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Corporate Profile

Quaid-e-Azam Solar Power (Pvt.) Limited is a public-sector for profit company established by
the Government of the Punjab. The company has been established for the setting up of
renewable energy projects in general and Solar Energy Power Projects in particular. Quaid-
e-Azam Solar Power (Pvt.) Limited is the first ever utility scale solar power plant in the
country. It aims to initiate solar energy programs and research projects with respect to Solar
Energy power generation plants. The company achieved Commercial Operations Date
('COD') on July 15, 2015. National Electric Power Regulatory Authority ('NEPRA') has granted
generation license to the company which is valid till December 30, 2039. Plant is under
continuous successful operation for more than 5.5 years. Power Plant has exceeded NEPRA
Generation Targets consistently.

QASP power plant is first and only Solar Power Plant of Pakistan to achieve registration with
CDM-UNFCCC in 2018. Contributing towards SDG No. 7 (Affordable and Clean Energy) and
Tons of CO2 being reduced annually.

Mission Statement

Quaid-e-Azam Solar aims to take on the responsibility of bridging the gap between
electricity demand and supply through clean renewable sources. Our mission is to achieve
the role of producing electricity by utilizing renewable solar energy and fulfill the
expectations of our employees, consumers and shareholders. Quaid-e-Azam Solar Power
(Pvt.) Limited aspires to become Pakistan’s pioneering organization by taking the first major
step towards the new generation of sustainable development.

Vision Statement

Our vision is to witness our nation free from the grappling energy crisis it is facing at the
moment.
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Quaid-e-Azam Solar Power (Pvt.) Ltd.

Core Values
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NOTICE OF THE 7" ANNUAL GENERAL MEETING

Notice is hereby given that the 7'" Annual General Meeting of M/s Quaid-e-Azam Solar Power
(Private) Limited will be held on July 05", 2021 (Monday) at 2:30 pm in Conference Room of

Energy Department, 8" Floor, EFU House, Jail Road Lahore, to transact the following business;

1. To confirm the minutes of the 6" annual general meeting held on January 06, 2020.

2. Toreceive, consider and adopt the Audited Financial Statements of the Company for the
Financial Year ended June 30, 2020 together with the schedules and notes thereon and
the Auditor’s Report.

3. Approval of the appointment of the External Auditor M/s BDO Ibrahim Chartered
Accountants for the year ended June 30, 2021.

4. Any other business with the permission of the chair.

Note:

A member entitled to attend and vote at this meeting is entitled to appoint another as proxy, in
accordance with the provision of the Companies Act 2017. The Form of proxy is attached which should be duly
stamped and signed and must be deposited at the above mentioned Registered Office of the Company not less
than 48 hours before the meeting.

By the order of the Board

Lahore: June 14, 2021

AT

Muhammad Badar Ul Munir
Act. Company Secretary/ Chief Financial Officer
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DIRECTORS’ REPORT

We are pleased to present the Directors’ Report together with the Financial Statements
(audited) for the year ended June 30, 2020.

Quaid-e-Azam Solar Power (Pvt.) Ltd (QA Solar), incorporated in September 2013, was for
the sole purpose of establishing the first ever utility-scale, grid-connected solar power plant
of Pakistan in Cholistan, Bahawalpur.

The plant achieved its Commercial Operations Date (COD) on July 15, 2015. The principal
activities of the Company are the ownership, operation and maintenance of the 100 MW
(name plate) capacity solar power plant. Company is generating revenues and earning
profits since it first started supplying electricity to the national grid. The Company continues
to sell the electrical energy produced from its power plant to its sole customer, Central
Power Purchasing Agency Guarantee Limited (CPPA)/ National Transmission and Dispatch
Company (NTDC).

Financial Highlights:

Turnover for the year is Rs. 4,335.21 (M), the cost of sales is Rs. 901.42 (M). The gross profit
earned is Rs. 3,433.79 (M) and profit before tax is Rs. 2,483.77 (M) (2019: Rs. 1,727.78 (M)

Profit) and profit after tax is Rs. 2,467.47 (M) (2019: Rs. 1,786.12 (M) Profit).

SUMMARY - CURRENT YEAR COMPARISON WITH LAST YEAR
Deconton 2019-2020 l 2018-2019| VARIANCE | VARIANCE
RUPEES (M) %o

Sales 4,335.21 3,623.16 712.05 19.65
Cost of Sales (901.42) (888.05) (13.36) (1.5)
Gross Profit 3,433.79 2,735.11 698.68 25.54
Admin expenses (80.59) (80.00) (0.60) (0.74)
Other Income 367.97 150.61 217.36 144.31
Other Operating Expenses (1.58) (12.42) 10.84 87.31
Profit before Interest & Tax 3,719.59 2,793.30 926.29 33.16
Finance Cost (1.235.82) (1,065.52) (170.30) (15.98)
Profit before Tax 2,483.77 1,727.78 755.99 43.76
Taxation (16.30) 58.34 (74.64) (127.94)
Profit after Tax 2.467.47 1,786.12 681.35 38.15
Capital expenditure 27.92 1.54 (26.38) (1,713.78)
Earning per share 6.48 4.69 1.79 38.17

Current year’s head wise comparison with last year along with detail of major expenses is

mentioned hereunder:
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Cost of sales incurred during the year 2019-20 is Rs. 901.42 (M) against last year cost of Rs.
888.05 (M).

Cost of sales comprised of Operation and Maintenance fee to Contractor and Consultant,
Excess Energy Production, salaries and wages of Technical and Site office staff, Security
charges, Insurance of plant, Depreciation of Plant and Building and other operational
expenditure incurred by the management for the smooth operation of the project.

Admih expenses incurred during the year 2019-20 are Rs. 80.59 (M) as compare to expenses
incurred in last year 2018-2019 amounting Rs. 80 (M), showing a minor increase of Rs. 0.59
(M).

Admin expenses comprised of salaries of the employees of Head Office staff, legal &
professional charges, advertisement expenses, other consultancies and other misc.
expenditure.

Other Income booked during the year 2019-20 is Rs. 367.97 (M) against other income of the
year 2018-2019 amounting Rs. 150.61 (M) showing more income Rs. 144.31 (M).

Other income consists of profit on bank deposits and Mark-up on late payment from Central
Power Purchasing Agency Limited. Furthermore during the year, the company has received
Rs. 15.107 (M) of Liquidated Damages of 03 O&M Year and also recovered Rs. 8.091 (M) of
bonus shared with contractor for Excess energy production in 04" O&M Year based on
interpolating the low voltage billing meter reading to high voltage.

The capital expenditure incurred during the year is Rs. 27.92 (M), which comprises of
Extension of SCADA System, purchase of Firewall for Head Office and Site Office, office
equipment and designing of website for Weather Forecasting for SACDA.

Corporate and Financial Reporting Framework: As required by the Code of
Corporate Governance for public sector companies, we are pleased to report the following:

a) The board has complied with the relevant principles of corporate governance, only
following rules has not been complied mostly due to lockdown during COVID.

i.  As per the list of offices held by the Directors, some of the Directors
are serving as director on more than five public sector companies.

ii.  The performance evaluation of members of the Board including the
chairman and the chief executive was not undertaken annually by the
Government.

3" Floor, NIB Bank Building, 83-A, E/I, Main Boulevard, Gulberg-Ill, Lahore, Pakistan. E-mail
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iii.  The profit and loss account and balance sheet of 3™ quarter was not
approved by the board of directors.

iv. Internal audit report was not available for review of External auditors.

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

c) Proper books of accounts of the Company have been maintained.

d) Appropriate accounting policies have been consistently applied in preparation of
financial statements and any changes in accounting policies have been disclosed in
the financial statements. The accounting estimates are based on reasonable and
prudent judgment.

e) Management has established and maintained sound system of internal control,
which is regularly reviewed and monitored by the management of the company.

f) Directors are appointed according to the directions of the Energy Department on the
approval of Chief Minister on a summary. No remuneration has been paid to the
Non-Executive Directors (NED).

g) International Financial Reporting Standards, as applicable in Pakistan, have been
followed in preparation of financial statements and any departure there-from has
been adequately disclosed and explained.

Operational Highlights:

During the year 2019-20, the Company sold 164.968 GWh of electricity to its customer
against benchmark energy 153.3 GWh. This generation represents a capacity factor of
18.83% against NEPRA target of 17.5%; and overall commercial availability of 100%. The
Company’s power plant has been maintained in accordance with recommendations of the
Original Equipment Manufacturer at the highest internal standards.

Moreover, during the year, the Company has achieved 76.76% Annual Performance Ratio
(APR) against the benchmark APR of 75.59% and produced excessive energy of 2,448.925
MWh units as compare to Last year’s Excess energy of 55.86 MWh.

During the year, the company has saved Rs. 11.55 million under the head of security due to
new contract and has merged the role of Lender’s Technical Advisor (LTA) and Owner’s

3" Floor, NIB Bank Building, 83-A, E/I, Main Boulevard, Gulberg-Ill, Lahore, Pakistan. E-mail
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Engineer (OE) that has resulted in saving of Rs. 9.96 million. Furthermore, the company has
saved Rs.5.16 million HR cost as compare to last year.

Key Operational and Financial data of last four years:

COMPARATIVE OPERATIONAL & FINANCIAL DATA
e FY 19-20 FY1819 |  FY17-18 | FY16-17 | FYI15-16
escription
RUPEES (M)

Units Sold GWh 165.05 164.47 162.29 159.87 159.96
Sales 4335.21 3.623.16 2920.10 3,053.18 2.956.30
Cost of Sales (901.42) (888.03) (893.96) (887.27) (847.23)
Gross Profit 3,433.79 2,735.11 2,026.14 2,165.91 2,109.08
Admin expenses (80.59) (80.00) (128.03) (112.01) (99.82)
Other Income 367.97 150.61 174.95 350.65 174.29
Other Operating Expenses (1.58) (12.42) (5.48) (2.50) (102.64)
Profit before Interest & Tax 3,719.59 2,793.30 2.067.58 2,402.05 2,080.92
Finance Cost (1235.82) (1,065.52) (893.46) (957.61)]  (1,038.12)
Profit before Tax 2,483.77 1,727.78 1,174.12 1,444.44 1,042.80
Taxation (16.30) 58.34 (35.42) (54.30) (27.36)
Profit after Tax 2,467.47 1,786.12 1,138.70 1,390.14 1,015.44
Capital expenditure 27.92 1.54 17.63 23.97 4.00
Earning per share 6.48 4.69 2.99 3.65 2.67
T S s = —

3,000 -+

2,467

2,500 -

2,000 - 1,786

1,500 - 1,390

1,000 -
| |

500 -
2016-2017 2017-2018 2018-2019 2019-2020

i Net profits "in million"

Key Performance Indicators:

In the year 2019-20 performance of QA Solar is outstanding with managing the contractors,
consultants, and lenders. The company worked hard to cut down on costs, negotiating tax
barriers, timely loan repayments, and making the best use of its human resource to provide
electricity to the consumers at affordable costs. There is no cost or time overruns.
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Furthermore, at the year end, the company has maintained current ratio at 3.41:1 as
compare to benchmark of 1:1, Debt to Equity ratio of 56:44 as compare to 75:25, Debt
service ratio at 1.90 as compare to benchmark of 1.25 and Return on Equity at 27% as

compare to 17%.

During the year, due to better stability of the company, VIS Credit Rating Company Limited
(VIS) has upgraded the entity rating of QASPL from ‘AA-/A-1" (Double A minus /A-One) to
‘AA/A-1+ (Double A /A-One Plus). Outlook on the assigned ratings is ‘Stable’, sign of high
credit quality, protection factors are strong, risk is modest but may vary slightly from time to

time because of economic conditions.

Board of Directors

Following were the Board of Directors during the year 2019-2020:

Mr. Zaheer Ahmed Ghanghro

Additional Chief Secretary (Energy), Government
Of the Punjab

3. Chairman, Planning and Development Department
4. Chairman, Punjab Board of Investment & Trade

5. Secretary Energy, Government of the Punjab

6. Secretary Finance, Government of the Punjab
7

8

9

i

Secretary Industries, Government of the Punjab
Mr. Muhammad Ali Latif
. Mr. Ansar Haqg Khan Babar
10. Mr. Khwaja Khawar Rashid
11. Engr. Prof. Dr. Suhail Aftab Qureshi
12. Mr. Agib Asif
13. Ms. Lubna Pathan

Number of Board Meetings held:

During the year, only Six (6) meetings of the Board of Directors were conducted.

(Chairman)

(Member)

(Member)
(Member)
(Member)
(Member)
(Member)
(Member)
(Member)
(Member)
(Member)
(Member)
(Member)

Attendance of Board of Directors meeting during Financial Year 2019-2020 was as follows:

=

Mr. Zaheer Ahmed Ghanghro

Additional Chief Secretary (Energy), Government
Of the Punjab

Chairman, Planning and Development Department
Chairman, Punjab Board of Investment & Trade
Secretary Energy, Government of the Punjab
Secretary Finance, Government of the Punjab

N

a0 s

[a i)

[o )W, [ &y Qo
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7.
8.
9.

Secretary Industries, Government of the Punjab
Mr. Muhammad Ali Latif

Mr. Ansar Haq Khan Babar

10. Mr. Khwaja Khawar Rashid

11. Engr. Prof. Dr. Suhail Aftab Qureshi

12. Mr. Agib Asif

13. Ms. Lubna Pathan

LU in o B O WL

Pattern of Shareholding:
100% shares are owned by Energy Department, Govt. of Punjab.
Appropriations:

The Company has resolved the issue the Pre-COD disputed units of 6.653 million KwH units
amounting to Rs. 54.524 million excluding sales tax and recorded as receivable from CPPA.

The company has booked Rs. 124.189 million & Rs. 49.68 million to Worker’s profit
participation funds (WPPF) account and Worker’s Welfare Fund respectively.

During the year the company has planted 1,000 no. of plants at site office under Clean and
Green Pakistan scheme.

The Board has announced one gross salary as performance bonus to all employees of QASPL
for the Financial Year 2019-2020.

Appreciation:

We take this opportunity to thank the employees of the Company and other stake holders
for making this a successful year for the Company.

On Behalf of the Board

Mr. Zaheer Ahmad Ghanghro

Lahore: May 05, 2021 Chairman Board of Directors
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Financial Highlights
PKR in Billions

18.00 16.89

16.00

14.00

12.00 11.37
10.00

54 7.80 7.55
6.00 -

- 3.81 220 3.82

2.00

0.00 . . . _.. 2 ___.

Total Total Profit GoP Equity  Equity Paid  BOP Debt Debt Paid Debt

Revenue Remaining

Key Operating and Financial Data of the Last Five Operational Years

Financial Year Ending June
30 gaune. | Fv2020 FY2019 | FY2018 | FY2017 | FY2016

Turnover PKR in 4,335 3,623 2,820 3,053 2,956

Million
. PKR in

Net Profit / Loss il 2,467 1,786 1,139 1,390 1,015
Million
PKR in

Assets o 17,552 15,725 15,594 15,443 16,744
Million |

Dividends PKRIn | : : 600 700 900
Million |

EPS i . 648 4.69 2.99 365 2.67
share

Net Out Put (Ghw) 165.05 164.38 162.22 160.56 153,88

Performance % 76.76 76.27 76.25 74.59 75.25

Ratio

Capacity Factor % 18.84 18.77 18.52 18.25 17.57

Availability % 99.9 99.9 99.9 | 99.9 99.9
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YEAR AT A GLANCE
Particulars 2019-2020 2018-2019
Gross Margin % 75 79
Net Margin % 49 57
Current Ratio X 2.54 3.41
Gearing Ratio X 1.18 0.78
Debt Leverage X 1.30 0.89
Debt servicing coverage ratio X 1.90 1.74
Return on Equity % 27 26
EBITDA to Sales % 99 93

Operational Highlights

R—— 165.05
166 16438 3.00
164
| 2.50
162 -
160 2.00
158
1.50
156
154 1.00
152
0.50
150
| 148

FY 2016 FY 2017 FY 2018 FY 2019 FY 2020

B Energy Yield (GWh) === Net Profit Billion (PKR)
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Rs 16.89 Rs. 7.80 812 GWh
Billion Billion since AA
Electricity Sale Net Profit inception Credit Rating
Y1-Y5 Y4«Y5
. J N, 3 J
Five years at a Glance
: 2015-2016 | 2016-2017 | 2017-2018 | 2018-2019 | 2019-2020
Description
in Million

Sales 2,956 3,053 2,920 3,623 4,335
Cost of Sales (847) (887) (894) (888) (901)
Gross Profit 2,109 2,166 2,026 2,735 3,434
Admin expenses (100) (112) (128) (80) (81)
Other Income 174 351 175 151 368
Other Operating Expenses (102) (3) (5) (12) (2)
Profit before Interest & Tax 2,081 2,402 2,068 2,794 3,719
Financial Expenses (1,038) (958) (893) (1,066) (1,236)
Profit before Tax 1,043 1,444 3975 1,728 2,483
Taxation (27) (54) (35) 58 (16)
Profit after Tax 1,016 1,390 1,140 1,786 2,467
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STATEMENT OF COMPLIANCE WITH THE

PUBLIC SECTOR COMPANIES (CORPORATE GOVERNANCE) RULES, 2013

Name of Company Quaid-e-Azam Solar Power (Private) Limited
| Name of Department Energy Department, Government of Punjab
For the year ended June 30, 2020

I. This statement is being presented to comply with the Public Sector Companies
(Corporate Governance) Rules, 2013 (hereinafter called “the Rules”) issued for the
purpose of establishing a framework of good governance, whereby a public sector
company is managed in compliance with the best practices of public sector
governance.

Il.  The company has complied with the provisions of the Rules in the following manner:

Y N
Sr.
No Provisions of the Rules ' Rule No. | Tick the Remarks
i relevant
' box
1. | The independent directors meet the criteria of 2(d) 7
independence, as defined under the Rules.
2. | The Board has at least one third of its total members
as independent directors. At present the Board
includes:
Category Name Date of Joining I
Khawaja Khawar | July 11, 2019 |
=3 Rashid | 3(2) 4
§ Muhammad Ali | July 11,2019 | |
5 § Latif '
m
2 i— Suhail Aftab July 11, 2019
E g‘ Qureshi
3 Lubna Pathan July 11, 2019
2
S Ansar Haq Khan | July 11, 2019
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Babar
Agib Asif | July 11, 2019
Executive | Muhammad Nove_m_t;erhi_—.
Director | Badar ul Munir | 2018 i 5
Zaheer Ahmed | July 11, 2019
@ Ghanghro |
b Hameed Yaqoob | July 11, 2019
3 | Sheikh
g ei |
2 Irum Bukhari July 11, 2019
=
5]
% g Muhammad
"ﬂ.—l ) Abdullah khan July 11, 2019
aa Sumbal
2
3 Muhammad July 11, 2019
% Zafar Igbal
g Tanveer llyas [ July 11, 2019
E' |
® | Saqib Zafar July 11, 2019

(All the independent directors are also Non-
| Executive Directors)

The directors have confirmed that none of them is
serving as a director on more than five public sector
companies and listed companies simultaneously,
except their subsidiaries.

3(5)

The matter is
already in the
notice of the
Board. The Ex-
Offico (Non-
Executive)
directors are
directors in the
other public
sectors
companies due
to
representation
of the Govt.
departments.
While all the
independent
directors (from
private sector)
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‘ are fully in '
compliance on |
number of
companies.
4. | The appointing authorities have applied the fit and 3(6) | :
proper criteria given in the Annexure to the Rules in 7
making nominations of the persons for election as
board members under the provisions of the Act. '
5. | The chairman of the Board is working separately ; 4(1) v
| from the Chief Executive of the Company.
6. | The Chairman has been elected by the Board of : 4(4)
Directors except where the Chairman of the Board v
has been appointed by the Government. |
7. | The Board has evaluated the candidates for the 5(2) | CFO has been
pasition of the chief executive on the basis of the fit given additional
and proper criteria as well as the guidelines specified charge of CEO in
by the Commission. et g8 e

meeting  since
i N/A July 11 2018
after

considering the
Fit and Proper |
Criteria of CEO.

8. | (a) The company has prepared a “Code of Conduct” |
to ensure that professional standards and corporate
values are in place.

(b) The Board has ensured that appropriate steps
have been taken to disseminate it throughout the
company along with its supporting policies and
procedures, including posting the same on the 5(4) v
company’s website.

(www.gasolar.com)

(c) The Board has set in place adequate systems and
controls for the identification and redressal of
grievances arising from unethical practices.

9. | The Board has established a system of sound
internal control, to ensure compliance with the
fundamental principles of probity and propriety;
objectivity, integrity and honesty; and relationship
with the stakeholders, in the manner prescribed in

5(5) v

3" Floor, NIB Bank Building, 83-A, E/I, Main Boulevard, Gulberg-lll, Lahore, Pakistan. E-mail
info@gasoar.com, website www.gasolar .com
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| the Rules.

10.

The Board has developed and enforced an
appropriate conflict of interest policy to lay down
circumstances or considerations when a person may

be deemed to have actual or potential conflict of

interests, and the procedure for disclosing such
interest.

5(5)(b)(ii)

<.

11.

The Board has developed and implemented a policy
on anti-corruption to minimize actual or perceived
corruption in the company.

5(5)(b)(vi)

12.

The Board has ensured equality of opportunity by
establishing open and fair procedures for making

' appointments and for determining terms and

conditions of service.

5(5)(c) (ii)

13.

The Board has ensured compliance with the law as
well as the company’s internal rules and procedures

relating to public procurement, tender regulations, |

and purchasing and technical standards, when |

dealing with suppliers of goods and services.

5(5)(c)(iii)

14,

The board has developed a vision or mission |

statement and corporate strategy of the company.

5(6)

15.

The Board developed 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.

5(7)

16.

The board has quantified the outlay of any action in
respect of any service delivered or goods sold by the
Company as a public service obligation, and has
submitted its request for appropriate compensation
to the Government for consideration.

5(8)

N/A

17.

The Board has ensured compliance with the policy

directions requirements received from the
Government.

5(11)

18.

| a)The Board has met at-least four time during the

year

b) Written notices of the Board meeting along with
Agenda and working papers were circulated at-least

6(1), 6(2)
and 6(3)

3" Floor, NIB Bank Building, 83-A, E/I, Main Boulevard, Gulberg-lll, Lahore, Pakistan. E-mail
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_ * Quaid-e-Azam Solar Power (Pvt.) Ltd.

‘ seven days before the meetings

' ¢) The minutes of the meeting were appropriately
‘ recorded and circulated.

19. | The Performance evaluation of the members of the &(1) and No performance
i Board, including the Chairman and Chief Executive 8(2) evaluation  of
| shall be undertaken annually by the Government for the board was
" which the Government shall enter into performance carried out

contract with each member of the Board at the time during the year
of appointment. by the
Government.
The Board has monitored and assessed the
performance of senior management on annual basis
and held them accountable for accomplishing
objective and goals and key performance indicators
set for this purposes. I
20. | The board has reviewed and approved the related | 9
party transactions placed before it after
recommendations of the audit committee. A party
wise record of transactions entered into with the
related parties during the year has been maintained.
21. | (a)The Board has approved the profit and loss 10 Due to
account for, and balance sheet as at the end of, the complete
| first, second and third quarter of the year as well as ‘ lockdown in |
the financial year end. | coviD=13, |
‘ company  was
unable to hold a
meeting to
(b) The Board has placed the annual financial approve March-
statements on the company’s website. 20 Quarterly
Accounts,
However, the
management
had circulated
the  Quarterly
Accounts
amongst
members.
22. | All the Board members underwent an orientation 11

course arranged by the company to apprise them of
| the material developments and information as

3" Floor, NIB Bank Building, 83-A, E/I, Main Boulevard, Gulberg-IIl, Lahore, Pakistan. E-mail
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specified in the Rules.
23. | (a) The Board has formed the requisite 12
committees, as specified in the Rules.
(b) The committees were provided with written
term of reference defining their duties,
| authority and composition.
' (c) The minutes of the meetings of the committees
were circulated to all the Board members.
(d) The committees were chaired by the following
non-executive directors:
Committee No. of Name of |
members Chair '
Audit | 5 Muhammad v
Committee ' Ali Latif
Risk 3 Ansar haq
Management Khan Badar
Committee
Human 6 Engr. Prof.
Resource Dr. Sohail
Committee Aftab Qureshi
Finance & 5 Zaheer '
Procurement Ahmed |
Committee Ghanghro
Nomination . 3 Zaheer
Committee ' Ahmed
Ghanghro
Grievance 3 | Khawaja
Redressal Khawar
Committee Rashid .

24. | The Board has approved appointment of Chief 13 ’

Financial Officer, Company Secretary and Chief

| Internal Auditor, by whatever name called, with |

their remuneration and terms and conditions of | ¥
employment.

25. | The Chief Financial Officer and the Company 14
secretary have requisite qualification prescribed in | 7
the Rules.

|

3" Floor, NIB Bank Building, 83-A, E/I, Main Boulevard, Gulberg-lll, Lahore, Pakistan. E-mail
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26. | The company has adopted International Financial

Reporting Standards notified by the Commission in |

terms of sub-section (1) of section 225 of the Act.

16

27,

The directors’ report for this year has been prepared
in compliance with the requirements of the Act and
the Rules and fully describes the salient matters
required to be disclosed.

17

28.

The directors, CEO and executives, or their relatives,
are not directly or indirectly, concerned or
interested in any contract or arrangements entered
into by or on behalf of the company except those
disclosed to the company.

18

29.

(a) A formal and transparent procedure for fixing the
remuneration packages of individual directors has
been set in place and no director is involved in
deciding his own remuneration.

(b) The annual report of the company contains
criteria and details of remuneration of each director.

19

30.

| The financial statements of the company were duly

endorsed by the chief executive and chief financial

officer before consideration and approval of the

audit committee and the Board.

20

N/A

As BOD in their
46"  meeting |
dated 23th July
2018 has given
additional

charge of CEO |
to CFO, so CFO
also endorsed
the FS in the
capacity of CEO.

31.

The Board has formed an audit committee, with
defined and written terms of reference, and having
the following members:

21(1) and
21(2)

3" Floor, NIB Bank Building, 83-A, E/I, Main Boulevard, Gulberg-lll, Lahore, Pakistan. E-mail
info@gasoar.com, website www.gasolar .com




N Quaid-e-Azam Solar Power (Pvt.) Ltd.

QA Solar
Name of the | Category Professional ‘ |
| member Background .' |
Mr. Independent | Chartered ' ,
Muhammad Accountant ‘ i
Ali Latif i |
| Ms. Lubna Independent | Financial I
Pathan Consultant
Mr.Agib Asif | Independent | Business
Irum Bukhari | Ex-Officio Government
Service
Saqib Zafar Ex-Officio Government
Service

The chief executive and chairman of the Board are

not members of the audit committee.

32

a)

b)

The Chief Financial Officer, the Chief Internal |

auditors, and a representative of the external

auditors attended all meeting of the Audit |

Committee at which issue relating to
accounts and audit were discussed.

The Audit Committee met the external
auditors, at-least once a year, without the
presence of Chief Financial Officer, the Chief
Internal Auditors and other executives.

The audit Committee met the chief internal
auditors and other members of the internal
audit function, at-least once a year, without
the presence of chief financial officer and the
external auditors.

21(3)

33.

A. The Board has set up an effective internal

B.

audit function, which has an audit charter,
duly approved by the audit committee.

The chief internal auditor has requisite
qualification and experienced prescribed in
the Rules.

The internal audit reports have been

provided to the External auditors for their

review.

22

Board has
directed the
management to
hire external
firm to conduct
audit
for the years
2018-2019,

2019-2020 &
2020-2021.

Internal

3 Floor, NIB Bank Building, 83-A, E/I, Main Boulevard, Gulberg-lll, Lahore, Pakistan. E-mail
info@gasoar.com, website www.gasolar .com
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34. | The external auditors of the company have = 23(4) i
confirmed that the firm and all its partners are in
compliance with International Federation of
Accountants (IFAC) guidelines on Code of Ethics as | v
applicable in Pakistan.

35. | The auditors have confirmed that they have 23(5)
observed applicable guidelines issued by IFCA with
regard to provision of non-audit services. v

AT

Muhammad Badar Ul Munir Zaheer A. Ghaghroo

Chief Executive Officer Chairmain
Board of Directors

3™ Floor, NIB Bank Building, 83-A, E/I, Main Boulevard, Gulberg-lll, Lahore, Pakistan. E-mail
info@aqgasoar.com, website www.qasolar .com
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SCHEDULE I

See Paragraph 2(3)

Quaid-e-Azam Solar Power (Pvt.) Ltd.

Explanation for Non-Compliance with the

Public Sector Companies (Corporate Governance) Rules, 2013

We confirm that all other material requirements envisaged in the Rules have been
complied with except for the following, toward which reasonable progress is being made
by the company to seek compliance by the end of next accounting year:

Sr. Rule/sub- Reason for Non Compliance Future course of action
No rule no.

1 3 (5) The matter is already in the notice of the | The matter is already in the notice
Board. The Ex-Offico (Non-Executive) | of the Board. The company will try
directors are directors in the other public | to ensure compliance of this
sectors companies due to representation | Provision of the rules in future.
of the Govt. departments. While all the
independent directors (from private
sector) are fully in compliance on
number of companies.

2 8(1) No performance evaluation of the board | The  company  will  ensure
was carried out during the year by the | compliance in the next year
Government.

3 10 Due to complete lockdown in COVID-19,
company was unable to hold a meeting
to approve  March-20  Quarterly —

Accounts, However, the management
had circulated the Quarterly Accounts
amongst members.

4 22¢c As per instructions of BOD to establish in | Board has directed the
House Internal audit department, report | management to hire external firm
for the required period is under process. | to conduct Internal audit for the

years 2018-2019, 2019-2020 &
2020-2021

AT

Muhammad Badar Ul Munir
Chief Executive Officer

Zaheer A. Ghaghroo
Chairmain
Board of Directors

3" Floor, NIB Bank Building, 83-A, E/I, Main Boulevard, Gulberg-lil, Lahore, Pakistan. E-mail
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REVIEW REPORT TO THE MEMBERS ON THE STATEMENT OF COMPLIANCE WITH THE PUBLIC
SECTOR COMPANIES (CORPORATE GOVERNANCE) RULES, 2013

We have reviewed the enclosed Statement of Compliance with the best practices contained in the
Public Sector Companies (Corporate Governance) Rules, 2013 (the “Rules”) for the year ended June
30, 2020 prepared by the Board of Directors of QUAID-E-AZAM SOLAR POWER (PRIVATE) LIMITED
(QASPL) (the “Company”) to comply with the provisions of the Rules.

The responsibility for compliance with the Rules 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 Rules and report if it does not and to highlight any non-compliance with the
requirements of the Rules. 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 Rules.

As a part 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
control, the Company’s corporate governance procedures and risks.

The Rules 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 Rules as applicable to the Company for the year
ended June 30, 2020.

LAHORE Pho Elbsoimms .

CHARTERED ACCOUNTANTS
DATED: 3 0 APR 202? Engagement Partner: Muhammad Imran
BDO Ebrahim & Co. Chartered Accountants

a rember of BDO International Limited, 2 UK company limited by guarantee,

BODO Ebrahim & Co., 2

and forms part of the

iip f
independent member firms
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF QUAID-E-AZAM SOLAR POWER (PRIVATE)
LIMITED

Report on the Audit of the Financial Statements
Opinion

We have audited the annexed financial statements of QUAID-E-AZAM SOLAR POWER (PRIVATE) LIMTED
(the Company), which comprise the statement of financial position as at June 30, 2020, and the
statement of profit or loss, the statement of comprehensive income, the statement of cash flows, the
statement of changes in equity for the year then ended, and notes to the financial statements, including
a summary of significant accounting policies and other explanatory information, 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 the audit.

In our opinion and to the best of our information and according to the explanations given to us, the
statement of financial position, the statement of profit or loss, the statement of comprehensive income,
the statement of cash flows and the statement of changes in equity together with the notes forming part
thereof conform with the accounting and reporting standards as applicable in Pakistan and give the
information required by the Companies Act, 2017 (XIX of 2017), 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, 2020 and of the
profit and other comprehensive income, its cash flows and the changes in equity for the year then
ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in
Pakistan. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are independent of
the Company in accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants as adopted by the Institute of Chartered Accountants of Pakistan
(the Code) and we have fulfilled our other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Information Other than the Financial Statements and Auditor’s Report Thereon

Management is responsible far the other information. The other information comprises the information
included in the directors’ report but does not include the financial statements and our auditor’s report
thereon.

Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material misstatement
of this other information, we are required to report that fact. We have nothing to report in this regaE.
Do
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Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the accounting and reporting standards as applicable in Pakistan and the requirements
of Companies Act, 2017 (XIX of 2017) and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

Board of directors are responsible for overseeing the Company's financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with ISAs as applicable in Pakistan will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment
and maintain professional skepticism throughout the audit. We also:

e ldentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

=  Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

¢ Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of
our auditor’s report. However, future events or conditions may cause the Company to cease to
continue as a going concern. A0

Page - 2
BDO Ebrahim & Co. Chartered Accountants :
BDO Ebrahim & Co., a Pakistan registered partnership firm, is a member of EDO Internaticnal Limited, a UK company limited by guarantee,
and forms part of the international BDO natwork of independent member firms.




IBDO

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

We communicate with the board of directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

Report on Other Legal and Regulatory Requirements

Based on our audit, we further report that in our opinion:

a) proper books of account have been kept by the Company as required by the Companies Act, 2017
(XIX of 2017);

b) the statement of financial position, the statement of profit or loss, the statement of comprehensive
income, the statement of cash flows and the statement of changes in equity together with.the notes
thereon have been drawn up in conformity with the Companies Act, 2017 (XIX of 2017) and are in
agreement with the books of account and returns;

c) investments made, expenditure incurred and guarantees extended during the year were for the
purpose of the Company’s business; and

d) in our opinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of
1980).

The engagement partner on the audit resulting in this independent auditor’s report is Muhammad Imran.
Other Matter
The financial statements of the Company for the year ended June 30, 2019 were audited by another firm

of auditors who had expressed an unmodified opinion thereon vide their report dated December 06,
2019.

LAHORE Rpo ®lbiahm
DATED: 3 (] APR 2021 BDO EBRAHIM & CO.
CHARTERED ACCOUNTANTS

0o
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QUAID-E-AZAM SOLAR POWER (PRIVATE) LIMITED

STATEMENT OF FINANCIAL POSITION
AS AT JUNE 30, 2020

ASSETS
NON-CURRENT ASSETS

Property, plant and equipment
Operating fixed assets
Capital work in progress
Right-of-use assets

Intangible assets !

Long term deposits and prepayments

CURRENT ASSETS
Trade debts
Short term loans and advances
Short term deposits and prepayments
Other receivables
Cash and bank balances

TOTAL ASSETS
EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES
Authorized share capital

Issued, subscribed and paid up share capital
Share deposit money
Revenue reserve - Unappropriated profit

- TOTAL EQUITY

NON-CURRENT LIABILITIES

Long term financing
Deferred liabilities
Long term retentions

CURRENT LIABILITIES
Trade and other payables
Accrued finance cost
Provision for taxation
Current portion of long term financing

TOTAL LIABILITIES
TOTAL EQUITY AND LIABILITIES

CONTINGENCIES AND COMMITMENTS

The annexed notes from 1 to 50 form an integral part of these financial statements.

CHIEF EXECUTIVE

2020 2019
Note —emmmee—(Rupees in 060")---—a-—
6 11,029,745 11,595,510
8 27,559 -
9 896 -
10 374 787
11 401 1,347
11,058,975 11,597,644
12 3,501,383 2,153,958
13 9,292 30,788
14 6,249 6,347
15 1,459,323 1,219,202
16 1,516,369 717,467
6,492,616 4,127,762
17,551,591 15,725,406
171 6,000,000 6,000,000
17.2 3,809,780 3,809,780
5 5
5,488,330 3,018,982
9,298,115 6,828,767
18 6,223,456 7,182,777
19 19,254 18,370
20 104,960 69,614
6,347,670 7,270,761
21 621,342 430,717
22 207,256 239,544
23 49,643 76,165
24 1,027,565 879,452
1,905,806 - 1,625,878
8,253,476 8,896,639
17,551,591 15,725,406
25
o
DIRECTOR




QUAID-E-AZAM SOLAR POWER (PRIVATE) LIMITCD
STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED JUNE 3¢, 2020

2020

Nete ——mem—-(Rupees in 06)")——-—-—

Sales 27 4,335,207 3,623,160
Cost of sales 28 (901,418) (888,053)
Gross profit 3,433,789 2,735,107
Administrative expenses 29 (80,593) (79,999)
Other operating expenses 30 (1,575) (12,419)

(82,168) (92,418)
Other income 31 367,972 150,614
Operating profit 3,719,593 2,793,303
Finance cost 32 (1,235,819) (1,065,523)
Profit before taxation 2,483,774 1,727,780
Taxation 33 (16,299) 58,341
Profit for the year 2,467,475 1,786,121
Earnings per share - Basic and diluted (Rupees) 48 6.48 4.69
The annexed notes from 1 to 50 form an integral part of these financial statements.

. B0
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QUAID-E-AZAM SOLAR POWER (PRIVATE) LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2020

2020 2019
—————— ---(Rupees in 000")-—--—--—-
Profit for the year 2,467,475 1,786,121
Other comprehensive income
Items that will not be reclassified subsequently to profit or loss
Remeasurement of net defined benefit liability - net of tax 1,873 (35)
Items that may be reclassified subsequently to profit or
loss - -
Other comprehensive income / (loss) for the year 1,873 (35)
Total comprehensive income for the year 2,469,348 1,786,086

The annexed notes from 1 to 50 form an integral part of these financial statements.
|3p0

CHIEF EXECUTIVE DIRECTOR
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QUAID-E-AZAM SOLAR POWER (PRIVATE) LIMITED
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 390, 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation
Adjustments for items not involving movement of funds:
Depreciation on property, plant and equipment
Amortization of intangible assets 29
Exchange loss 30
Finance cost 32
Employee benefits 19
Net cash flow before working capital changes
(Increase) / decrease in current assets
Trade debts
Short term loans and advances
Short term deposits and prepayments
Other receivables

Increase in current liabilitics
Trade and other payables

Cash generated from operations
Taxes paid
Employee benefits paid
Financial charges paid
Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Additions to capital work in progress
Addition to fixed assets
Addition to intangible assets 10
Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Long term financing - repayment
Long term retentions
Dividend paid
Net cash used in financing activities
Net increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

o, vl

6.1 & 9.1

2020

2019

{(Rupees in 000")-em"mm- ——

1,727,780

2,483,774
566,111 568,743
430 480
1,575 12,419
1,235,819 1,065,523
7,244 5,913
4,295,003 3,380,858
(1,347,425) (765,694)
21,496 (1,463)
98 130
165,824 132,628
(1,160,007) (634,399)
189,050 127,707
189,050 127,707
3,324,046 2,874,165
(448,766) (718,588)
(4,487) (1,107)
(1,243,399) (975,100)
1,627,394 1,179,371
(27,559) -
(296) (1,443)
(67) (96)
(27,922) (1,539)
(835,916) (856,091)
35,346 25,072
- (600,000)
(800,570) (1,431,019)
798,902 (253,187)
717,467 970,654
1,516,369 717,467

The annexed notes from 1 to 50 form an integral part of these financial statements.
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QUAID-E-AZAM SOLAR POWER (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020

1

1.1

1.2

1.3

2.1

2.2

LEGAL STATUS AND NATURE OF BUSINESS
Status of the Company

Quaid-e-Azam Solar Power (Private) Limited ('The Company') was incorporated as a private
limited Company under the repealed Companies Ordinance, 1984 (Now the Companies Act,
2017) on September 16, 2013. The principal activity of the Company is to build, own, operate
and maintain a solar power plant having a total capacity of 100 MW in Lal Sohanra, Cholistan,
Bahawalpur (the main business unit of the Company).

Commercial Operations Date (COD)

In accordance with Central Power Purchasing Agency (Guarantee) Limited (CPPA) letter No.
CPPA/(G)L/GM/CE-II/MT-IV/QASPPL/17-38 dated August 7, 2015, the Company achieved
Commercial Operations Date (COD) on July 15, 2015. National Electric Power Regulatory
Authority (NEPRA) has granted generation license to the Company which is valid until
December 30, 2039.

Sale of entire power generation

As explained in note 26.1, the Company has entered into Energy Purchase Agreement (EPA)
with National Transmission and Dispatch Company Limited (NTDC) through Central Power
Purchasing Agency (Guarantee) Limited (CPPA) for the sale of its entire power generation for a
period of 25 years valid till December 30, 2039.

GEOGRAPHICAL LOCATION AND ADDRESSES OF BUSINESS UNITS

The registered office of the Company is situated at 3rd Floor, 83A-El, Gulberg III, Main
Boulevard, Lahore, Pakistan. The power plant of the Company is located at following location:

Plant Plant address
Solar Power Plant Quaid -e-Azam solar Park Bahawalpur, Cholistan Development
Authority.

Basis of preparation
Statement of compliaﬁce

These financial statements have been prepared in accordance with the accounting and reporting
standards as applicable in Pakistan. The accounting and reporting standards applicable in
Pakistan comprise of : _ oo
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2.4

w

w
ot

- Internatioral Financial Reporting Standards (IFRS) issued by the International Accounting
Standards Board ( I[ASB ) as notified under the Companies Act , 2017; and
- Provisions of and directives issued under the Companies Act, 2017.

Where provisions of and directives issued under the Companies Act, 2017 differ from the IFRS
Standards, the provisions of and directives issued under the Companies Act, 2017 have been
followed.

Accounting convention

These financial statements have been prepared under the historical cost convention unless
otherwise stated under the relevant policy note.

The financial statements have been prepared following accrual basis of accounting except for
cash flow information.

The preparation of these financial statements in conformity with approved accounting standards
requires the management to exercise its judgment in the process of applying the Company's
accounting policies and use of certain critical accounting estimates. The areas involving a higher
degree of judgment, critical accounting estimates and significant assumptions are disclosed in
note 5.29.

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.

ADOPTION OF IFRS 16 "LEASES"
IFRS 16 'Leases’

IFRS 16 'Leases' was issued on January 01, 2016. This standard is adopted locally by the
Securities and Exchange Commission of Pakistan and is effective for accounting periods
beginning on or after January 1, 2019. IFRS 16 replaced 1AS 17 'Leases', IFRIC 4 'Determining
whether an Arrangement contains a Lease.

Effective July 1, 2019, the Company has adopted IFRS 16, "Leases" except as mentioned in
below paragraph, which replaces existing guidance on accounting for leases, including IAS 17
"Leases”, IFRIC 4 "Determining whether an Arrangement contains a Lease", SIC-15 "Operating
Leases - Incentive" and SIC-27 "Evaluating the substance of transactions involving the legal
form of a Lease". IFRS 16 introduces a single, on-balance sheet lease accounting model for
lessees. A lessee recognizes a right-of-use asset representing its right-of-use of the underlying
asset and a lease liability representing its obligations to make lease payments. Lessor accounting
remains similar to the current standard i.e. lessors continue to classify leases as finance or

operating leases. Page -2 jdno




The SECP through its S.R.O. 986 (1)/2019 dated September 2, 2019 extended its exemption
from the requirements of IFRS 16 to extent of power purchase agreement to all companies that
have executed their power purchase agreements before January 1, 2019. Accordingly, the
Company has prepared these financial statements consistent with prior years. Apart from the
above, the adoption of IFRS 16 does not have any significant impact on these financial
statements of the Company during the current year.

Transition method and practical expedients :tilized

The Company applied IFRS 16 using the modified retrospective approach, with recognition of
transitional adjustments on the date of initial application (July 01, 2019), without restatement of
comparative figures.

The Company used the following practical expedients when applying IFRS 16 to leases
previously classified as operating leases under IAS 17.

- applied a single discount rate to a portfolio of leases with similar characteristics.

- applied the exemption not to recognise right-of-use assets and liabilities for leases with less
than 12 months of lease term.

- used hindsight when determining the lease term if the contract contains options to extend or
terminate the lease.

At inception of a contract, the Company assesses whether a contract is, or contains, a lease
based on whether the contract conveys the right to control the use of an identified asset for a
period of time in exchange for a consideration.

On adoption of IFRS 16, the Company recognised a right-of-use asset and lease liability at the
commencement date. The right-of-use asset is initially measured at cost, which comprises the
initial amount of lease liability adjusted for any lease payments made at or before the
commencement date, plus any initial direct cost incurred and an estimate of cost to dismantle
and remove the underlying asset or to restore the underlying asset or the site on which it is
located, less any lease incentives received.

Lease liabilities were measured at the present value of the remaining lease payments, discounted
using the interest rate implicit in the lease or, if that rate cannot be readily determined, the
Company's incremental borrowing rate. The Company used its incremental borrowing rate as
the discount rate as at July 01, 2019.

The right-of-use asset is subsequently depreciated using straight line method from the date of
recognition to the earlier of the end of useful life of the right-of-use asset or the end of the lease
term. The estimated useful lives of the right-of-use assets are determined on the same basis as
those of property and equipment. In addition, the right-of-use asset is periodically reduced by
the impairment losses, if any, and adjusted for certain remeasurement of the lease liability.
12.2-3 200




4.1

Subsequently, the lease liability is measured at amortised cost using the effective interest
method. It is remeasured when there is a change in future lease payments arising from a change
in the rate, if there is a change in the Company's estimate of the amount expected to be payable
under a residual value guarantee, or if the Company changes its assessment of whether it will
exercise a purchase, extension or termination option. When the lease liability is remeasured in
this way, a corresponding adjustment is made to the carrying amount of the right-of-use asset, or
is recorded in profit or loss if the carrying amount of the right-of-use asset has been reduced to
Zero.

The adoption of IFRS 16 did not have any impact on opening retained earnings as on July 1,
2019 as the Company had land on lease from the Government of Punjab for 25 years and all the
liabilities have already been paid and previously this amount has been shown as long term
prepayment which now has been reclassified on July 01, 2019 as right of use asset. On transition
to IFRS 16, the Company recognised right-to-use assets on the date of initial application as
follows.

July 01,
2019
Note -----"Rupees---
Property and equipment
Right-of-use assets - Land 9.1 946
Long term deposits and prepayment
Long term prepayment 11.1 (946)

The Company considers other leases (office building) as short term, therefore, no lease liability
has been recorded in these financial statements under IFRS 16.

NEW ACCOUNTING STANDARDS, INTERPRETATIONS AND AMENDMENTS TO
PUBLISHED APPROVED STANDARDS

Amendments that are effective in current year and may or may not be relevant to the
Company

The Company has adopted the amendments to the following approved accounting standards as
applicable in Pakistan which became effective during the year from the dates mentioned below

against the respective standard:
Effective date

(annual periods
beginning on or
after)

Conceptual Framework for Financial Reporting 2018 - Original Issue March 01, 2018

IFRS 8 Operating Segments - Amendments regarding prepayment
features with negative compensation and modifications of
financial liabilities January 01, 2019

oo
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4.2

IFRS 9

IFRS 14

IFRS 16

IAS 19

IAS 28

IFRIC 23

Financial Instruments - amendments regarding prepayment
features with negative compensation and modifications of
financial liabilities

Regulatory Deferral Accounts - Original issue

Leases - Original issue

Employee benefits - Amendments regarding plan amendments,
curtailments or settlements

Investments in Associates and Joint Ventures - Amendments
regarding long-term interests in associates and joint ventures

Uncertainty over Income Tax Treatments

Effective date
(annual periods
beginning on or

after)
January 01, 2019
July 01, 2019

January 01, 2019

January 01, 2019

January 01, 2019

January 01, 2019

Other than the amendments to standards mentioned above, there are certain annual
improvements made to IFRS that became effective during the year:

Amendments not yet effective

The following amendments to the approved accounting standards as applicable in Pakistan
would be effective from the dates mentioned below against the respective standard:

Amendments to IFRS 2, IFRS 3, IFRS 6, IFRS 14, IAS 1, IAS 8, IAS 34,
IAS 37, IAS 38,IFRIC 12, IFRIC 19, IFRIC 20, IFRIC 22, and SIC-32 to
update these pronouncements with regard to references to and quotes from
the framework or to indicate where they refer to different version of the
Conceptual Framework.

IFRS 3

IFRS 3

IFRS 4

IFRS 7

Business Combinations - amendments to clarify the definition
of a business

Business Combinations - amendments updating a reference to
the Conceptual Framework

Insurance Contracts - Amendments regarding the expiry date of
the deferral approach

Financial Instruments: Disclosures - Amendments regarding pre-
replacement issues in the context of the IBOR reform

Page -5
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January 01, 2020

January 01, 2022

January 01, 2023

January 01, 2023
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IFRS 9

IFRS 9

IFRS 16

IFRS 17

IAS 1

IAS 1

IAS 8

IAS 16

IAS 37

IAS 39

Financial Instruments - Amendments regarding pre-replacement
issues in the context of the IBOR reform

Financial Instruments - Amendments regarding the interaction

of IFRS 4 and IFRS 9

Leases - Amendment to provide lessees with an exemption
from assessing whether a COVID-19-related rent concession is
a lease modification

Insurance Contracts - Amendments to address concerns and
implementation challenges that were identified after IFRS 17
was published

Presentation of Financial Statements - amendments regarding
the definition of materiality

Presentation of Financial Statements - Amendments regarding
the classification of liabilities

Accounting Policies, Changes in Accounting Estimates and
Errors - amendments regarding the definition of materiality

Property, Plant and Equipment - Amendments prohibiting a
company from deducting from the cost of property, plant and
equipment amounts received from selling items produced while
the company is preparing the asset for its intended use

Provisions, Contingent Liabilities and Contingent Assets -
Amendments regarding the costs to include when assessing
whether a contract is onerous

Financial Instruments: Recognition and Measurement -
Amendments regarding pre-replacement issues in the context of
the IBOR reform

Effective date
(annual periods
beginning on or

after)
January 01, 2020

January 01, 2023

January 01, 2020

January 01, 2023
January 01, 2020
January 01, 2022
January 01, 2020
January 01, 2022

January 01, 2022

January 01, 2020

The annual improvements to IFRSs that are effective from the dates mentioned below against
respective standards:
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4.4

Effective date
(annual periods
beginning on or

after)
Annual improvements to IFRSs (2015 —2017) Cycle:
IFRS 3 Business Combinations January 01, 2019
IFRS 11 Joint Arrangements January 01, 2019
IAS 12 Income Taxes January 01, 2019
IAS 23 Borrowing Costs January 01, 2019

Standards or interpretations not yet effective

The following new standards have been issued by the International Accounting Standards Board
(TASB), which have been adopted locally by the Securities and Exchange Commission of
Pakistan effective from the dates mentioned against the respective standard:

[FRS 1 First Time Adoption of International Financial Reporting Standards
I[FRS 17  Insurance Contracts

The following new standards and interpretations have been issued by the International
Accounting Standards Board (IASB), which have not been adopted locally by the Securities and
Exchange Commission of Pakistan (SECP):

IFRS 1 First Time Adoption of International Financial Reporting Standards
IFRS 14  Regulatory Deferral Accounts
IFRS 17  Insurance Contracts

The Company expects that the adoption of the other amendments and interpretations of the
standards will not have any material impact and therefore will not affect the Company's
financial statements in the period of initial application.

Conceptual Framework for Financial Reporting by IASB

On March 29, 2018, the International Accounting Standards Board (the IASB) has issued a
revised Conceptual Framework for Financial Reporting which is applicable immediately and
contains changes that will set a new direction for IFRS in the future. The Conceptual
Framework primarily serves as a tool for the IASB to develop standards and to assist the IFRS
Interpretations Committee in interpreting them. It does not override the requirements of
individual IFRSs and any inconsistencies with the revised Framework will be subject to the
usual due process — this means that the overall impact on standard setting may take some time to
crystallize. The companies may use the Framework as a reference for selecting their accounting
policies in the absence of specific [FRS requirements. In these cases, companies should review
those policies and apply the new guidance retrospectively as of January 01, 2020, unless the
new guidance contains specific scope outs. pbo
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Effective date
(annual periods
beginning on or

after)

The IASB issued 'Interest Rate Benchmark Reform which amended followings IFRS:

IFRS 7 Financial Instruments "disclosures" January 01,2020
IFRS 9 Financial Instruments January 01,2020
IAS 39 Financial Instruments: Recognition and Measurement January 01,2020

Interest Rate Benchmark Reform amended IFRS 7 and IFRS 9 and IAS 39 as a first reaction to
the potential effects the [BOR reform could have on financial reporting, this amendment
requiring additional disclosures around uncertainty arising from the interest rate benchmark
reform.

Standards, amendments and interpretations to existing standards that are not yet effective
but applicable/ relevant to the Company's operations.

IFRIC 4, Determining Whether an Arrangement Contains a Lease’ is applicable for annual
periods beginning on or after 1 January 2006, however, Securities and Exchange Commission of
Pakistan (SECP) granted waiver from the application of IFRIC 4 to all companies including
power sector companies through its notification SRO 24(I) 2012 dated January 16, 2012. 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 IFRS 16,

‘Leases’.

The SECP through its S.R.O. 986 (1)/2019 dated September 2, 2019 extended its exemption
from the requirements of IFRS 16 to all companies that have executed their power purchase
agreements before January 1, 2019. Accordingly, the Company has prepared these financial
statements consistent with prior years.

Consequently, the Company is not required to account for a portion of its Energy Purchase
Agreement (EPA) as a lease under IFRS 16. If the Company were to follow IFRIC 4 and IFRS
16, the effect on the financial statements would be as follows:

2020 2019
----------(Rupees in 000')----------

De-recognition of property, plant and equipment 10.864.068 11,582,234
Recognition of lease debtor 10,036,967 12,149,103
00
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2020 2019

Increase in un-appropriated profit at the beginning of the

year 566,871 553,012
Increase in profit for the year 13,799 13,859
Increase in un-appropriated profit at the end of the year 580,670 566,871

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.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and any identified
impairment loss.

Depreciation on property, plant and equipment is charged to the statement of profit or loss on
the straight line method so as to write off the cost of an asset over its estimated useful life at the
annual rates mentioned in note 6 after taking into account their residual values. 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 property,
plant and equipment as at June 30, 2020 has not required any adjustment as its impact is
considered insignificant.

Depreciation on additions to property, plant and equipment is charged from the month in which
an asset is acquired or capitalised, while no depreciation is charged for the month in which the
asset is disposed off. The Company assesses at each statement of financial position 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 values exceed the respective recoverable amount, assets are written down to
their recoverable amounts and the resulting impairment loss is recognised to the statement of
profit or loss for the year. 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.

Subsequent costs are included in the asset's carrying amount or recognised 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 statement of profit or loss during the period in which they are

incurred. Bbo
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5.3

54

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 recognised as an income or expense.

Intangible assets

Expenditure incurred to acquire computer software, is capitalised as intangible assets and stated
at cost less accumulated amortisation and any identified impairment loss.

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. Amortisation is charged using straight line method at the rate mentioned in note
10.

The Company 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 values
exceed the respective recoverable amount, assets are written down to their recoverable amounts
and the resulting impairment loss is recognized in the statement of profit or loss for the year.
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.

Capital work in progress

Capital work-in-progress are stated at cost less impairment losses, if any, and consists of
expenditure incurred, advances made and other costs directly attributable to operating fixed
assets in the course of their construction and installation. Cost also includes applicable
borrowing costs. Transfers are made to relevant operating fixed assets category as and when
assets are available for use intended by the management.

Leases
Right-of-use assets

The right-of-use asset is initially measured at cost, which comprises the initial amount of lease
liability adjusted for any lease payments made at or before the commencement date, plus any
initial direct cost incurred and an estimate of cost to dismantle and remove the underlying asset
or to restore the underlying asset or the site on which it is located, less any lease incentives
received.

The right-of-use asset is subsequently depreciated using straight line method from the date of
recognition to the earlier of the end of useful life of the right-of-use asset or the end of the lease
term. The estimated useful lives of the right-of-use assets are determined on the same basis as
those of property and equipment. In addition, the right-of-use asset is periodically reduced by
the impairment losses, if any, and adjusted {ur certain remeasurement of the lease liability.
vag2- 19 (30
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Lease liabilities

The lease liability was measured upon initial recognition at the present value of the future lease
payments over the lease term, discounted with the specific incremental borrowing rate.
Subsequently lease liabilities are measured at amortized cost using the effective interest rate
method.

The Company recognises leases as a right-of-use asset and corresponding liability at the date at
which the leased asset is available for use by the Company, except for the assets under the
Power Purchase Agreement (PPA) which are exempted from the applicability of this standard as
explained in note 4.5. Each lease payment is allocated between the liability and finance cost.
The finance cost is charged to profit or loss over the lease period so as to produce a constant
periodic rate of interest on the remaining balance of the liability for each period. The right-of-
use asset is depreciated over the shorter of the asset's useful life and the lease term on a straight
line basis.

Subsequently, the lease liability is measured at amortised cost using the effective interest
method. It is remeasured when there is a change in future lease payments arising from a change
in the rate, if there is a change in the Company's estimate of the amount expected to be payable
under a residual value guarantee, or if the Company changes its assessment of whether it will
exercise a purchase, extension or termination option. When the lease liability is remeasured in
this way, a corresponding adjustment is made to the carrying amount of the right-of-use asset, or
1s recorded in profit or loss if the carrying amount of the right-of-use asset has been reduced to

Zero.
Taxation

Current

Provision of current tax is based on the taxable income for the period 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 expected to apply to the profit for the year if enacted. 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 ycar for such years.

The charge for current tax included in statement of profit or loss is net off amount recoverable
from Central Power Purchasing Agency (Guarantee) Limited (CPPA) as a pass through item
under the terms of Energy Purchase Agreement between the Company and CPPA.

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. Poo
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5.7

5.8

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, vnused tax losses and tax credits
can be utilized.

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
date of statement of financial position. 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.

The deferred tax liability in respect of temporary differences is not recognized as the future tax
payments on the generation, sale, exportation or supply of electricity are pass-through items and
claimable from CPPA in full and the settlement of these temporary differences in future will
have no tax consequences on the Company.

Trade debts

Trade debts are recognized and carmed at original invoiced amount which is the fair value of
the consideration to be received in future for units sold less provision for impairment. The
Company holds trade debts with the objectives to collect contractual cash flows and, therefore,
measure them subsequently at amortised cost using the effective interest method. Loss
allowances for financial assets measured at amortized cost are deducted from the gross carrying
amount of the assets. The gross carrying amount of a financial asset is written off when the
Company has no reasonable expectations of recovering a financial asset in its entirety or a
portion thereof.

Loans, advances and other receivables

These are recognized at cost, which is the fair value of the consideration given. An assessment
is made at each reporting date to determine, whether there is an indication that a financial asset,
or a group of financial assets, may be impaired. If such an indication exists, the estimated
recoverable amount of that asset is determined and an impairment loss is recognized for the
difference between the recoverable amount and the carrying value.

Operating leases

Short term leases are classified as operating leases. Payments made under operating leases (net
of any incentives received from the lessor) are charged to statement of profit or loss on a straight-

line basis over the lease term.
Bno
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5.9

Impairment

Financial assets

As explained in note 5.10.4, amounts due from the Government of Pakistan are assessed in
accordance with the provisions of 1AS 39 at each reporting date to determine whether there is
any objective evidence that one or more events have had a negative effect on the estimated
future cash flows of these receivables.

The Company recognizes loss allowance for Expected Credit Losses (ECLs) on financial assets
measured at amortized cost and contract assets. The Company measures loss allowance at an
amount equal to lifetime ECLs.

Lifetime ECLs are those that result from all possible default events over the expected life of a
financial instrument. The maximum period considered when estimating ECLs is the maximum
contractual period over which the Company is exposed to credit risk.

At each reporting date, the Company assesses whether the financial assets carried at amortized
cost are credit-impaired. A financial asset is credit-impaired when one or more events that have
detrimental impact on the estimated future cash flows of the financial assets have occurred.

Loss allowances for financial assets measured at amortized cost are deducted from the gross
carrying amount of the assets. The gross carrying amount of a financial asset is written off when
the Company has no reasonable expectations of recovering a financial asset in its entirety or a
portion thereof.

Non-financial assets

The carrying amount of the Company’s non-financial assets, other than inventories and deferred
tax assets are reviewed at each reporting date to determine whether there is any indication of
impairment. If any such indication exists, then the asset’s recoverable amount is estimated. The
recoverable amount of an asset or cash generating unit is the greater of its value in use and its
fair value less cost to sell. In assessing value in use, the estimated future cash flows are
discounted to their present values using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset or cash generating

unit.

An impairment loss is recognized if the carrying amount of the assets or its cash generating unit
exceeds its estimated recoverable amount. Impairment losses are recognized in the statement of
profit or loss. Impairment losses recognized in respect of cash generating units are allocated to
reduce the carrying amounts of the assets in a unit on a pro rata basis. Impairment losses
recognized in prior periods are assessed at each reporting date for any indications that the loss
has decreased or no longer exists. 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
that extent that the asset’s carrying amount after the reversal does not exceed the camrying
amount that would have been determined, net of depreciation and amortization, if no

impairment loss had been recognized. [3Dc
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5.10.1

b)

Financial instruments
Financial assets other th:an those due frorm the Government of Palistan

The Company classifies its financial assets in the following categories: at fair value through
profit or loss and at amortised cost. 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.

Financial assets at amortised cost

Financial assets at amortised cost 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 reporting date, which are classified as non-
current assets. These comprise of loans, advances, deposits and other receivables and cash and
cash equivalents in the statement of financial position.

All financial assets are recognized at the time when the Company 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 Company 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 statement of profit or loss. Financial assets are de-recognized 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. Financial assets at fair value through profit
or loss are subsequently carried at fair value. Financial assets at amortised cost are measured
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 statement of
profit or loss in the period in which they arise. Dividend income from financial assets at fair
value through profit or loss is recognized in the statement of profit or loss as part of other
income when the Company's right to receive payments is established.

The Company applies simplified anproach, as allowed under IFRS 9, for measuring expected

credit losses which uses a lifetime expected loss allowance for all the financial assets. It assess

on a forward-looking basis the expected credit losses associated with its financial assets carried

at amortised cost. The impairment methodology applied depends on whether there has been a

significant increase in credit risk. DS
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5.10.2 Financial liabilities

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

A financial liability is de-recognized 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 statement of profit or loss.

5.10.3 Offsetting of financial assets and financial Habilitics

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.

5.10.4 Financial assets due from the Government of Paldstan

Financial assets due from the Government of Pakistan include trade debts and other receivables
due from CPPA under PPA that also includes accrued amounts. The SECP through SRO
985(1)/2019 dated September 2, 2019 has notified that, in respect of companies holding
financial assets due from the Government of Pakistan, the requirements contained in IFRS 9
with respect to application of expected credit losses method shall not be applicable till June 30,
2021 and that such companies shall follow relevant requirements of IAS 39 in respect of above
referred financial assets during the exemption pericd. Accordingly, the same continue to be
reported as per the following accounting policy:

Trade debts and other receivables are recognized initially at invoice value, which approximates
fair value, and subsequently measured at amortised cost using the effective interest rate method,
less provision for impairment.

A provision for impairment 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.
Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy
or financial reorganization, and default or delinquency in payments are considered indicators
that the trade debt is impaired. The provision is recognized in the statement of profit or loss.
When a trade debt is uncollectible, it is written-off against the provision. Subsequent recoveries
of amounts previously written off are credited to the statement of profit or loss. If, in a
subsequent period, the amount of the impairment ioss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised (such as an improvement
in the debtor’s credit rating), the reversal of the previously recognised impairment loss is

recognised in the statement of profit or loss. 1@ho
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5.11

5.12

5.13

5.14

Cash and cash equivalents

Cash and cash equivalents are carried in the statement of financial position at cost. For the
purpose of cash flow statement, cash and cash equivalents comprise cash in hand, cheques in
hand, demand deposits, other short term highly liquid investments that are readily convertible to
known amounts of cash and which are subject to an insignificant risk of change in value and
finances under mark-up arrangements.

Borrowings

Borrowings are recognised initially at fair value (proceeds received), net of transaction costs
incurred and are subsequently carried at amortised cost. Any difference between the proceeds
(net of transaction costs) and the redemption value is recognised in the statement of profit or
loss over the period of the borrowings using the effective interest method.

Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan to
the extent that it is probable that some or all of the facility will be drawn down. In this case, the
fee is deferred until the draw-down occurs. To the extent there is no evidence that it is probable
that some or all of the facility will be drawn down, the fee is capitalised as a pre-payment for
liquidity services and amortised over the period of the facility to which it relates.

Finance costs are accounted for on an accrual basis and are shown as accrued finance cost to the
extent of the amount remaining unpaid.

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 asséts 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 / finance costs are recognised in statement of profit or loss in the period in
which they are incurred.

Trade and other payables
Trade payables are obligations to pay for goods or services that have been acquired in the
ordinary course of business from suppliers. Accounts payable are classified as current liabilities

if payment is due within one year or less (or in the normal operating cycle of the business if
longer). If not, they are presented as non-current liabilities. !?)Db
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5.15

5.16

517

5.18

Liabilities for creditors and other costs payable are initially recognised at the fair value of the
consideration to be paid in future for goods and / or services, whether or not billed to the
Company and subsequently measured at amortised cost using the effective interest rate method.

Revenue recognition

Revenue shall be recognised when (or as) the entity satisfies a performance obligation by
transferring a promised good or service (i.e. an asset) to a customer. An asset is transferred
when (or as) the customer obtains control of that asset and thus has the ability to direct the use
and obtain the benefits from the good or service.

- Revenue on account of energy is recognised on transmission of electricity to CPPA through
the grid system on monthly basis.

- Non-Project Missed Volume is recognised when these are invoiced when underlying data is
available on monthly basis and the same has been acknowledged by CPPA.

- Income on bank deposits and delayed payment mark-up on amounts due under the Energy
Purchase Agreement is accrued on a time proportion basis by reference to the principal /
amount outstanding and the applicable rate of return.

- Other income are recorded on accrual basis.

Related party transactions

Transactions with related parties are based on the policy that all transactions between the
Company and the related parties are carried out at arm's length. The prices are determined in
accordance with the methods prescribed in the Companies Act, 2017.

Segment reporting

An operating segment is a component of the Company that engages in business activities from
which it may earn revenues and incur expenses including revenues and expenses that relate to
transactions with any of the Company’s other components. All operating segments’ results are
reviewed regularly by the Company’s chief operating decision maker to make decisions about
resources to be allocated to the segment and assess its performance, and for which discrete
financial information is available. The Company has only one reportable segment.

Contingencies

A contingent liability is disclosed when the Company has a possible obligation as a result of
past events, existence of which 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 the
Company has a present legal or constructive 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 reliabilityj’3

DO
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5.19

5.20

Ijarah

Ijarah in which a significant portion of the risks and rewards of ownership are retained by the
lessor / Muj'ir (lessor) are classified as [jarah. Payments made during the period are charged to
the statement of profit or loss on a straight-line basis over the period of the Ijarah. The SECP
has issued directive (vide SRO 431(1)/2007 dated May 22, 2007) that Islamic Financial
Accounting Standard 2 (IFAS-2) shall be followed in preparation of the financial statements by
companies while accounting for Ijarah (Lease) transactions as defined by said Standard. The
Company has adopted the above said standard.

Derivative financial instruments

An embedded derivative is a component of a hybrid contract that also includes a non-derivative
host with the effect that some of the cash flows of the combined instrument vary in a way
similar to a stand-alone derivative.

When the Company becomes a party to a hybrid contract with a host that is not an asset within
the scope of IFRS 9, the Company is required to identify any embedded derivative, assess
whether it is required to be separated from the host contract and, for those that are required to be
separated, measure the derivatives at fair value at initial recognition and subsequently at fair
value through profit or loss.

Embedded derivatives are separated and accounted for as stand-alone derivatives if these are not
‘closely related' to the host contract, that is, if their economic characteristics and risks are
different from those of the rest of the contract. If the embedded derivative cannot be measured
separately either at acquisition or subsequently, the Company designates the entire hybrid
contract as at fair value through profit or loss.

The Company's tariff, like other power companies, comprises of various price components with
indexations falling within the ambit of embedded derivatives. Such embedded derivatives, as
per IFRS 9 "Financial Instruments", need to be separated from the host contract and accounted
for as derivatives if economic characteristics and risks of the embedded derivatives are not
closely related to the host contract.

The SECP, through its S.R.0. 986(1)2019 dated September 2, 2019 (in partial modification of
its previously issued S.R.O. 24/(1)2012 dated January 16, 2012) has allowed companies not to
recognise embedded derivative under IFRS 9 if they have chosen to capitalise exchange
differences as permitted under the notification. Accordingly, the Company has not recognised
embedded derivatives in these financial statements.

However, for the reasons explained in note 7, derivatives embedded in the Power Purchase
Agreement (PPA), have not been separated from the host contract and accordingly have not
been recognised in these financial statements. S5
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5.21

5.22

523

Contract liabilities

Contract liability is the obligation of the Company to transfer goods or services to a customer
for which the Company has received consideration (or an amount of consideration is due) from
the customer. If a customer pays consideration before the Company transfer goods or services to
the customer, a contract liability is recognised when the payment is made or the payment is due
(Whichever is earlier). Contract liabilities are recognised as revenue when the Company
performs under the contract. It also include liabilities arising out of customers' right to claim
amounts from the Company on account of contractual delays in delivery of performance
obligations and incentive on target achievements.

Contract assets

A contract assets represents the Company's right to consideration in exchange for goods that the
Company has transferred to customer that is not yet unconditional. In contrast, a receivable
represents the Company's unconditional right to consideration, i.e. only the passage of time is
required before payment of that consideration is due.

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.

Deferred liabilities

The Company operates an unfunded gratuity scheme covering all permanent employees who
complete prescribed qualifying period of service. The obligation under gratuity scheme is
calculated on the basis of last drawn basic salary and length of service of the employee.

The latest actuarial valuation for the gratuity scheme was carried out as at June 30, 2020.
Projected unit credit method, using the following significant assumptions is used for the
valuation of this scheme:

- Discount rate 8.50 percent per annum (2019: 14.25 percent per annum);

- Expected rate of increase in salary level 7.50% percent per annum (2019: 13.25 percent per
annum); and

- Expected mortality rate as per SLIC (2001-2005) Mortality Table, with one year setback.
Actuarial gains and losses arising from experience adjustinents and changes in actuarial

assumptions are charged or credited to equity in other comprehensive income in the period in
which they arise. Past service costs are recognized immediately in income.
=ttt
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5.24

5.25

5.26

S5.27

5.28

5.29

Foreign currencies

Transactions and balances

Foreign currency transactions are translated into Pak Rupees using the exchange rates prevailing
at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement
of such transactions and from the translation at year-end exchange rates of monetary assets and
liabilities denominated in foreign currencies are recognised in the statement of profit or loss.

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.
Dividend

Dividend distribution to the Company’s members is recognised as a liability in the period in
which the dividends are approved.

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 statement of financial position date and adjusted to reflect the
current best estimate.

Earnings per share

The Company presents basic and diluted earnings per share (EPS) data for its ordinary shares.
Basic EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the
Company by weighted average number of ordinary shares outstanding during the year. Diluted
EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and the
weighted average number of ordinary shares outstanding for the effects of all dilutive potential
ordinary shares.

Use of estimates and judgments

The preparation of financial statements in conformity with the approved accounting standards as

applicable in Pakistan requires management to make judgments, estimates and assumptions that
affect the application of policies and reported amounts of assets and liabilities, income and
expenses. The estimate and associated assumptions are based on historical experience and
various other factors that are believed to be reasonable under the circumstances, the results of
which form the basis of making the judgments about the carrying values of assets and liabilities
that are not readily apparent from other sources. Actual results may differ from these estimart?tzs.
D
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b)

d)

The estimates and underlying assumptions are reviewed on an ongoing basis. A change in
accounting estimate may effect only the current period of the statement of profit or loss or the
statement of profit or loss of both current and future years.

Judgments and estimates made by management in the application of approved accounting
standards that may have significant effect on the financial statements and estimates with a
significant risk of material adjustments in the next years are discussed in the following
paragraphs:

Property, plant and equipment

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

Impairment of assets

The carrying amounts of the Company's assets are reviewed at each balance sheet date to
determine whether there is any indication of impairment loss. If any such indication exists,
recoverable amount is estimated using criteria given in respective accounting standards to
determine the extent of impairment loss, if any.

Taxation

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

Provision for doubiful receivables

The Company uses a provision matrix to calculate ECLs for trade receivables (other than
receivable from Government) and other receivables. The provision matrix is initially based on
the Company’s historical observed default rates. The Company will calibrate the matrix to
adjust the historical credit loss experience with forward-looking information. For instance, if
forecast economic conditions (i.e., gross domestic product) are expected to deteriorate over the
next year which can lead to an increased number of defaults in the manufacturing sector, the
historical default rates are adjusted. At every reporting date, the historical observed default rates
are updated and changes in the forward-looking estimates are analysed.

Provision and contingencies

The Company reviews the status of all pending litigations and claims against the Company.
Based on its judgment and the advice of the legal advisors for the estimated financial outcome,
appropriate disclosure or provision is made. The actual outcome of these litigations and claims
can have an effect on the carrying amounts of the liabilities recognized at the balance sheet date.

Bpo
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g)

Financial instrument

The fair value of the financial instrument that are not traded in an active market is determined
by using valuation techniques based on assumption that are dependent on conditions existing at
the balance sheet.

Defined benefit plan

Certain actuarial assumptions have been adopted by external professional valuer (as disclosed in
note 19.3) for valuation of present value of defined benefit obligations. Any changes in these
assumptions in future years might affect unrecognized gains and losses in those years.

Do
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8.1

8.2

EMBEDDED DERIVATIVES

The Company's tariff, like other power companies, comprises of various price components with
indexations falling within the ambit of embedded derivatives. Such embedded derivatives, as
per IFRS 9 "Financial Instruments"”, need to be separated from the host contract and accounted
for as derivatives if economic characteristics and risks of the embedded derivatives are not
closely related to the host contract.

The SECP, through its S.R.0. 986(1)2019 dated September 2, 2019 (in partial modification of
its previously issued S.R.0. 24/(1)2012 dated January 16, 2012) has allowed companies not to
recognise embedded derivative under IFRS 9 if they have chosen to capitalise exchange
differences as permitted under the notification. Accordingly, the Company has not recognised
embedded derivatives in these financial statements.

The SECP, through its S.R.O. 986(1)2019 dated September 2, 2019 partially modified its
previously issued S.R.O. 24/(1)2012 dated January 16, 2012 and granted exemption to all
companies that have executed their power purchase agreements before January 01, 2019 from
the application of IAS 21 'The Effects of Changes in Foreign Exchange Rates' to the extent of
capitalisation of exchange differences. However, the Company believes that there is no impact
on the Company's Financial Statement as the Company do not have any foreign currency loan.

2020 2019
Note — ~rememeeen (Rupees in 000')--~----ax=
CAPITAL WORK IN PROGRESS
This comprises of:
Plant and machinery

Purchase of SCADA system 8.1 27,559 -
Opening balance - -
Add: Addition during the year 8.2 27,559 -
Less: Transferred to operating fixed assets - -
Closing balance 27,559 -

This represents 90% amount paid to NR Electric Company Limited for the purchase of SCADA
system. This has been subsequently received and installed and transferred to operating fixed

assets.
RIGHT OF USE ASSETS

Land 9.1 896 -
1&Do
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2020

2019

Note  wmemereeee (Rupees in GI0")wmmmmcmne

The following is the statement of right of use assets:

9.1 Land

Year ended June 30, 2020
Net carrying value basis
Opening net book valte ,

Reclassified from long term prepayments 945

Addition (at cost) -

Depreciation charge (50)
Closing net book value 896

Gross carrying value basis

Cost 1,250

Accumulated depreciation (354)

Net book value 896
Depreciation rate % per annum 4%

9.2  The land has been obtained on lease from the Government of the Punjab for 25 years. Lease
hold land of the Company is located at Quaid -e-Azam Solar Park Bahawalpur with an area of
500 acres of land situated in Cholistan Development Authority, Government of the Punjab,
District Bahawalpur. The Company has established Solar Power Project of 100 MW at said

land.

10 INTANGIBLE ASSETS

Cost
Balance as at July 01, 2,486 2,390
Additions for the year 67 96
Balance as at June 30, 2,553 2,486
Amortization
Balance as at July 01, 1,699 1,219
Charge for the year 10.1 480 480
Balance as at June 30, 2,179 1,699
Carrying value 374 787
Amortization rate per annum ( % ) 20% 20%

10.1  This represents computer software and li