet date. Non monetary assets and liabilities
are stated using exchange rates that existed when the values were determined. As explained in note
14.1.3, exchange differences arising on translation of foreign currency loans utilized for the
acquisition of operating assets are capitalized and incorporated in the cost of such assets . All other
exchange differences are charged to consolidated profit and loss account.
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4.18.

4.19.

4.20.

4.21.

4.22.

Borrowing costs

General and specific borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, which are assets that necessarily take a substantial period of time to
get ready for their intended use or sale, are added to the cost of those assets, until such time as the
assets are substantially ready for their intended use or sale. Investment income earned on the
temporary investment of specific borrowings pending their expenditure on qualifying assets is
deducted from the borrowing costs eligible for capitalisation. All other borrowing costs are
recognised in consolidated profit or loss in the period in which they are incurred.

Revenue recognition

Revenue is recognised when it is probable that the economic benefits will flow to the Group and the
revenue can be measured reliably. Revenue is measured at the fair value of the consideration received
or receivable on the following basis:

Revenue from sale of electricity to CPPA-G, the sole customer of the Group, is recorded based upon
the output delivered and capacity available at rates as specified under the PPAs as amended from time
to time.

Interest income on delayed payments from CPPA-G is recognized on a time-apportioned basis using
the effective rate of return.

Income on bank deposits is accrued on a time proportion basis by reference to the principal
outstanding and the applicable rate of return.

Dividend on equity instruments is recognized when right to receive the dividend is established.

Dividend

Dividend distribution to the Group's shareholders is recognized as a liability in the period in which the
dividends are approved.

Share capital
Ordinary shares are classified as equity and recognized at their face value. Incremental costs directly
attributable to the issue of new shares are shown in equity as a deduction, net of tax, if any.

Deferred liabilities

Deferred liabilities are payable to staff on completion of prescribed qualifying period of service. The
main features of the schemes operated by the Group for its employees are as follows:

4.22.1 Defined benefit plan
a) Gratuity plan

Group maintains an approved gratuity fund for all permanent employees of the subsidiary company.
Provisions are made in the financial statements to cover obligations on the basis of actuarial
valuations carried out annually. The most recent actuarial valuation was carried out as at June 30,
2017 using the "Projected Unit Credit Method".

The actual return on plan assets represents the difference between the fair value of plan assets at the
beginning of the year and as at the end of the year after adjustments for contributions made by the
Group as reduced by benefits paid during the year.

The amount recognised in the balance sheet represents the present value of the defined benefit
obligation as reduced by the fair value of the plan assets.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions
are charged or credited to equity in consolidated other comprehensive income in the year in which
they arise. Past service costs are recognised immediately in the consolidated profit and loss account.
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b) Un-funded gratuity plan

Group operates an un-funded gratuity plan covering all permanent employees of the Parent Company.
Provision is made annually to cover the liability under the scheme.

¢) Accumulated compensated absences

Group has a policy to provide for compensated absences of its employees in accordance with
respective entitlement on cessation of service; related expected cost thereof has been included in the
consolidated financial statements.

4.22.2 Defined contribution plan

Group operates a recognized provident fund for all eligible employees of the subsidiary company.
Equal monthly contributions are made, both by the Group and the employees, to the fund at the rate of
10% of salary. The Group has no further payment obligations once the contributions have been paid.
Obligations for contributions to the defined contribution plan are recognised as an expense in the
consolidated profit and loss account as and when incurred.

4.23 Contingent liabilities

Contingent liability is disclosed when:

- there is a possible obligation that arises from past events and whose existence will be confirmed only
by the occurrence or non occurrence of one or more uncertain future events not wholly within the
control of the Group; or

- there is present obligation that arises from past events but it is not probable that an outflow of
resources embodying economic benefits will be required to settle the obligation or the amount of the
obligation cannot be measured with sufficient reliability.

4.24 Operating leases

Leases where a significant portion of the risks and rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under operating leases (net of any incentives received
from the lessor) are charged to profit on a straight-line basis over the lease term.

5. Issued, subscribed and paid up share capital

2017 2016 2017 2016
(Number of shares) (Rupees in thousand)
359,480,000 359,480,000 Ordinary shares of Rs 10 each 3,594,800 3,594,800
fully paid in cash
3,900,000 3,900,000 Ordinary shares of Rs 10 each issued 39,000 39,000
for consideration other than cash
363,380,000 363,380,000 3,633,800 3,633,800

5.1. The Ultimate Parent Company, Descon Engineering Limited (DEL), holds 211,397,063 (2016:
211,397,063) ordinary shares of Rs 10 each at the year end.

2017 2016
6. Sponsors' loans - unsecured (Rupees in thousand)
Long term finances - note 6.1 - 100,000
Interest on long term finances - note 6.2 - 3,235
- 103,235
Current portion shown under current liabilities - (103,235)
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6.1. This represented funds received from DEL ( Ultimate Parent Company).

6.2. The loan amount was payable within a period of five (5) years from the Execution Date (the
"term") in one or more installments. The term was extendable with mutual consent of the parties.
As per agreement between the Group, MCB Bank Limited and DEL, all amounts (including mark-
up) due under the Sponsors' loans were subordinated to the loan facility from MCB Bank Limited.
These loans were unsecured and carried mark up at six months Karachi Inter Bank Offer Rate
(KIBOR) plus 300 basis points (2016: six months KIBOR plus 300 basis points). The mark-up
rate charged during the year on the outstanding balance was 9.36% (2016: 9.36% to 12.56%)
per annum.

2017 2016
(Rupees in thousand)

7. Long term finances

Loans from financial institutions 6,742,553 6,165,169

Loan from associated company - 2,534,571
6,742,553 8,699,740

Current portion shown under current liabilities (2,697,021) (4,259,127)
4,045,532 4,440,613

Loans from financial institutions:

Secured Facility Note

National Bank of Pakistan ('NBP") LTCF loan 7.1 - 5,352,338
Standard Chartered Bank Facility A 7.2 3,834,053 -
Standard Chartered Bank Facility B 7.3 2,908,500 -
Unsecured

Australia and New Zealand Banking
Group Limited ('ANZ') Supplier's loan 7.4 - 812,831
6,742,553 6,165,169

Loan from an associated company:

Long term liability - unsecured EPC Deferral

7.5 - 2,534,571
(AMSA) o

Total long term loans 6,742,553 8,699,740
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2017 2016
Less: current portion of long term loans (Rupees in thousand)
National Bank of Pakistan ('NBP') LTCF loan - (1,529,239)
Australia and New Zealand Banking
Group Limited ('ANZ') Supplier's loan - (812,831)
Standard Chartered Bank Facility A (1,533,621) -
Standard Chartered Bank Facility B (1,163,400) -
Long term liability - unsecured EPC Deferral (AMSA) - (1,917,057)

7.1

7.2

7.3

7.4

7.5

(2,697,021)  (4,259,127)
4,045,532 4,440,613

Long Term Credit Facility (LTCF) loan was co-financed by the World Bank (US$ 119.7 million) and
The Export and Import Bank of Japan (US$ 49.6 million). National Bank of Pakistan (NBP) acted as
an administrator of the loan. Further, this facility included capitalized mark-up / interest amounting to
US$ 49.7 million. This facility carried mark-up at the rate of 1 year US Treasury Bill rate plus 3% per
annum; or World Bank Lending rate plus 2.5% per annum payable semi-annually, whichever is
higher, up to the date of termination of senior loan and 1 year US Treasury Bill rate plus 4% per
annum; or World Bank Lending rate plus 3.5% per annum, whichever is higher, after the date of
termination of senior loan. During the year, total amount of the LTCF loan has been repaid before
maturity.

During the current year, the Group has repaid LTCF loan by refinancing it with loan Facility-A from
Standard Chartered Bank ('SCB') . This facility carries mark-up at the rate of 3 months LIBOR + 4%,
payable quarterly. The said loan is secured by first charge on fixed assets of the Group amounting to
USD 49 million, assignment of receivable relating to capacity payments and lien on debt service
account maintained with SCB Pakistan. The loan will be repaid in five equal semi-annual instalments
ending on September 30,2019.

During the current year, the Group has repaid AMSA loan by refinancing it with Facility B from
Standard Chartered Bank. The said loan is secured by assignment of receivable relating to capacity
payments and lien on collection account maintained with the Trustee. This facility carries mark-up at
the rate of three months US Dollar LIBOR + 1.4% payable quarterly. The loan will be repaid in 10
equal quarterly instalments ending on December 31, 2019.

Initially, the supplier's loan repayment was agreed to be made out of funds available on Repayment
Date after fulfilling the funding requirements as per the provisions of Master Agreement before
distribution of dividend with the Repayment Date of March 2015. As per revised Memorandum of
understanding (‘MoU") between the Group, sponsors and lenders, the long term liability was agreed to
be repaid in six unequal semi-annual instalments starting from September 2015. It had also been
agreed that the long term liability would be subject to 6% per annum interest compounded semi-
annually from the period starting July 1,2015. The payments during the year were deferred owing to
the non-compliance of requirements of the revised MoU and repayment of instalments was extended
to September 30, 2016. During to the year, the entire loan along with accumulated interest was paid
offonJuly 22,2016.

The entire amount of the AMSA (EPC Deferred) loan, along with interest was repaid by the Group on
June 22,2017.
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7.6

Major terms of the above loans are as under:

Arranger / underwriter

Facility amount

Facility utilized

Term in years

Repayment terms

Interest per annum

and payment terms

Amounts outstanding

under the facilities as at June 30, 2017 US$ 36.515 million

8. Deferred liabilities

8.1.

8.2.

2017 2016
(Rupees in thousands)
SCB SCB LTCF Supplier's EPC Deferral
Facility A Facility B loan loan (AMSA)
SCB SCB NBP ANZ Siemens AG
USS$ 36.515 million  US$ 27.700 million US$ 219.08 million ~ US$ 17 million ~ USS 24.2 million

US$ 36.515 million

25

5 equal semi-annual
instalments
3-Month LIBOR +
4%
Quarterly

US$ 27.700 million US$ 219.08 million ~ US$ 17 million

Classified under non-current liabilities

Unfunded

Staff gratuity

Compensated absences

Funded

Defined benefit obligations

Staff gratuity
Opening liability

Provision for the year

Amount paid
Closing liability

Compensated absences

Opening liability

Provision for the year

Amount paid
Closing liability

US$ 24.2 million

2.5 Repaid during Repaid during Repaid during
the year the year the year
10 equal quarterly Not applicable Not applicable Not applicable
instalments
3-Month LIBOR +
6% compounded 5%
1.4%
note 7.1
Quarterly semi-annually Payable semi-annually
US$ 27.700 million None None None
2017 2016
(Rupees in thousands)
- note 8.1 3,015 2,305
- note 8.2 387 332
3,402 2,637
- note 8.3 19,997| | 17,061
19,997 17,061
23,399 19,698
2,305 1,656
710 649
3,015 2,305
3,015 2,305
332 242
55 90
387 332
387 332
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8.3. The latest actuarial valuation of the defined benefit obligation scheme of Group's subsidiary was
carried out as June 30, 2017 under the Projected Unit Credit Method as per the requirements of
approved accounting standard - International Accounting Standard 19, the details of which are as

follows:
2017 2016
(Percentage)

Actuarial assumptions
Valuation discount rate 7.75% 7.25%
Expected rate of increase in salaries 7.75% 7.25%
Mortality rates SLIC (2001-05)-1  SLIC (2001-05)-1
Net defined benefit obligation (Rupees in thousands)
The amounts recognized in consolidated balance sheet are as follows:
Present value of defined benefit obligation 30,204 23,291
Fair value of plan assets (10,207) (6,230)
Liability in balance sheet 19,997 17,061
Movement in net defined benefit obligation
Net liability as at July 1 17,061 17,196
Current service cost 4,560 4,584
Net interest on defined benefit obligation 1,812 1,929
Return on plan asset during the year (575) (366)
Charged to the consolidated profit and loss account 5,797 6,147
Total remeasurements for the year charged to other comprehensive income 2,453 (216)
Contributions made by the Group during the year (5,314) (6,066)
Net liability as at June 30 19,997 17,061
Changes in present value of defined benefit obligation
Present value of defined benefit obligation -

beginning of the year 23,291 18,155
Current service cost 4,560 4,584
Interest cost 1,812 1,929
Remeasurement losses / (gains) on obligation 2,062 (492)
Benefits paid (1,521) (885)
Present value of defined benefit obligation end of the year 30,204 23,291
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2017 2016

Changes in fair value of plan assets
(Rupees in thousands)

Fair value of plan assets - beginning of the year 6,230 960
Expected return on plan assets 575 366
Remeasurement losses on plan assets (391) (277)
Benefits paid (1,521) (885)
Contribution to fund 5,314 6,066
Fair value of plan assets - end of the year 10,207 6,230

Amounts recognized in the consolidated profit and loss account

Current service cost 4,560 4,584
Interest cost 1,812 1,929
Expected return on plan assets (575) (366)

5,797 6,147

Total remeasurements charged to consolidated other comprehensive income

Actuarial gains from changes in financial assumptions (71) (270)
Experience adjustments 2,133 (223)
2,062 (493)
Remeasurements in plan assets 391 277
2,453 (216)
Composition / fair value of plan assets 2017 2016
(t};l;z(:;;:; Percentage (tl;l;?l:';i:; Percentage
Term deposit receipts 341 3% 326 5%
Cash and cash equivalent (after
adjusting current liabilities) 9,865 97% 5,904 95%
10,206 100% 6,230 100%

Available historical information

Amounts for current period and previous four annual periods of the present value of defined benefit obligation and fair value of plan
assets are as follows :

2017 2016 2015 2014 2013
(Rupees in thousands)

Present value of defined
benefit obligation 30,204 23,291 18,156 10,068 21,984

Fair value of plan assets (10,207) (6,230) (960) (1,423) (17.859)
Deficit in plan 19,997 17,061 17,196 8,645 4,125

Experience adjustment arising on
plan liabilities loss/(gain) 2,062 (492) 1,227 3,594 2,171

Experience adjustment arising on
plan assets (loss) / gain 391) 277) (88) 191 (592)
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8.4. The sensitivity of the defined benefit obligation to changes in the weighted principal assumptions is:

Impact on defined benefit obligation
2017 2016

Changes in Increase in Decrease Increase in Decrease
assumptions assumption assumption assumption assumption

(Rupees in thousand) (Rupees in thousand)

Discount rate 1% (2,517) 2,887 (2,063) 2,387
Salary growth rate 1% 2,707 (2,410) 2,483 (2,181)

8.5

8.6

The above sensitivity analysis are based on a change in an assumption while holding all other
assumptions constant. In practice, this is unlikely to occur, and changes in some of the assumptions
may be correlated. When calculating the sensitivity of the defined benefit obligation to significant
actuarial assumptions, the same method (present value of the defined benefit obligation calculated
with the projected unit credit method at the end of the reporting period) has been applied as when
calculating the defined benefit obligation recognized within the statement of financial position.

Provident fund related disclosures

The Group has set up provident fund for its permanent employees of its subsidiary and the
investments out of Provident Fund have been made in accordance with the provisions of section 218
of the Companies Act, 2017 and the rules formulated for this purpose. The following information is
based on the un-audited financial statements of the provident fund as at June 30, 2017:
2017 2016
(Rupees in thousands)
(un-audited)

(i) Size of the Fund 38,963 31,576
(i1) Cost of investments made 14,500 14,500
(iii) Percentage of investments made 37% 46%
(iv) Fair value of investments 18,467 17,354

8.6.1. The breakup of fair value of investments is:

2017 2016
(Rupees in %o (Rupees in %
thousand) thousand)
Investment in
mutual funds 18,467 47.40% 17,354 54.96%
9. Deferred taxation
Deferred taxation -note 9.1 913,145 901,200

9.1

The gross movement in net deferred tax liability during the year is as

follows:
Opening balance 901,200 804,159
Deferred tax expense charged to consolidated profit and loss account 11,945 97,041
Closing balance 913,145 901,200

The Parent Company expects to receive dividend from its subsidiaries in the foreseeable future.
Accordingly a deferred tax liability on undistributed profits of the subsidiary company has been
recognized in these consolidated financial statements.
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10. Trade and other payables

Trade creditors - note 10.1

Payable to CPPA-G for gas efficiency and import of energy
Natural gas charges to Sui Northern Gas Pipelines
Limited ('SNGPL')

Accrued liabilities

Lenders' related costs

Workers' Profit Participation Fund - note 10.2
Workers' Welfare Fund -note 10.3 & 10.4
Operation and maintenance charges payable to

related parties - note 10.5
Others - note 10.6

Withholding income tax payable
Unclaimed dividend

Provision of guarantee issued - note 10.7

10.1. This includes the following amounts due to related parties:

Due to Ultimate Parent Company

Descon Engineering Limited

Due to associated companies/related parties
Descon Power Solutions (Private) Limited
Descon Corporation (Private) Limited
Siemens Pakistan Limited

Siemens AG

10.2. Workers' Profit Participation Fund
Opening balance

Provision for the year - note 19.4

Payments made during the year
Closing balance

10.3. Workers' Welfare Fund
Opening balance

Provision for the year - note 19.5

Payments made during the year
Reversal of provision
Closing balance

2017 2016
(Rupees in thousands)
316,155 90,629
125,030 103,438
1,981,217 2,008,385
15,634 26,627
155,466 201,241
259,304 225,788
353,557 241,907
783,961 695,563
17,476 2,414
726 12,090
6,842 6,842
3,231,407 2,919,361
19,234 7,940
62,031 45,201
753 1,043
93,213 -
87,991 -
263,222 54,184
201,241 183,075
155,466 201,241
356,707 384,316
(201,241) (183,075)
155,466 201,241
- 202,567
- 202,567
- (202,567)

@ ANNUAL REPORT 2017

o



o

ALTERN ENERGY LIMITED

10.4

10.5

10.6.

10.7

Workers' Welfare Fund ("W WEF") has not been provided for in these consolidated financial statements
based on the advice of the Group's legal consultant. However, in case the Group pays WWF, the same
isrecoverable from CPPA-G as a pass through item as per the PPAs with CPPA-G.

This represents the following amounts due to related parties: 2017 2016
(Rupees in thousand)
Siemens Pakistan Limited 19,598 120,029
Siemens AG 115,394 97,814
ESB International Luxembourg 124,312 7,945
259,304 225,788

This includes the following amounts due to related parties:

Siemens Pakistan Engineering Company Limited 23,420 -

Siemens AG 229,712 -

Descon Engineering Limited 11,394 3,530
264,526 3,530

The Group has filed an appeal against the judgment of a single judge to challenge the levy and
collection of infrastructure fee / cess imposed through the Sindh Finance (Amendment) Ordinance,
2001 on the movement of goods entering or leaving the province from or for outside the country.

The Court by its orders dated 20 February 1997, and 26 March 2001, 11 November 2003 granted the
stay on levy of this fee / cess on the condition that Group will furnish bank guarantee of equivalent
amount till the final decision is made by the Court. Accordingly, the Group had arranged bank
guarantees of Rs 64.95 million in favour of Director Excise and Taxation, Karachi and made full
provision in the financial statements up to June 30, 2010. During the year 2008, the Honorable High
Court of Sindh in its decision dated September 17, 2008 declared the imposition of levy of
infrastructure fee / cess on import of material before December 28, 2006 as void and invalid, and
ordered the guarantees to be returned and encashed. However, the levy imposed w.e.f. December 28,
2006 was declared to be legal and valid. The Government of Sindh has filed the appeal before
Honourable Supreme Court of Pakistan against the order of High Court of Sindh. Group has also filed
an appeal before Supreme Court of Pakistan against the Honourable High Court's decision of
imposition of levy after December 28, 2006. During the year June 30, 2011, the Supreme Court of
Pakistan ordered to agitate this matter before High Court of Sindh. The High Court by consent of the
Excise and Taxation department has passed an order whereby it has mainly ordered to discharge any
bank guarantee furnished for consignments cleared up to December 27, 2006 and any guarantee for
consignment cleared after December 27, 2006 shall be encashed to the extent of 50% and a bank
guarantee for remaining amount will be kept alive till the future disposal of litigations. For future
consignments goods will be cleared after 50% of payment of the disputed amount would be paid by
the respondents and furnishment of bank guarantee of balance of 50%. Accordingly the Group has
made provision of Rs 6.842 million (2016 : Rs 6.842 million) being 50% of disputed amount i.e. Rs
13.684 million.

11. Short term borrowings - secured

During the previous year, the Group had entered into an agreement with a consortium of local banks,
[Faysal Bank Limited, Bank Alfalah Limited, Soneri Bank Limited and Silk Bank Limited | led by
Faysal Bank Limited, to avail working capital facility of Rs 900 million. The facility carried mark-up
at three months KIBOR plus 3% per annum . The facility was obtained against pari passu charge of Rs
3,766 million over all present and future fixed assets and current assets of the Group in favour of the
security trustee. The facility expired during the previous year.
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Moreover, the Group extended its agreement with Habib Metropolitan Bank Limited to avail running
finance facility of Rs 200 million (2016: Rs 100 million). The facility carries mark-up at three months
KIBOR plus 1% per annum (2016: three months KIBOR plus 1.5% per annum). The facility was
obtained against first charge of Rs 800 million over current assets at 25% margin registered with
SECP. The mark-up rate charged during the year on the outstanding balance ranged from 7.12% to
7.62% (2016: 7.85%) per annum.

2017 2016
12. Derivative financial instrument (Rupees in thousand)
Interest rate swap -note 12.1 157,389 -

12.1.

This represents derivative interest rate swap arrangement with a commercial bank. Under the terms of
the arrangement, the Group pays a fixed interest rate of 4.80% to the arranging bank on the notional
US Dollar (USD) amount for the purposes of the interest rate swap, and receives 3-Month US Dollar
London Inter-Bank Offered Rate ('LIBOR') on the notional US Dollar (USD) amount from the
arranging bank. There have been no transfer of liabilities under the arrangement, only the nature of
interest payment has changed. The derivative interest rate swap outstanding as at June 30, 2017 has
been marked to market and the resulting loss has been included in the consolidated profit and loss
account.

13. Contingencies and commitments

13.1.

(1)

(ii)

(iii)

Contingencies in respect of:

In August 2014, the taxation authorities issued a Show Cause Notice amounting to Rs 157 million on
account of input sales tax alleged to be wrongly claimed for the period July 2009 to June 2013. The
department is of the view that input tax paid by Group should be split among taxable and non-taxable
supplies. Group, based on the legal advice received, is of the view that component of capacity revenue
is not considered value of supply and rule of apportionment is not applicable in case of IPPs for the
reason that the ultimate product is electrical energy, which is taxable. Group submitted reply to the
Show Cause Notice which was rejected by the tax authorities and a demand for this amount was
created by the tax authorities. Group filed an appeal with Appellate Tribunal Inland Revenue ('ATIR')
against the demand which was rejected. Thereafter, the Group preferred an appeal before Honorable
Lahore High Court who granted stay to the Group after payments of Rs 10.12 million were made
against the total demand of Rs 157 million. The Honourable Lahore High Court vide its judgment in
caseno. STR 120/2015 dated October 31, 2016 has decided the issue in favour of the Group. However
the tax department, being aggrieved, filed an appeal in the Honourable Supreme Court of Pakistan.
The case is yet to be heard by the Honourable Supreme Court of Pakistan. Based on the advice of
Group's legal counsel, management believes that there are sufficient grounds to defend Group's stance
in respect of the above-mentioned input sales tax claimed by Group. Consequently, no provision has
been recognized in these consolidated financial statements.

The taxation authorities raised tax demand of Rs 0.240 million under section 122 (5A) of the Income
Tax Ordinance, 2001 for the tax year 2006, which was rectified to Rs 0.084 million upon Group's
request. Group filed appeal before Commissioner Inland Revenue Appeals [CIR(A)] which was
decided in Group's favour. Aggrieved with the decision of CIR (A), the department has filed appeal
with ATIR, the hearing on the case is completed and now the order of the court on subject case is
pending.

The tax authorities raised tax demand of Rs 0.743 million under section 122 (5A) of the Income Tax
Ordinance, 2001 for the tax year 2009. Group preferred an appeal before CIR(A) against the
impugned tax demand, the learned CIR(A) decided the appeal in favour of Group thereby deleting the
alleged tax demand. The department has filed an appeal before the ATIR against the order of CIR(A)
and the case is pending for adjudication.
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(iv)

™)

(vi)

(vii)

(viii)

The taxation authorities raised tax demand under section 122 (5A) of the Income Tax Ordinance, 2001
for the tax years 2010, 2011, 2012 and 2013. The total demand raised amounts to Rs 9.3 million.
Group preferred appeals against the foregoing demands with CIR(A), on which learned CIR(A) has
deleted the demands raised by the tax authorities and decided the case in favour of Group. The DCIR
did not take complete appeal effect in order under section 124 in accordance with CIR (A)’s order.
Group has applied for rectification of said department order and also filed appeal before CIR (A)
against the order passed under section 124/129 of the Income Tax Ordinance, 2001. On Group's
application, department has now taken complete effect of the order of CIR(A) and rectified its earlier
aforesaid order. Further the department has filed an appeal before the ATIR against the order of
CIR(A) and now the case is pending adjudication.

For tax years 2011, 2012 and 2014, the tax authorities raised an aggregate demand of Rs 191.412
million subjecting capacity price payments to minimum taxation under section 113 of the Income Tax
Ordinance, 2001. The CIR(A) deleted the demand for tax year 2012 while the matter was remanded
back to the taxation officer for tax years 2011 and 2014. Group and the tax department have filed
appeals to ATIR against the order of CIR(A) on this matter.

Based on advice of the Group's tax advisor and the decision of the CIR(A) for tax year 2012 on a
similar issue, the management believes that there are meritorious grounds to defend the Group's
stance in respect of this matter. Consequently, no provision has been made in these consolidated
financial statements.

The taxation authorities in pursuance of its show cause notice under section 182/114 of the Income
Tax Ordinance, 2001 for imposition of penalty for late filing of return for tax year 2014, issued order
thereby creating a demand amounting to Rs 16.84 million. Aggrieved with the said department order,
Group has preferred an appeal before CIR(A) and now the appeal is pending adjudication.

Based on the advice of Group's legal counsel, the management believes that there are sufficient
grounds to defend Group's stance in respect of the above-mentioned orders of the tax authorities.
Consequently, no provision has been recognized in these consolidated financial statements.

In November 2012, the tax authorities raised demand of Rs 2,026 million on account of input sales tax
along with default surcharge and penalty alleging non-apportionment of input tax to revenue
representing Capacity Purchase Price for the period July 2007 to June 2011. The demand was upheld
up to the level of the ATIR and the matter is now pending before the Islamabad High Court on
reference application filed by Group. The Islamabad High Court also suspended order of the ATIR
while deciding the petition for stay against tax recovery filed by Group.

In October 2013, the tax authorities issued show-cause notice for sales tax demand of Rs 675 million
along with default surcharge and penalty on the same matter for the period July 2011 to June 2012.
On petition filed by Group, the High Court directed the assessing officer to decide the case of the
company in line with the expected judgment of the High Court on the same matter. Similar demands
of Rs 1,384 million along with default surcharge and penalty for the period July 2012 to June 2014
were remanded back to the Taxation Officer by CIR (A) with the same directions.

As the matter of apportionment of input sales tax is common to the power generation industry, it is
likely to be decided by the Honourable Islamabad High Court by taking up all related appeals jointly.
Based on the opinion of Group's legal counsel and in the view of the latest favourable decision on a
similar issue in a parallel case by the Lahore High Court, a favourable outcome is expected and no
provision in this regard has been made in these consolidated financial statements.

CPPA-G had raised invoices for liquidated damages ('LDs') to Group for the operating year starting
from December 11,2012 to December 10, 2013 (after taking into account forced outage allowance
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(ix)

x)

stipulated under the terms of Power Purchase Agreement) on account of short supply of electricity by
Group, which was due to cash flow constraints of Group as a result of default by CPPA-G in making
timely payments. Estimated amount of liquidated damages is not expected to exceed Rs 1,587.733
million as at June 30,2017 based on the best estimate of the management of Group and invoice raised
by National Transmission and Dispatch Company Limited.

Group disputes and rejects the claim on account of liquidated damages on the premise that its failure
to dispatch electricity was due to CPPA-G’s non-payment of dues on timely basis to Group and
consequential inability of Group to make timely payments to its gas supplier that resulted in
inadequate level of electricity production owing to curtailment / suspension of gas supply. In this
regard, Group initiated the expert adjudication under the dispute resolution procedures specified in
the Power Purchase Agreement. The case was decided by the expert in Group’s favour in August
2014. Decision of the expert is however not legally binding on any party. The Off-taker, through its
letter dated August 2, 2016, communicated to Group that it will challenge the decision of the expert in
arbitration proceedings. During the year CPPA-G gave the proposal for settlement of LDs dispute.
Terms of settlement are to be signed in a proposed Settlement Agreement.

Under the Settlement Agreement, the period of non-performance due to unavailability of gas shall be
treated as Other Force Majeure Event (OFME") by the CPPA-G. As a result, Group will not be entitled
to any Capacity payment ('CPP") for this period from CPPA-G and CPPA-G will not levy any LDs on
the Group. By declaration of OFME , the PPA of Group will be extended by the OFME period.

Settlement Agreement has been agreed by the respective Boards of CPPA-G and Group and is
pending approval of the ECC. Once it is approved , Group will refund the capacity payments already
received which pertain to 2013 LDs period. The event will be treated as OFME and PPA will be
extended for 86 days.

Similarly, in January 2017, the SNGPL suspended the gas supply for a period of 26 days, as a result
CPPA-G levied LDs amounting to Rs 731 million. Group disputes this amount on the premise that it
has already issued an OFME notice to CPPA-G in January for a period of 26 days. The same period is
also contemplated as OFME in the proposed settlement agreement. Due to declaration of OFME,
Group did not raise capacity invoice for the period of gas curtailment.

Based on the above grounds, no provision for liquidated damages has been recognised in these
consolidated financial statements the management expects that the ultimate outcome of the case will
be in favour of Group.

For tax year 2014, in addition to minimum tax mentioned in subsection (v) of note 13.1, income tax of
Rs 226.313 million was also levied on interest income and supplemental charges by disallowing set-
off of such income against depreciation losses. While the CIR(A) upheld the taxation of supplemental
charges, the issue of set-off of unabsorbed tax depreciation was remanded back to the assessing
authority. Both Group and the tax authorities have filed appeals to the ATIR on this matter.

Based on advice of Group's tax advisor and favourable decision on a similar issue in a parallel power
sector case, the management believes that there are meritorious grounds to support the Group's stance
in respect of this matter. Consequently, no provision for this amount has been made in these
consolidated financial statements.

For the tax years 2011, 2012 and 2013, an aggregate demand of Rs 147.570 million on account of
WWEF was raised by the tax authorities, of which Rs. 84.348 million has been paid by Group. For the
Tax Years 2011 and 2013, the ATIR has already ruled in favour of Group following the decision of the
Honourable Supreme Court of Pakistan, whereas appeal for the Tax Year 2012 is also likely to be
decided in a similar way. Group has applied to the tax authorities for refund of WWF paid for the Tax
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Years 2011 and 2013. Similar demands aggregating to Rs 251.390 million were raised for the Tax
Years 2009, 2010 and 2014 which were set-aside by the CIR(A). The management is confident of a
favourable resolution of this matter in view of decision of the Honourable Supreme Court of Pakistan,
holding the amendments brought through in the WWF Ordinance 1971 by the Finance Act 2008 as

void and illegal.

Based on advice of the Group's legal counsel, the management believes that there are meritorious
grounds to support the Group's stance in respect of the above mentioned matters relating to WWE.
Consequently, no provision for the aggregate amount of Rs 398.96 million has been made in these

consolidated financial statements.

13.2. Commitments in respect of

(i) Habib Metropolitan Bank Limited has issued bank guarantee for Rs 326.32 million (2016 : Rs 326.32
million) in favour of SNGPL as a security to cover gas supply for which payments are made in arrears.

The guarantee will expire on September 14,2017, which is renewable.

(i1) Group hasissued the following guarantees in favour of:

- Bank guarantees have been issued to the excise and taxation department aggregating Rs 31.842

million (2016: Rs 26.842 million).

- Bank guarantee has been issued to Collector of Customs amounting to Rs 2.75 million (2016: Rs

2.75 million).

- Standby letter of credit facility of Rs 4,120 million (2016: Rs 4,120 million) has been availed from
NBP against cash collateral of equivalent amount, in favour of SNGPL as a security to cover gas
supply for which payments are made in arrears and a guarantee amounting to Rs 0.688 million (2016:

Rs 0.688 million) is available from Bank Alfalah Limited favouring PSO against fuel supply.
(iii) Letters of credits for capital expenditure Nil (2016: Rs 4.041 million)

(iv) Letters of credit other than capital expenditure Rs 4.036 million (2016: Rs 1.870 million)

2017 2016
(Rupees in thousand)

14. Property, plant and equipment

Operating fixed assets - note 14.1 20,372,273 21,863,758

Major spare parts and standby equipment - note 14.2 3,870
Capital work- in- progress - note 14.4 645

20,376,788 21,878,189
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2(017 2016

14.2. Major spare parts and standby equipment Rupees in thousand)

Opening balance 5,001 6,044
Additions during the year 11,053 4,643
16,054 10,687
Transfers during the year (12,184) (5,686)
Closing balance 3,870 5,001
14.3. Details of property, plant & equipment disposed off during the current year are:
Cost Accumulated Written Sale Mode of Purchaser
depreciation down value proceeds disposal
(Rupees in thousand)
Charged to st .
Capital spares 73,204 32,941 40,263 argec 1o S " Not applicable
consumption
Plant and Auction
ant an 4282 4282 . 54 Bid External Party-
machinery
Thtramul haq
Vehicles |
; . Employee-
1,034
Suzuki Cultus 427 607 607 Group policy Umer Arshad
Auction
i - . External Party-
Hiace Van 740 740 862 Group policy Mohammad
Sarwar
79,260 38,390 40,870 1,523
Details of property, plant & equipment disposed off during the previous year were:
Cost Accumulated Written Sale Mode of Purchaser
depreciation down value proceeds disposal
(Rupees in thousand)
Charged to st
Capital spares 1,089 490 599 argec fo S ore Not applicable
consumption
Vehicles
Suzuki Cultus 827 662 165 165
Group policy Employee-
Zeeshan Ul Haq
Toyota Prado 7,979 6,383 1,596 1,596 Employee-
Group policy Mubashar
Ahmed
9,895 7,535 2,360 1,761
2017 2016
. . Rupees in thousand
14.4. Capital work- in- progress (Rup )
Civil works 645 6,285
Intangible assets - ERP - 631
Advances to suppliers - 2,514
645 9,430
The reconciliation of the carrying amount is as follows:
Opening balance 9,430 650
Additions during the year 4,915 9,430
Charged to the consolidated profit and loss account - note 24 (631) -
Transfers to operating fixed assets (13,069) (650)
Closing balance 645 9,430

@ ANNUAL REPORT 2017




o

ALTERN ENERGY LIMITED

15. Intangible assets

Cost

Cost as at July 01
Additions during the year
Cost as at June 30

Amortization

Accumulated amortization as at July 01
Amortization charge for the year
Accumulated amortization as at June 30

Net book value as at June 30

-note 15.1

2017 2016

(Rupees in thousand)
11,925 6,414
631 5,511
12,556 11,925
4,551 597
4,263 3,954
8,814 4,551
3,742 7,374

15.1. The amortization charge for the year has been allocated to administrative expenses (note 24).

15.2. ERP system has been implemented by Descon Corporation (Private) Limited (DCL), an associated

undertaking under service level agreements

15.3. The cost of fully amortised assets still in use as at June 30,2017 is Rs 0.250 million (2016: Nil).

16. Long term loans to employees - secured

This represents transport loan facility to employees. The Group contributes 80% of the cost of the
vehicle which is recoverable in 60 equal monthly instalments from the employee. These vehicles are

in the name of the Group as a security.

This balance also includes interest free loans to key management personnel of the Group for house
building as per terms of their employment. As at June 30, 2017, the loans amount to Rs 12 million
(2016 : Rs 16 million) . As per the terms of the loan agreements, these loans are repayable in five years
in sixty (60) equal instalments. The loans are secured against mortgage of property.

Loans to employees as on June 30
Current portion of long term loan to employees - secured
Long term portion of loan to employees

17. Stores, spares and loose tools

Spares
Stores

Provision for slow moving and obsolete stores

2017 2016
(Rupees in thousand)

13,308 17,589
- note 19 (4,422) (4,357)
8,886 13,232

2017 2016

(Rupees in thousand)
634,019 522,883
25,245 60,261
659,264 583,144
- note 17.3 (5,696) -

653,568 583,144
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17.1 Stores, spares and loose tools include items which may result in fixed capital expenditure but are not
distinguishable.

17.2 All the stores, spares and loose tools of RPPL are held and managed by ESB Engineering and Facility
Management Limited and Descon Power Solutions (Private) Limited, the Operation and
Maintenance contractors of RPPL. As at June 30 2017, these stores and spares amounted to Rs 541
million (2016: 507 million).

2017 2016

17.3 Provision for slow moving and obsolete stores (Rupees in thousand)
Opening balance - -
Provision for the year - note 24 5,696 -

5,696 -
Stores written off against provision - -
Closing balance 5,696 -
18. Trade debts

Considered good - note 18.2 12,864,950 7,649,133
Considered doubtful - note 18.1 153,197 97,627
13,018,147 7,746,760

Provision for doubtful debts - note 18.1 (153,197) (97,627)
12,864,950 7,649,133

18.1 Provision for doubtful debts
Opening balance 97,627 40,347
Provision for the year - note 18.1.2 55,570 57,280

153,197 97,627
Amount written off against provision - -
Closing balance 153,197 97,627

18.1.1 This represents receivable from CPPA(G) against energy, capacity and supplemental charges. The

Group is entitled to claim supplemental charges from CPPA(G) in case of delayed payment at the
discount rate applicable as per PPAs with CPPA-G. Provision is recognised of the differential between
the amount of invoices raised by the Group and the amount acknowledged by CPPA-G.

The Group considered the amounts receivable from CPPA-G as good as performance of CPPA-G is
guaranteed by Government of Pakistan under Implementation Agreements signed between the Group
and Government of Pakistan.

18.1.2 During the year, provision of Rs 55.570 million (2016: Rs 57.280 million) has been made on account

18.2

of disputed amounts relating to energy and capacity charges, pass-through-item and corresponding
delayed interest over the disputed amounts. The provision has been charged to administrative
expenses as referred to in note 24.

These represent trade receivables from CPPA-G and are considered good. These are secured by a
guarantee from the Government of Pakistan under the Implementation Agreements and are in the
normal course of business and interest free, however, a delayed payment mark-up at the rates
applicable as per PPAs are charged in case the amounts are not paid within due dates. In the current
year markup on delayed payments was charged at 8.25 % (2016: 8.25%-9%).

o
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2017 2016
19. Advances, deposits, prepayments and (Rupees in thousand)
other receivables
Advances - considered good:

- To suppliers - note 19.1 51,964 17,073
Advance against expense 150 74
Balances with statutory authorities:

- Sales Tax -note 13.1 235,635 129,871

- Receivable against Workers Welfare Fund 1,140 -

- Other receivables - note 19.2 10,118 10,118
Insurance claim receivable 1,742 1,742
Other receivables - note 19.3 6,884 5,841
Claims recoverable from CPPA-G for pass through items:

- Workers' Profit Participation Fund - note 19.4 155,466 201,241

- Workers' Welfare Fund - note 19.5 - -
Interest receivable 21,529 12,248
Prepayments 52,767 59,963
Current portion of long term loan to employees - secured - note 16 4,422 4,357

541,817 442,528

19.1 These include an advance to a related party, Siemens Pakistan Engineering Company Limited, of
Rs 2.047 million (2016 : Nil).

19.2 This includes an amount of Rs 10.118 million deposited by the Group with the ATIR to obtain stay
against the sales tax apportionment case as mentioned in note 13.1.1 (i).

19.3 This includes the following amounts due from related parties:

ESBI Engineering and Facility Management Limited 3,468 1,877
Siemens Pakistan Engineering Company Limited - 193
Descon Power Solutions (Private) Limited - 250

3,468 2,320

19.4 Workers' Profit Participation Fund

Opening balance 201,241 193,352
Provision for the year - note 10.2 155,466 201,241
356,707 394,593
Amounts received during the year (201,241) (177,221)
Transferred to trade debts - (16,131)
Closing balance 155,466 201,241
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19.5. Workers' Welfare Fund
Opening balance

Provision for the year

Amounts received during the year

Reversal of receivable

Closing balance

-note 10.3

2017

2016

(Rupees in thousand)

206,677

206,677

(204,335)
(2,342)

20. Pursuant to the decision of the Honourable Supreme Court of Pakistan, the Group has re-classified
WWEF paid amounting to Rs 117.672 million as refundable from Government. For disclosure of
contingency related to WWEF, refer note 13.1 (x).

21. Cash and bank balances
At banks in:

- Current accounts
- Term deposit receipts

- Saving accounts

Cash in hand

-note 21.1
-note 21.1

1,013,405 207,069
3,651,500 9,003,466
78,973 9,533
4,743,878 9,220,068
9 59
4,743,887 9,220,127

21.1. These carry mark-up at the rates ranging from 3.7% to 5.9% per annum (2016: 3.7% to 6.5%

per annum).

22.Revenue-net
Energy revenue - gross
Sales tax
Energy revenue - net
Capacity revenue - gross
Other supplemental charges
Gas efficiency passed to CPPA-G

25,061,646 23,917,114
(3,641,436) (3,475,137)
21,420,210 20,441,977
6,316,401 6,736,458
415,889 496,500
(394,567) (387,677)
27,757,933 27,287,258
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2017 2016
(Rupees in thousand)

23. Direct costs

Fuel consumed 19,899,257 18,813,409
Salaries, wages and other benefits -note 23.1 28,012 24,353
Operation and maintenance contractor's fee 1,340,600 1,030,222
Stores, spares and loose tools consumed 276,620 157,793
Purchase of energy from CPPA-G 35,908 18,819
Insurance costs 112,321 120,512
Lube oil consumed 10,537 10,940
Repairs and maintenance 27,950 25,026
Travelling and conveyance 544 548
Depreciation on operating fixed assets -note 14.1.1 1,692,935 1,681,634
Generation license fee 6,296 6,101
Electricity duty 6,789 7,925
Colony maintenance 18,469 15,572
Communication 3,758 3,866
Security expenses 4,094 2,090
Vehicle maintenance 1,341 1,175
Miscellaneous expenses 7,049 6,181

23,472,480 21,926,166

23.1. This includes contributions to provident fund trust amounting to Rs 1.214 million (2016: Rs 1.251
million).

24. Administrative expenses

Salaries, wages and other benefits -note 24.1 91,042 76,117
Directors' remuneration -note 31.2 625 375
ERP running cost -note 24.2 2,808 2,547
Traveling & conveyance 7,450 7,782
Utilities 642 92
Postage and telephone 1,486 1,350
Publicity, printing and stationery 1,731 1,425
Auditors' remuneration -note 24.3 3,616 3,192
Rent, rates and taxes 5,394 3,530
Repair and maintenance 448 760
Legal and professional expenses 39,705 36,912
Fees and subscription 1,177 812
Entertainment 1,244 2,182
Amortization of intangible assets -note 15.1 4,263 3,954
Depreciation on operating fixed assets -note 14.1.1 12,409 7,011
Vehicle maintenance 1,315 2,481
Donations -note 24.4 - 10,074
Insurance 3,318 3,184
Professional tax 100 100
Provision for doubtful debts -note 18.1 55,570 57,280
Provision for obsolescence of stores and spares -note 17.3 5,696 -
Arbitration cost 996 -
Miscellaneous expenses 7,397 5,587

248,432 226,747
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24.1 Salaries, wages and other benefits include Rs 0.055 million ( 2016: Rs 0.090 million), Rs 4.363
million (2016: Rs 4.006 million) and Rs 5.797 million (2016: Rs 6.147 million) on account of
staff compensated absences, provident fund trust and staff gratuity respectively.

24.2 This represents ERP running cost paid to DCL, an associated undertaking.

2017 2016
24.3. Auditors' remuneration (Rupees in thousand)
Annual audit fees 2,977 2,667
Half yearly review fees 254 220
Other assurance services 299 55
Out of pocket expenses 86 250
3,616 3,192
24.4. None of the directors or their spouses had any interest in the donee.
25. Other income
Income from financial asset
Markup on local currency bank accounts/deposits 215,363 253,581
Income from non-financial assets
Gain on disposal of operating fixed assets 916 -
Exchange gain 57 -
Scrap sales 3,038 1,403
Liabilities no longer required written back 1,319 9,601
Refund of premium on Hermes facility 13,717 33,665
Others 45 3,061
19,092 47,730
234,455 301,311
26.Finance cost
Interest/markup on:
-Long term loans -note 26.1 717,215 1,049,127
-Short term running finances 755 3,895
Amortization of bank guarantee cost 1,958 2,150
Lender fees and charges 189,585 57,774
Lender related costs-others 40,318 66,180
Mark up on late payments to SNGPL 12,880 228,352
Realised loss on derivative financial instrument -note 12 35,390 -
Unrealised loss on derivative financial instrument -note 12 157,389 -
Bank charges 3,010 80
1,158,500 1,407,558

o
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26.1 It includes mark up accrued on loan from DEL (Ultimate Parent Company) amounting to Rs 0.641
million (2016: Rs 20.137 million).
2017 2016
27. Taxation (Rupees in thousand)

Current taxation

- For the year 134,162 78,618

- Prior years' 41,764 (1,211)
175,926 77,407

Deferred taxation -note 9.1 11,945 97,041
187,871 174,448

27.1. Relationship between tax income and accounting profit

Profit before taxation 3,112,976 4,028,098
Tax at the applicable rate of 31% (2016: 32%) 965,023 1,288,991
Tax effect of amounts that are:
- Exempt for tax purpose as referred to in note 4.2 (963,886) (1,287,946)
- Due to change in prior years' tax 41,764 (1,211)
- Adjustable against tax credit for Alternate Corporate Tax (50,097) (80,141)
- Chargeable to tax at different rates 195,067 254,755
(777,152) (1,114,543)
187,871 174,448

27.2. The Group had obtained certificate of registration of a group from SECP on June 05, 2015. Also
during the year, on September 09, 2016 SECP issued designation letter for group relief and the
group is now registered as a group with SECP under Group Companies Registration Regulations
2008.Subsequent to the registration of the group a group return will now be filed on due date. At
the time of registration of group, inter-corporate dividend ( PMCL to AEL) was exempt from tax
for companies entitled for group relief under section 59 B of the Income Tax Ordinance, 2001
under Clause (103A) of Part I of the Second Schedule to the Income Tax Ordinance, 2001.
However, through Finance Act, 2016 this law was amended subsequent to the registration of the
group and the exemption available to the Group was withdrawn. The Group is of the view that
since the Group had been registered as a group before the amendment in law, the Group is
entitled for relief. Based on the advice of the Group's legal advisor, management believes that
there are meritorious grounds to defend its case in the court of Law with the taxation authorities.
Consequently, no provision of Rs 298.356 million on dividend income from the subsidiary
company has been recognized in these consolidated financial statements.

27.3. For the purposes of current taxation, the tax credit available for carry forward is estimated at Nil
(2016: Rs 8.887 million ).
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2017 2016
(Rupees in thousand)
28.Cash generated from operations

Profit before taxation 3,112,976 4,028,098
Adjustments for non cash charges and other items:

- Depreciation on operating fixed assets 1,705,344 1,688,645
- Gain on disposal of operating fixed assets (916) -
- Amortization of intangible assets 4,263 3,954
- Amortization of bank guarantee cost 1,958 2,150
- Liabilities no longer required written back (1,319) (9,601)
- Exchange gain (57) -
- Profit on bank deposits (215,363) (253,581)
- Provision for doubtful debts 55,570 57,280
- Provision for obsolete items 5,696 -
- Capital work- in- progress written off 631 -
- Capital spares consumed 40,263 598
- Finance cost 1,156,542 1,407,558
- Provision for employee retirement benefits 6,562 6,886
Profit before working capital changes 5,872,150 6,931,987

Effect on cash flow due to working capital changes:

(Increase) / decrease in current assets

- Stores, spares and loose tools (76,120) (42,780)

- Inventory fuel oil 4,839 3,669

- Trade debts (5,336,103) 3,282,859

- Advances, deposits, prepayments and

other receivables (88,803) 584,724
(5,496,187) 3,828,472

Increase/(decrease) in current liabilities

- Trade and other payables 325,286 (3,820,042)
(5,170,901) 8,430

701,249 6,940,417

29. Cash and cash equivalents

Cash and bank balances -note 21 4,743,887 9,220,127
Short term borrowings - secured -note 11 - -
4,743,887 9,220,127
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30. Transactions with related parties

The related parties comprise the Ultimate Parent Company, associated companies and related group
companies, directors and key management personnel of the Group and retirement benefit obligations
(these include post employment benefit plan). 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 and remuneration of directors and key management personnel is disclosed in
note 31. Significant related party transactions have been disclosed in respective notes in these

consolidated financial statements other than the following:

Relationship with the Group Nature of transactions

i. Ultimate Parent Company

Descon Engineering Limited :
Dividend paid
Repayment of Sponsors' loan
Markup paid on Sponsors' loan
Common cost charged

ii. Associated companies

Descon Power Solutions (Private) Limited :
O&M contractor's fee
Service agreement of generators
Spare parts purchased
Major maintenance fee
Common cost charged

Descon Corporation (Private) Limited:
ERP implementation/updating fees
ERP running cost
Building rent
Common cost charged

ESBI Engineering and Facility Management Limited:
O&M contractor's fee
Siemens AG:
O&M contractor's fee

Against supply of spares and services

On account of LTMSA Contract

Siemens Pakistan Engineering Company Limited:
O&M contractor's fee

Against supply of spares and services

On account of LTMSA Contract

iii. Retirement benefit obligations
Expense charged in respect of
retirement benefit plans

Expense charged in respect of defined benefit plan

Expense charged in respect of
contributory provident fund

2017

2016

(Rupees in thousand)

492,625
100,000
3,876
2,494

439,808
4,801
121,351
1,774
305

631
2,808
183
7,601

294,805

43,125
316,450
186,233

2,100
193,121
85,631

765
5,797

5,577

161,764
42,411
778

368,023
4,364
45,186
1,060

150
2,547
156
9,945

291,901

42,803

210,552

1,916
1,371
86,256

739
6,147

5,257
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31.Remuneration of Chief Executive, Directors and Executives

31.1 The aggregate amounts charged in these consolidated financial statements for remuneration and
certain benefits to Directors, Chief Executive and Executives of the Group are as follows:

Chief Executive Executive Directors
2017 2016 2017 2016
(Rupees in thousand) (Rupees in thousand)
Remuneration 3,000 - - -
Retirement benefits - - - -
House rent, utilities and allowances - - - -
3,000 - - -
Number of persons 1 1 0 0
Non Executive Directors Executives
2017 2016 2017 2016
(Rupees in thousand) (Rupees in thousand)
Remuneration 695 - 84,365 67,282
Retirement benefits - - 10,728 9,516
House rent, utilities and allowances - - 7,625 7,606
695 - 102,718 84,404
Number of persons 6 7 25 16

31.2. During the year the Group paid meeting fee amounting to Rs 0.625 million (2016: Rs 0.375 million)
to one of its non-executive (independent) director.

31.3. In addition to the above, the Chief Executive and certain Executives of the Group are provided with
free use of Group maintained cars.

32. Number of employees 2017 2016
Total number of employees as at June 30 41 42
Average number of employees during the year 41 39

33. Financial risk management
33.1 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
Group's overall risk management program focuses on the unpredictability of financial markets and
seeks to minimize potential adverse effects on the financial performance.

Risk management is carried out by the Board of Directors (the Board) of the Group. The Board
provides principles for overall risk management, as well as policies covering specific areas such as
foreign exchange risk, interest rate risk, credit risk and investment of excess liquidity. All treasury
related transactions are carried out within the parameters of these policies.
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(@)

(@)

The Group's overall risk management procedures to minimise the potential adverse effects of
financial market on the Group's performance are as follows:

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and
equity prices will affect the Group's income or the value of'its holdings and financial instruments. The
objective of market risk management is to manage and control market risk exposures within
acceptable parameters, while optimizing the return. Market risk is further divided into the following
three components:

Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. Currency risk arises mainly from future commercial
transactions or receivables and payables that exists due to transactions in foreign currencies. The
Group is exposed to currency risk arising from various currency exposures, primarily with respect to
the US Dollar (USD) and Euro.

Exposure to currency risk

The Group’s exposure to foreign currency risk at the reporting date was as follows:

2017
Rupees USD Euro
(Amounts in thousand)
Long term loans 6,742,553 64,215 -
Interest on long term loans - secured 3,390 32 -
Trade and other payables 694,559 6 5,776
Net balance sheet exposure 7,440,502 64,253 5,776
2016
Rupees USD Euro
(Amounts in thousand)
Long term loans 8,699,740 83,092 -
Interest on long term loans - secured 375,144 3,583 -
Trade and other payables 217,849 - 1,873
Net balance sheet exposure 9,292,733 86,675 1,873

Foreign exchange risk in USD is mitigated by the indexation mechanism for tariff available under
Power Purchase Agreements (PPA's).

The following significant exchange rates were applied during the year:
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(i)

Balance sheet date rate Average rate

2017 2016 2017 2016
USD 105.00 104.70 104.85 103.20
Euro 120.14 116.31 118.23 115.05

Sensitivity analysis

A ten percent strengthening of the Pak Rupee against the following currencies at the reporting date
would have increased / (decreased) consolidated equity and profit or loss by the amounts shown
below. This analysis assumes that all other variables, in particular interest rates, remain constant. The
analysis is performed on the same basis as for the previous year.

Consolidated
Profit and loss

2017 2016
(Rupees in thousand)

USD 674,592 907,476
Euro 69,369 21,783

A ten percent weakening of the Pak Rupee against the above currencies at the reporting date would
have had the equal but opposite effect on the above currencies to the amounts shown above, on the
basis that all other variables remain constant.

Cash flow and fair value interest rate risk

Interest rate risk represents the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in market interest rates.

The Group’s interest rate risk arises from bank deposit accounts, short term and long-term
borrowings. These borrowings issued at variable rates expose the Group to cash flow interest rate risk.

The Group analyses its interest rate exposure on a dynamic basis. Various scenarios are simulated
taking into consideration refinancing, renewal of existing positions and alternative financing. Based
on these scenarios, the Group calculates the impact on profit and loss of a defined interest rate shift.
The scenarios are run only for liabilities that represent the major interest-bearing positions.

The interest rate profile of the Group’s interest-bearing financial instruments at the balance sheet date
was as under:

Carrying amounts

2017 2016
(Rupees in thousand)

Fixed rate instruments

Financial assets 3,651,500 9,003,466
Financial liabilities - (3,347,402)
3,651,500 5,656,064
Variable rate instruments
Financial assets 190,252 116,481
Financial liabilities (6,798,268) (5,508,060)
(6,608,016) (5,391,579)
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(iii)

(b)

(@

Cash flow sensitivity analysis for fixed and variable rate instruments

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. Majority of the interest rate exposure arises on
bank deposit accounts, term deposit receipts and long term loans. A 100 basis points increase in
interest rates at the reporting date would have had the following effect in consolidated profit and loss

account: 2017 2016
(Rupees in thousand)

Fixed rate financial instruments 36,515 56,561

Variable rate financial instruments (66,080) (53,916)

(29,565) 2,645

A 100 basis points decrease in interest rates at the reporting date would have had an equal but opposite
effect on the consolidated profit and loss to the amounts shown above, on the basis that all other
variables remain constant.

Other price risk

Other price risk represents the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices (other than those arising from interest rate risk or
currency risk), whether those changes are caused by factors specific to the individual financial
instrument or its issuer, or factors affecting all similar financial instruments traded in the market. The
Group is not exposed to equity price risk since there are no investments in equity instruments traded in
the market at the reporting date. The Group is also not exposed to commodity price risk since it does
not hold any financial instrument based on commodity prices.

Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and
cause the other party to incur a financial loss, without taking into account the fair value of any
collateral. Concentration of credit risk arises when a number of counter parties are engaged in similar
business activities or have similar economic features that would cause their ability to meet contractual
obligations to be similarly affected by changes in economics, political or other conditions.
Concentrations of credit risk indicate the relative sensitivity of the Group's performance to
developments affecting a particular industry.

Exposure to credit risk and concentration of credit risk

The carrying amount of financial assets represents the maximum credit exposure. The Group
monitors the credit quality of its financial assets with reference to historical performance of such
assets and available external credit ratings. The maximum exposure to credit risk at the reporting date
was as follows:

2017 2016
(Rupees in thousand)
Long term security deposits 539 539
Trade debts 12,864,950 7,649,133
Advances, deposits and
other receivables 489,050 382,565
Bank balances 4,743,878 9,220,068
18,098,417 17,252,305

The Group's exposure to credit risk is limited to the carrying amount of unsecured trade receivables
and bank balances. The age analysis of trade receivable balances is as follows:
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(i)

(©)

2017 2016
(Rupees in thousand)

The ageing analysis of trade debts at the balance sheet date is as follows:

Not past due 4,569,614 2,291,963
Past due 0-30 days 3,145,474 2,511,151
Past due 31-120 days 2,487,530 349,942
More than 120 days 2,815,529 2,593,704
Provision for doubtful debts (153,197) (97,627)

12,864,950 7,649,133

The Group's sole customer is CPPA-G. The credit risk on trade debts from CPPA-G is managed by a
guarantee from the Government of Pakistan under the Implementation Agreement and by continuous
follow-ups for release of payments from CPPA-G. Cash is held only with reputable banks with high
quality external credit enhancements. The credit risk on foreign currency deposits is limited because
the same is secured and used for debt repayment. The Group establishes a provision for doubtful debts
that represents its estimate of incurred losses in respect of trade debts, if required.

Credit quality of major financial assets

The credit quality of financial assets that are neither past due nor impaired can be assessed by
reference to external credit ratings (if available) or to historical information about counterparty

defaultrate: Rating Rating 2017 2016
Short term Long term  Agency (Rupees in thousands)

Silk Bank Limited A- A-2 JCR-VIS - 11,789
Faysal Bank Limited Al+ AA JCR-VIS 15,001 15,445
Bank Alfalah Limited Al+ AA+ PACRA 3,329,866 5,002,246
Habib Metropolitan Bank Al+ AA+ PACRA 142,695 49,838
Soneri Bank Limited Al+ AA- PACRA - 2
National Bank of Pakistan  Al+ AAA PACRA 61,273 4,129,631
Standard Chartered Bank Al+ AAA PACRA 1,188,161 843
MCB Bank Limited Al+ AAA PACRA 2,405 2,866
The Bank of Punjab Al+ AA PACRA 4,366 3,151
Habib Bank Limited Al+ AAA JCR-VIS 111 4,182
Burj Bank Limited A2 BBB+ N/A - 75

4,743,878 9,220,068

Due to the Group's long standing business relationships with these counterparties and after giving due
consideration to their strong financial standing, management does not expect non-performance by
these counter parties on their obligations to the Group. Accordingly, the credit risk is minimal.
Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting obligations associated
with financial liabilities that are settled by delivering cash or another financial asset. Liquidity risk
arises because of the possibility that the Group could be required to pay its liabilities earlier than
expected or difficulty in raising funds to meet commitments associated with financial liabilities as
they fall due. The Group's approach to managing liquidity is to ensure, as far as possible, that it will
always have sufficient liquidity to meet its liabilities when due, under both normal and stressed

conditions, without incurring unacceptable losses or risking damage to the Group's reputation. The
following are the remaining contractual maturities of financial liabilities, including interest payments:
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2017
Maturities
Carrying  Less than six Up to one Two years to After five
amount months year five years years

(Rupees in thousand)

Financial liabilities

Long term finances 6,742,553 1,348,511 1,348,511 4,045,531 -
Trade and other payables 3,224,565 3,224,565 - - -
Markup accrued 3,409 3,409 - - -
Dividend payable 2,488,523 2,488,523 - - -

12,459,050 7,065,008 1,348,511 4,045,531 -

2016
Maturities
Carrying  Less than six Up to one Two years to After five
amount months year five years years
(Rupees in thousand)

Financial liabilities
Sponsors' loan- unsecured 103,235 - 103,235 - -
Long term finances 8,699,740 2,971,009 1,905,633 3,823,098 -
Trade and other payables 2,912,519 2,912,519 - - -
Markup accrued 375,654 375,654 - - -
Dividend payable 1,536,678 1,536,678 - - -

13,627,826 7,795,860 2,008,868 3,823,098 -

33.2.

(1)

(i1)
(iii)

The Group closely monitors its liquidity and cash flow position. The liquidity risk is managed by
using financial model and a continuous follow-up for collecting receivables from CPPA-G and
managing debt repayments on due dates, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the Group's reputation. However, under current
circular debt issue faced by the power sector the Group is significantly exposed to liquidity risk.

Capital risk management

The Group’s policy is to maintain an efficient capital base so as to maintain investor, creditor and
market confidence and to sustain the future development of its business. The Board monitors the
return on capital employed, which the Group defines as operating income divided by total capital
employed. The Board of Directors also monitors the level of dividends to ordinary shareholders.

The Group's objectives when managing capital are:

to safeguard the entity's ability to continue as a going concern, so that it can continue to provide
returns for shareholders and benefits for other stakeholders, and

to provide an adequate return to shareholders.
The Group manages the capital structure in the context of economic conditions and the risk

characteristics of the underlying assets. In order to maintain or adjust the capital structure, the Group
may adjust the amount of dividends paid to shareholders or issue new shares.
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33.3.

Assets

Neither there were any changes in the Group’s approach to capital management during the year nor
the Group is subject to externally imposed capital requirements.

The Group monitors capital on the basis of the debt-to-equity ratio - calculated as a ratio of total debt
to equity.

The gearing ratios as at June 30,2017 and 2016 were as follows:

2017 2016

(Rupees in thousand)
Total interest bearing borrowings 6,742,553 8,802,975
Total equity 16,055,052 15,727,176
Total capital employed 22,797,605 24,530,151
Gearing ratio 29.58% 35.89%

Fair value estimation

The different levels for fair value estimation used by the Group have been explained as follows:
- Quoted prices (unadjusted) in active markets for identical assets or liabilities (Ievel 1).

- Inputs other than quoted prices included within level 1 that are observable for the asset or liability,
either directly (that s, as prices) or indirectly (that is, derived from prices) (level 2).

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

The following table presents the Group's assets and liabilities that are measured at fair value:

As at June 30, 2017
Level 1 Level 2 Level 3 Total

(Rupees in thousand)

Total assets - - - -

Liabilities

Derivative financial instrument - 157,389 - 157,389

Total Liabilities - 157,389 - 157,389

As at June 30, 2016 Level 1 Level 2 Level 3 Total
(Rupees in thousand)

Assets - - - -

Total assets - - - -

Liabilities - - - -

Total Liabilities - - - _

There were no transfers between Levels 1 and 2 & Levels 2 and 3 during the year and there were no
changes in valuation techniques during the presented years.
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Financial instruments in level 2

The fair value of financial instruments that are not traded in an active market (for example, over-the-
counter derivatives) is determined by using valuation techniques. These valuation techniques
maximise the use of observable market data where it is available and rely as little as possible on entity
specific estimates. If all significant inputs required to fair value and instrument are observable, the
instrument is included in level 2. If one or more of the significant inputs is not based on observable
market data, the instrument is included in level 3.

Specific valuation techniques used to value financial instruments include:

- Fair value of derivative financial instrument representing interest rate swap contract is determined
by applying the different interest rates as at the balance sheet date.

33.4. Financial instruments by categories Loans and receivables

2017 2016
(Rupees in thousand)

Assets as per balance sheet

Trade debts 12,864,950 7,649,133
Advances, deposits and other receivables 489,050 382,565
Bank balances 4,743,878 9,220,068
Long term deposits 539 539
Long term loans to employees - secured 8,886 13,232

18,107,303 17,265,537

Financial liabilities at amortized cost

2017 2016

R in th d
Liabilities as per balance sheet (Rupees in thousand)

Long term finances 6,742,553 8,802,975
Trade and other payables 3,231,407 2,919,361
Markup accrued 3,409 375,654
Dividend payable 2,488,523 1,536,678
12,465,892 13,634,668
34. Plant capacity and actual generation 2017 2016
Theoretical maximum output at dependable
capacity of 427 MW (2016: 427 MW) GWh 3,701 3,711
Actual output GWh 2,648 3,146
Load factor Percentage 71.55 84.77

The actual generation for power plant takes into account all scheduled outages approved by CPPA-G.
Actual output is dependent on the load demanded by CPPA-G, the plant availability and mean-site
conditions.
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35. Earnings per share - basic and diluted

35.1. Basic earnings per share 2017 2016
Profit for the year Rupees in thousand 1,782,867 2,300,513
Weighted average number of ordinary shares Number 363,380,000 363,380,000
Basic earnings per share Rupees 491 6.33

35.2. Diluted earnings per share
There is no dilution effect on the basic earnings per share, as the Group has no such commitments.

36. Interests in other entities

36.1 Material subsidiaries

The Group's principal subsidiaries as at June 30, 2017 are set out below. Unless otherwise stated, they
have share capital consisting solely of ordinary shares that are held directly by the Group, and the
proportion of ownership interests held equals the voting rights held by the Group. The country of
incorporation or registration is also their principal place of business.

Name of entity Place of business/ Ownership interest held by the ~ Ownership interest held by

country of Group non-controlling interests Principal activities
2017 2016 2017 2016

Power Lahore, Pakistan 100% 100% 0% 0% Invest, manage, operate, run, own and build
Management power projects
Company
(Private) Limited
Rousch [slamabad, 59.98% 59.98% 40.02% 40.02%  Generate and supply electricity to CPPA-G
(Pakistan) Power Pakistan approx. approx. approx. approx.
Limited

36.2 Non-controlling interest ('NCI')

Set out below is summarised financial information for a subsidiary that has non-controlling interest
that is material to the Group. The amounts disclosed for the subsidiary is before inter-company
eliminations:
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Summarised balance sheet
Current assets

Current liabilities
Current net assets

Non-current assets

Non-current liabilities
Non-current net assets
Net assets

Accumulated non-controlling

interest

Summarised statement of
comprehensive income
Revenue-net

Profit for the year
Other comprehensive (loss) / income
Total comprehensive income

Profit allocated to NCI

Other comprehensive (loss) / income
allocated to NCI
Dividends payable to NCI

Summarised cash flows

Net cash (outflow) / inflow from operating activities

Net cash used in investing activities
Net cash used in financing activities

Net (decrease) /increase in cash and cash

equivalents during the year

Rousch (Pakistan) Power Limited

2017 2016
(Rupees in thousand)
18,437,734 17,660,557
8,506,188 9,060,843
9,931,546 8,599,714
19,646,426 21,104,876
4,065,529 4,457,674
15,580,897 16,647,202
25,512,443 25,246,916
10,209,062 10,102,809

2017

Rousch (Pakistan) Power Limited

2016

(Rupees in thousand)

26,133,377 25,681,322
2,912,093 3,881,282
(2,453) 215
2,909,640 3,881,497
1,142,238 1,553,137
(982) 86
1,035,003 690,003
(486,106) 6,026,457

(212,159) (47,182)

(3,771,467) (1,527,779)
(4,469,732) 4,451,496
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36.3 Transactions with non-controlling interests

There were no transactions with non-controlling interest during the year ended June 30, 2017 and
2016.

37.Corresponding figures

Corresponding figures have been re-arranged, wherever necessary, for the purpose of comparison. No
significant re-arrangements have been made except for the following :

(Rupees in
thousand)
Term deposit receipts classified from 'current accounts' and 'saving accounts' to
term deposit receipts' within ‘Cash and bank balances’ 9,003,466
Bank guarantee commission re-classified from ‘lender fees and charges’
to ‘bank guarantee commission’ 26,440
Security expenses classified from 'Administrative expenses' to 'Direct costs' 2,090

38.Date of authorization for issue

These consolidated financial statements were authorized for issue by the Board of Directors in their
meeting held on September 29,2017.

39.Events after the balance sheet date

There are no significant events occurred after the balance sheet date that require adjustment or
disclosure in the consolidated financial statements.

/

=70 s ot

Chief Executive Chief Financanl Officer Director

@ ANNUAL REPORT 2017

o



ALTERN ENERGY LIMITED

0ST°09L Y 011°€T9t 1°068°S 669°8LT‘S 006°0S8°S 1619
($86°9¢) GT8LS €61°898°1 LLOSTT TIEL60T 0TLTEY']
69L°TS1T 789°THT LS8°L6T LTOTLY $88°60¢ LY6°LET
1ST100°T 188°8TT°1 60°6ST'1 LLEEIT'T 1S0°96€°T 609°98¢°1
020vST‘T €OSTILY'T 676°9SL 1 POP SEP'1 9€6°509°1 9SS PT9‘1
816°161 08€+0T 8€9°91C 90€°€LT 690°SLT vr8°L81

(puesnoy) ur sdadny] )
4114 €102 P102 S10¢ 910¢ L10T

S19SSVY [e10],
(ssoT) Aol 1N
JIJOIJSSOID)
$1S0)) 10211

ONUIAY

(HMIN) yoredsoq

0€ dunp FuIpud I [RIOUBUL]

FIONVWIO4Yddd dViIA XIS

ANNUAL REPORT 2017 @"




ALTERN ENERGY LIMITED

PATTERN OF SHAREHOLDING
Pattern of holding of the shares held by the shareholders as at

—————————— Shareholding--------

No. of Shareholders From To Total Shares Held
59 1 100 789
61 101 500 29,437
42 501 1,000 42,000
77 1,001 5,000 235,173
31 5,001 10,000 238,099
10 10,001 15,000 124,000

2 15,001 20,000 35,500
13 20,001 25,000 309,000
4 25,001 30,000 118,500
2 30,001 35,000 69,000
5 35,001 40,000 198,000
1 40,001 45,000 45,000
7 45,001 50,000 342,500
1 50,001 55,000 51,000
4 55,001 60,000 235,000
2 60,001 65,000 128,500
1 70,001 75,000 75,000
1 80,001 85,000 83,500
1 85,001 90,000 89,000
4 95,001 100,000 400,000
2 100,001 105,000 204,000
1 115,001 120,000 117,000
1 125,001 130,000 130,000
1 145,001 150,000 150,000
1 165,001 170,000 169,500
1 180,001 185,000 183,000
2 185,001 190,000 378,359
4 195,001 200,000 800,000
1 220,001 225,000 220,500
1 225,001 230,000 230,000
2 245,001 250,000 496,500
1 260,001 265,000 263,500
1 265,001 270,000 269,000
1 285,001 290,000 287,500
1 300,001 305,000 300,500
1 325,001 330,000 327,000
1 485,001 490,000 486,500
1 665,001 670,000 668,000
1 965,001 970,000 968,000
1 1,015,001 1,020,000 1,016,500
1 1,065,001 1,070,000 1,065,500
1 1,140,001 1,145,000 1,145,000
1 1,195,001 1,200,000 1,200,000
1 1,290,001 1,295,000 1,293,500
1 2,245,001 2,250,000 2,250,000
1 2,765,001 2,770,000 2,766,500
1 3,300,001 3,305,000 3,303,725
1 5,995,001 6,000,000 6,000,000
1 60,475,001 60,480,000 60,475,416
1 61,965,001 61,970,000 61,968,939
1 211,395,001 211,400,000 211,397,063
365 363,380,000
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CATAGORIES OF SHAREHOLDING REQUIRED UNDER CODE OF COPRORATE GOVERNANCE (CCG)
AS ON 30th June, 2017

S. No. NAME No. of Shares Held % AGE
DIRECTORS, CEO THEIR SPOUSE AND MINOR CHILDREN

1 MR.A.RAZZAK DAWOOD (CDC) 500 0.0001

2 MR. TAIMUR DAWOOD (CDC) 1,000 0.0003

3 MR. FAROOQ NAZIR (CDC) 500 0.0001

4  MR.KHALID SALMAN KHAN 0 0.0000

5 MR. SHAH MUHAMMAD CH. (CDC) 500 0.0001

6  SYED RIZWAN ALI SHAH (CDC) 500 0.0001

7  MR. FAZAL HUSSAIN ASIM (CDC) 500 0.0001
3,500 0.0010

ASSOCIATED COMPANIES, UNDERTAKING & RELATED PARTIES

1 DESCON ENGINEERING LIMITED (CDC) 211,397,063 58.1752
NIT & ICP 0 0.0000
FINANCIAL INSTITUTION

1 BANKALFALAH LIMITED (CDC) 2,250,000 0.6192

2 SONERI BANK LIMITED - ORDINARY SHARES (CDC) 2,766,500 0.7613

5,016,500 1.3805

MODARABAS & MUTUAL FUNDS

1 CDC - TRUSTEE JS ISLAMIC FUND (CDC) 486,500 0.1339
2 CDC - TRUSTEE JS ISLAMIC PENSION SAVINGS FUND-EQUITY ACCOUNT (CDC) 39,000 0.0107
3 CDC - TRUSTEE JS LARGE CAP. FUND (CDC) 220,500 0.0607
4 CDC - TRUSTEE JS PENSION SAVINGS FUND - EQUITY FUND (CDC) 58,500 0.0161
5  CDC - TRUSTEE MCB PAKISTAN STOCK MARKET FUND (CDC) 327,000 0.0900
6  CDC - TRUSTEE UNIT TRUST OF PAKISTAN (CDC) 200,000 0.0550
1,331,500 0.3664
PENSION FUNDS
CDC - TRUSTEE PAKISTAN PENSION FUND - EQUITY SUB FUND (CDC) 10,500 0.0029
10,500 0.0029
INSURANCE COMPANIES 0 0.0000

JOINT STOCK COMPANIES

1 OCTAGON INTERNATIONAL (PVT) LTD 1,000 0.0003
2 SHAKARGANIJ ENERY (PVT) LTD. (CDC) 188,359 0.0518
3 ARIF HABIB LIMITED - MF (CDC) 5,000 0.0014
4 CRESCENT STEEL AND ALLIED PRODUCTS LTD. (CDC) 60,475,416 16.6425
5 CS CAPITAL (PVT) LTD. (CDC) 3,303,725 0.9092
6 DESCON HOLDINGS (PVT) LIMITED.(CDC) 30,000 0.0083
7 DOSSA COTTON & GENERAL TRADING (PVT) LIMITED (CDC) 246,500 0.0678
8  ELLAHI CAPITAL (PRIVATE) LIMITED (CDC) 50,000 0.0138
9  ELLAHI CAPITAL (PRIVATE) LIMITED (CDC) 668,000 0.1838
10 FAZAL HOLDINGS (PVT.) LIMITED (CDC) 1,145,000 0.3151
11 MAPLE LEAF CAPITAL LIMITED (CDC) 1 0.0000
12 NCC - PRE SETTLEMENT DELIVERY ACCOUNT (CDC) 7,000 0.0019
13 PEARL SECURITIES LIMITED - MF (CDC) 1,000 0.0003
14 SAPPHIRE HOLDING LIMITED (CDC) 100,500 0.0277
15 SARFRAZ MAHMOOD (PVT) LTD. (CDC) 500 0.0001
16 SEVEN STAR SECURITIES (PVT.) LTD. (CDC) 6,000 0.0017
17 SOFCOM (PRIVATE) LIMITED (CDC) 8,000 0.0022
18 Y.H. SECURITIES (PVT.) LTD. (CDC) 287,500 0.0791
19 ALLIANCE INVESTMENT MANAGEMENT LIMITED (CDC) 130,000 0.0358

66,653,501 18.3426
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FOREIGN COMPANY
1 SAUDIARABIAN CONSTRUCTION & REPAIR CO. LTD. 61,968,939 17.0535
2 HABIB BANK AG ZURICH, DEIRA DUBAI (CDC) 169,500 0.0466
62,138,439 17.1001
OTHERS
1 TRUSTEE CITY SCHOLLS PROVIDENT FUND TRUST (CDC) 21,000 0.0058
2 TRUSTEE - SBL GRATUITY FUND SCHEME (CDC) 150,000 0.0413
3 TRUSTEE - SBL EMPLOYEES' PROVIDENT FUND (CDC) 200,000 0.0550
371,000 0.1021
SHARES HELD BY THE GENERAL PUBLIC (LOCAL): 16,457,997 4.5291
SHARES HELD BY THE GENERAL PUBLIC (FOREIGN): 0.0000 0.0000
16,457,997 4.5291
TOTAL: 363,380,000 100.0000
SHAREHOLDERS HOLDING 10% OR MORE OF TOTAL CAPITAL
S. No. Name Holding % AGE
1 DESCON ENGINEERING LIMITED (CDC) 211,397,063 58.1752
2 SAUDI ARABIAN CONSTRUCTION & REPAIR CO. LTD. 61,968,939 17.0535
3 CRESCENT STEEL AND ALLIED PRODUCTS LTD. (CDC) 60,475,416 16.6425
333,841,418 91.8712
SHAREHOLDERS HOLDING 5% OR MORE OF TOTAL CAPITAL
S. No. Name Holding % AGE
1 DESCON ENGINEERING LIMITED (CDC) 211,397,063 58.1752
2 SAUDI ARABIAN CONSTRUCTION & REPAIR CO. LTD. 61,968,939 17.0535
3 CRESCENT STEEL AND ALLIED PRODUCTS LTD. (CDC) 60,475,416 16.6425
333,841,418 91.8712

During the financial year the trading in shares of the company by the Directors, CEO, CFO, Company Secretary
and their spouses and minor children is as follows

S. No. Name Sale Purchase
NIL

@ ANNUAL REPORT 2017



ALTERN ENERGY LIMITED

NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that 23rd Annual General Meeting of Altern Energy Limited, will be held on Thursday,
October 26, 2017, at 10.00 am, at Descon Headquarters, 18 — KM, Ferozepur Road, Lahore, to transact the
following business:

ORDINARY BUSINESS

1.

To confirm the minutes of the Extra Ordinary General Meeting of the Company held on Tuesday,
December13,2016.

2. Toreceive, consider and adopt the audited accounts of the Company for the year ended June 30,2017
together with the Directors' and Auditor's Report's thereon.

3. Toappoint Auditors for the year ending June 30, 2018 and fix their remuneration.

(The present auditors M/s A. F. Ferguson & Co. Chartered Accountants have retired and being
eligible have offered themselves for re-appointment).
4. To transact any other business with the permission of the Chair.
By Order of the Board
Lahore (Umer Shehzad)
October 04,2017 Company Secretary
Notes:-

1. The share transfer books of the Company shall remain closed from 19-10-2017 to 26-10-2017 (both
days inclusive).

2. Members are requested to attend in person along with Computerized National Identity Card
(“CNIC”) or appoint some other member as proxy and send their proxy duly witnessed so as to reach
the registered office of the Company not later than 48 hours before the time of holding the meeting.

3. Anyindividual Beneficial Owner of CDC, entitled to attend and vote at this meeting, must bring his /
her original CNIC or passport, Account and participants, [.D. Numbers to prove his / her identity, and
in case of proxy must enclose an attested copy of his / her CNIC or passport. Representatives of
corporate members should bring the usual documents required for such purpose.

4.  Shareholders are requested to immediately notify change in address, if any, to the Company's Share

Registrar, M/s. Corplink (Pvt.) Limited, Wings Arcade, 1-K, Commercial, Model Town, Lahore and
also furnish attested photocopy of their CNIC as per Listing Regulations, if not provided earlier.
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PROXY FORM
I/We of
,a member/members of ALTERNENERGY
LIMITED and holder of shares as per registered Folio # /CDC Participant ID #
/Sub A/C # / Investor A/C # do hereby appoint
, a member of the Company vide Registered Folio
#/CDC Participant ID#/Sub A/C # /Investor A/C # as my/our Proxy to attend,

speak and vote for me/us and on my/our behalf at the Annual General Meeting of the shareholders of
ALTERN ENERGYLIMITED will be held on Thursday, October 26,2017 at 10.00 am at DESCON
HEADQUARTERS, 18-km Ferozepur Road, Lahore and at any adjournment there of.

As witness may hand this day of 2017.

Member's Signature

Please affix
here Revenue

. Qs
Witness's Signature Stamp

Place:
Date:

Note: A member eligible to attend and vote at this meeting may appoint another member as his/her

proxy to attend and vote instead of him/her. Proxies in order to be effective must be received by the
Company at the Registered Office of the Company not later than 48 hours before the time for holding

the meeting.

Proxies of the member(s) through CDC shall be accompanied with attested copies of the CNIC(s).
The shareholders through CDC are requested to bring original CNIC, Account Number and

participant Account Number to be produced at the time of attending the meeting.
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