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AUDITORS’ REPORT TO THE MEMBERS

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

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

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

(a) as stated in note 15.2 of the accompanying financial statements, trade debts include an amount
of Rs, 9,444 million receivable from the Government of Azad Jammu and Kashmir (AJK) against
supply of electricity and delayed payment surcharge. There is a dispute between the Company
and Government of AJK over tariff rates as explained fully in the above referred note and hence
the Government of AJK has not acknowledged the amount payable to the Company.
Management is of the view that the matter is under consideration of Ministry of Water and
Power. Resultantly, we are unable to determine the amount that is likely to be recovered and
the period over which such recovery will be made;

(b) in our opinion, except for the possible effects of the matter described in paragraph (a)
above, proper books of account have been kept by the Company as required by the
Companies Ordinance, 1984;

(c) in our opinion:

(1)  except for the possible effects of the matter described in paragraph (a) above, the
balance sheet and profit and loss account together with the notes thereon have
been drawn up in conformity with the Companies Ordinance, 1984 and are in
agreement with the books of account and are further in accordance with
accounting policies consistently applied;

(ii) the expenditure incurred during the year was for the purpose of Company’s
business; and
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(iii) the business conducted, investments made and the expenditure incurred during
the year were in accordance with the objects of the Company;

{d) in our opinion and to the best of our information and according to the explanations given
to us, except for the possible effects of the matter described in paragraph (a) above, if
any, the balance sheet, profit and loss account, cash flow statement and statement -of
changes in equity together with the notes forming parts thereof conform with the
approved accounting standards as applicable in Pakistan, and give the information
required by the Companies Ordinance, 1984, in the manner so required and, respectively
give a true and fair view of the state of the Company’s affairs as at June 30, 2017 and of
the profit, its comprehensive income, its cash flows and changes in equity for the year
then ended; and

(e) in our opinion no Zakat deductible at source under the Zakat and Ushr Ordinance; 1980
(XVIII of 1980).

We draw attention to contents of following notes to the financial statements:

a. note 11.2 of the accompanying financial statements, the uitimate outcome of the
contingencies disclosed in the above referred note cannot be presently determined, and,
hence pending the resolution thereof, no provision for the same in the accompanying
financial statements have been made.

b. note 17.2 of the accompanying financial statements that the receivable has not been

confirmed by federal government and no provision has been created in the financial
statements.

Detoitte }émf A LN

Chartered Accountant

Engagement Partner:
Rana M. Usman Khan

Dated: October 07, 2017
Lahore

Merpber of .
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Gujranwala Electric Power Company Limited
Balance Sheet
As at June 30, 2017

Equity and liabilities
Share capital and reserves
Authorized share capital

5,000,000,000 (2016: 5,000,000,000) ordinary
shares of Rs. 10 each

Issued, subscribed and paid up share capital
Accumulated (losses) /Unappropriated profits
Deposit for issuance of shares

Non-current liabilities

Deferred credit

Long term financing - secured
Deferred liabilities

Security deposits

Current liabilities

Trade and other payables
Interest accrued on long term financing
Current portion of long term financing

Contingencies and commitments

Note

AT TS - N

10

11

2017 2016

Rupees Rupees
50,900,000,000 50,000,000,000
10,000 10,000
(2,626,051,699) 448,638,403
18,942,544,149 20,058,408,675
16,316,502,450 20,507,057,078
© 15,922,008,097 15,164,624,006
7,638,159,842 7,033,110,193
54,683,344,709 40,316,277,532
4,463,020,728 3,986,666,211
82,706,533,376 66,500,677,942
11,002,266,668 12,977,855,497
1,795,325,055 1,149,164,995
954,764,307 631,114,142
13,752,356,030 14,758,134,634
112,775,391,856 101,765,869,654

The annexed notes from 1 to 36 form an integral part of these financial statements,
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Gujranwala Electric Power Company Limited

Balance Sheet
As at June 30, 2017

Non-current assets

Property, plant and equipment
Long term loans - considered good

Current assets

Stores and spares

Trade debts

Short term loans and advances
Interest receivable - accrued
Other receivables

Short term investments

Cash and bank balances

Note

12
13

14
15
16

17
18
19

2017 2016
Rupees Rupees

44,515,797,566 41,523,877,502
548,117,518 491,143,816
45,063,915,084 42,015,026,318
1,070,796,319 895,135,280
18,810,788,546 14,902,461,919
175,569,583 212,508,663
41,260,834 25,984,039
44,391,571,439 41,727,640,911
1,244,734,027 584,000,000
1,976,756,024 1,403,112,524
67,711,476,772 59,750,843,336

112,775,391,856

101,765,869,654

The annexed notes from 1 to 36 form an integral part of these financial statements,

Y

Chief Bxecutive Officer
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Gujranwala Electric Power Company Limited
Profit and Loss Account
For the year ended June 30, 2017

Sale of electricity - net
Subsidy from Government of Pakistan
on sale of electricity

Cost of electricity
Gross profit
Amortization of deferred credit

Operating costs
Distribution expenses
Administrative expenses

Operating profit
Other income

Finance cost

Profit before taxation
Taxation

Profit after taxation

The annexed notes from 1 to 36 form an integral part of these financial staterents.

xecutive Officer

2017 2016

Note Rupees Rupees
20 82,647,114,979 74,478,737,279
21 26,318,403,406 23,418,682,803
108,965,518,385 97,897,420,082
22 (86,611,792,458) (73,422,833,572)
22,353,725,927 24,474,586,510
6 771,950,359 714,081,048
23,125,676,286 25,188,667,558
23 (12,033,997,909) (11,737,970,750)
24 {3,026,025,158) (3,099,382,481)
(15,060,023,067) (14,837,353,231)
8,065,653,219 10,351,314,327
25 503,159,785 721,174,943
8,568,813,004 11,072,489,270
26 (1,074,723,955) (860,785,835)
7,494,089,049 10,211,703,435
28 {1,988,190) (12,683,574)
7,492,100,859 10,199,019,861

ik
-
7>
Director
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Gujranwala Eleciric Power Company Limited
Statement of Comprehensive Income
For the year ended June 30, 2017

2017 2016
Rupees Rupees
Profit after tax for the year 7,492,100,859 10,199,019,861
Other comprehensive income:
Items that will not be reclassified subsequently to profit or loss
- Remeasurement of post retirement benefits obligations {10,566,790,961) (8,104,587,720)
Total comprehensive income for the year (3,074,690,102) 2,094,432,141

The annexed notes from 1 to 36 form an integral part of these financial statements.

piX
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Gujranwala Electric Power Company Limited
Statement of Changes in Equity
For the year ended June 309, 2017

Share Agccumulated Deposit for

e capital (losses) / profits issuance of shares ——
Rupees
Balance as at June 30, 2015 10,000 (1,645,793,738) 20,058,408,675 18,412,624,937
Profit for the year - 10,199,019,861 - 10,199,019,361
Other comprehensive income - (8,104,587,720) - (8,104,587,720)
Total comprehensive income for the year - 2,094,432,141 - 2,094,432,141
Balance as at June 30, 2016 10,000 448,638,403 20,058,408,675 20,507,057,078
Profit for the year - . 7,492,100,859 - 7,492,100,859
Other comprehensive income - (10,566,790,961) - (10,566,790,961)
Transaction with owners 34 - - (1,115,864,526) (1,115,864,526)
Total comprehensive income for the year - (3,074,690,102) (1,115,864,526) (4,190,554,628)
Balance as at June 30, 2017 10,000 (2,626,051,699) 18,942,544,149 16,316,502,450

The annexed notes from I to 36 form an integral part of these financial statements.

P

ecutive Officer
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Gujranwala Electric Power Company Limited
Cash Flow Statement
For the year ended June 30, 2017

Note
A. Cash flows from operating activities

Cash generated from operations 29
Security deposits received - net

Receipts against deposit works - net

Post employment benefits paid

Finance cost paid

Taxes paid

Net cash generated from operating activities

B. Cash flows from investing activities

Addition to property, plant and equipment - net
Proceeds from sale of property, plant and equipment
Long term loans - net
Short term investments - net
Interest income received
Net cash used in investing activities

C. Cash flows from financing activities

Proceeds from long term financing - net
Net cash generated from financing activities

Net increase in cash and cash equivalents (A+B+C)
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year 19

Non-cash financing activity 30

The annexed notes from 1 to 36 form an integral part of these financial statements.

oy

Chj xecutive Officer
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2017 2016
Rupees Rupees
4,123,105,362 4,583,741,884
476,354,517 464,802,965
419,368,151 (31,121,806)
(1,952,707,296) (1,521,567,919)
(22,243,235) (100,242,064)
(1,988,190) (12,683,574)
3,041,889,309 3,382,929,486
(2,774,908,991) (2,892,093,669)
21,589,109 36,473,886
(56,968,702) (65,567,599)
(660,734,027) (429,000,000)
74,076,988 28,653,426
(3,396,945,623) (3,321,533,956)
928,699,814 462,456,750
928,699,814 462,456,750
573,643,500 523,852,280
1,403,112,524 879,260,244
1,976,756,024 1,403,112,524
D
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Gujranwala Electric Power Company Limited
Notes to the Financial Statements
For the year ended June 30, 2017

1 The Company and its operations

1.1 Gujranwala Electric Power Company Limited (the Company) is a public limited company incorporated in
Pakistan under Companies Ordinance, 1984. The Company was established to take over all properties, rights,
assets, obligations and liabilities of Gujranwala Area Electricity Board owned by Water and Power
Development Authority (WAPDA), and such other assets and liabilities as agreed. The Company was
incorporated on April 02, 1998 and commenced commercial operations on July 01, 1998. The principal
activity of the Company is the distribution of electricity within defined geographical territory.

1.2 The Company took over certain properties, assets, rights, obligations and liabilities relating to distribution of
electricity from Pakistan Water and Power Development Authority (WAPDA) under Business Transfer
Agreement (BTA) dated June 29, 1998, The details of assets, labilities and related matters as provided under
clause 1.1 of the BTA were finalized with WAPDA through a Supplementary Business Transfer Agreement
(SBTA).

1.3 Council of Common Interest (CCI) in its meeting held on September 12, 1993 approved the privatization of
thermal power generation units (GENCOs) and power distribution companies (DISCOs) in a phased program.
Cabinet Committee on Privatization (CCOP) in its meeting held on February 17, 2009 approved privatization
of certain GENCOs and DISCOs, and this decision was ratified by Federal Cabinet in its meeting, held on
January 06, 2010. President and Prime Minister of Pakistan also approved privatization of GENCOs and
DISCOs including the Company during a presentation given to them by Ministry of Privatization on November
22, 2010. Decision of President and Prime Minister has also been subsequently ratified by the Council of
Common Interest (CCI) during its meeting held on April 28, 2011.

2 Basis of preparation

2.1 Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as -
applicable in Pakistan. Approved accounting standards comprise of such International Financial Reporting
Standards (IFRSs) issued by the International Accounting Standards Board as are notified under the provisions
of the Companies Ordinance, 1984. Wherever, the requirements of the Companies Ordinance, 1984 or
directives issued under the Companies Ordinance, 1984 differ, the provision or directives of the Conipanies

Ordinance, 1984 shall prevail.

During the year, the Companies Act, 2017 was enacted on May 30, 2017 and came into force at once.
Subsequently, Securities and Exchange Commission of Pakistan has notified through Circular No. 23 of 2017
that companies whose financial year closes on or before December 31, 2017 shall prepare their financial
statements in accordance with the provisions of the repealed Companies Ordinance, 1984. Therefore, these
financial statements have been prepared under the Companies Ordinance 1984.
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2.2 New accounting standards /amendments and IFRS interpretations that are effective for the year ended June 30,
2017

The following standards, amendments and interpretations are effective for the year ended June 30, 2017. These
standards, interpretations and the amendments are either not relevant to the Company's operations or are not expected to
have significant impact on the Company's financial statements other than certain additional disclosures.

Effective date (annual
periods beginning on or after)

Amendments to IFRS 10 ‘'Consolidated Financial Statements', IFRS 12

Disclosure of Interests in Other Entities' and TAS 28 'Investments in January 01, 2016
Associates and Joint Ventures' - Investment Entities: Applying the ’
consolidation exception

fﬁmendm.en‘.ts .to IFRS 1.1 Joint Atrangements' - Accounting for acquisitions of January 01, 2016
Interests in joint operations

{\{n.en_dments to IAS 1 Presentation of Financial Statements' - Disclosure Yanary 01, 2016
Initiative

Amendments to IAS 16 Property Plant and Equipment’ and IAS 38 'Intangible Jan 01. 2016
Assets' - Clarification of acceptable methods of depreciation and amortization Y
'Ame.ndmen‘fs to IAS 16 Property Plant and Equipment’ and IAS 41 January 01, 2016
Agriculture’ - Measurement of bearer plants

Amendments to JAS 27 'Separate Financial Statements' - Equity method in January 01, 2016

separate financial statements

Certain annual improvements have also been made to a number of IFRSs.

2.3 New accounting standards / amendments and IFRS interpretations that are not yet effective

The following standards, amendments and interpretations are only effective for accounting periods, beginning on or
after the date mentioned against each of them. These standards, interpretations and the amendments are either. not
relevant to the Company's operations or are not expected to have significant impact on the Company's financial
statements other than certain additional disclosures:

Effective date (annual
periods beginning on or after)

Amendments to IFRS 2 'Share-based Payment' - Clarification on the

. 1,2018
classification and measurement of share-based payment transactions January

Amendments to JFRS 10 'Consolidated Financial Statements' and IAS 28 Effective date is deferred
'Investments in Associates and Joint Ventures' - Sale or contribution of assets indefinitely. Earlier adoption is

between an investor and its associate or joint venture permitted.
Amendments to IAS 7 'Statement of Cash Flows' - Amendments as a result of

. e January 1, 2017
the disclosure initiative
Amendments to IAS 12 Tncome Taxes' - Recognition of deferred tax assets for January 1, 2017

unrealized losses
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Effective date (annual
periods beginning on or after) -

Amendments to IAS 40 Investment Property”: Clarification on transfers of January 01, 2018. Earlier
property to or from investment property application is permitted.

IFRIC 22 'Foreign Currency Transactions and Advance Consideration':
Provides guidance on transactions where consideration against non-monetary Janu?ry 91’ .2018' E.ar Lier
application is permitted.
prepaid asset / deferred income is denominated in foreign currency.
IFRIC 23 "Uncertainty over Income Tax Treatments'": Clarifies the accounting
treatment in relation to determination of taxable profit (tax loss), tax bases,
. . ) January 1, 2019
unused tax losses, unused tax credits and tax rates, when there is uncertainty
over income tax treatments under IAS 12 'Income Taxes'.

Certain annual improvements have also been made to a number of IFRSs.

Other than the aforesaid standards, interpretations and amendments, the International Accounting Standards Board
(IASB) has also issued the following standards which have not been adopted locally by the Securities and Exchange

Commission of Pakistan:

- IFRS 1 —First Time Adoption of International Financial Reporting Standards
- IFRS ¢ —Financial Instruments

- IFRS 14 — Regulatory Deferral Accounts

- IFRS 15 —Revenue from Contracts with Customers

- IFRS 16 — Leases

- IFRS 17 — Insurance Contracts

Summary of significant accounting policies

3.1

3.2

33

Basis of measurement

These financial statements have been prepared under the historical cost convention, except to the extent of
recognition of certain employee benefits at present value and financial instruments carried at fair value.
Functional and presentation currency

The financial statements have been prepared using functional and presentation currency of Pakistan i.e. Pak
Rupees. All financial information presented in Pakistan Rupees has been rounded to the nearest rupee unless
Use of judgments and estimates

The preparation of financial statements in conformity with the approved accounting standards requires the tise of
certain critical accounting estimates. It also requires the management to exercise its judgment in the process of
applying the Company's accounting policies. Estimates and judgments are continually evaluated and are based
on historical experience, including expectation of future events that are believed to be reasonable under the
circumstances. The areas where various assumptions and estimates are significant to the Company's ﬁnanciaf

statements or where judgments were exercised in application of accounting policies are as follows:

Note
- Employee retirement benefits 35
- Depreciation method, residual values
. . 3.6
and useful lives of depreciable assets
- Provisions and contingencies 3.10
- Taxation 3.13
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34

3.5

3.6

Deferred credit
As the Company has applied IFRIC 18, as a result of which amounts received from consumers and the

Government as contributions towards the cost of extension of distribution network and of providing service
connections are deferred for amortization over the estimated useful lives. of related assets except for separately.

identifiable services in which case revenue is recognized upfront upon establishing a connection network.

Employee retirement benefits
The main features of the schemes operated by the Company for its employees are as follows:

Defined benefit plans

The Company operates unfunded pension, post retirement free electricity and medical benefits schemes for all its
permanent employees. Provisions are made in accordance with the actuarial recommendations. The latest valuation
was carried out as at June 30, 2017. The future contribution rates of these plans include allowances for deficit and
surplus. Projected Unit Credit Method with the following significant assumptions is used for valuation of these

schemes:

2017
s Pension and leave
electricity Free medical benefits
encashment benefits
benefits
Expected rate for discounting liabilities 9.25% 9.25% 9.25%
Expected rate for increase in electricity cost 7.25%
Expected rate for increase in medical cost 8.25%
Expected increase in pensionable pay 8.25%
Pension index rate 2.50%
Exposure inflation rate 9.25%
2016
s Pension and leave
electricity Free medical benefits .
encashment benefits
benefits
Expected rate for discounting liabilities 9.00% 9.00% 9.00%
Expected rate for increase in electricity cost 7.00%
Expected rate for increase in medical cost 7.00%
Expected increase in pensionable pay 7.00%
Pension index rate 2.00%
7.00%

Exposure inflation rate

Accumulating compensated absences

The employees of the Company are entitled to accumulating compensated absences, which are encashable at the
time of retirement up to a maximum limit of 365 days. Provisions are made in accordance with the actuarial

recommendations. The latest valuation was carried out as at June 30, 2017.

QOther benefits
For General Provident Fund and WAPDA Welfare Fund, the Company makes deduction from salaries of the

employees and remits these amounts to the funds established by WAPDA.
Property, plant and equipment

a) Cost
Operating fixed assets are stated at cost, excluding the costs of day to day servicing, less accumulated

depreciation and accumulated impairment losses, if any. Such cost includes the cost of replacing the part of
such assets when that cost is incurred and if the recognition criteria are met. Freehold land is stated at cost.
Capital work-in-progress is stated at cost plus applicable overheads.
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3.7

3.8

3.9

3.10

311

3.12

Subsequent costs are included in the asset's carrying amount or recognized as 2 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 profit and loss account during the year in which they are incurred.

b)  Depreciation
Depreciation on property, plant and equipment is charged to profit and loss account on straight line method
s0 as to write off the carrying amount of an asset over its estimated remaining useful life at the rates given in
note 12.1. Depreciation charge commences from the month in which asset is available for use and no
depreciation in the month of disposal.
The assets’ residual values, useful lives and methods are reviewed, and adjusted if appropriate, at each
financial year end.

¢}  Derecognition :
An item of property, plant and equipment is derecognized upon disposal or when no future economic
benefits are expected from its use or disposal. Any gain or loss arising on derecognition of the asset
(calculated as the difference between the net disposal proceeds and carrying amount of the asset} is included
in the profit and loss account in the year the asset is derecognized,

d) 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. If such indication exists, the recoverable amount of such asset is”
estimated. An impairment loss is recognized wherever the carrying amount of the asset exceeds its
recoverable amount. Impairment losses are recognized in profit and loss account. A previously recognized
impairment loss is reversed only if there has been a change in the estimates used to determine the asset's
recoverable amount since the last impairment loss was recognized.

Stores and spares
These are valued at lower of fortnightly weighted average cost and net realizable value. Provision is made for
obsolete items. Furthermore 100% provision is created for the items of stores and spares which are slow moving

and older than 12 months,

Trade debts

Trade debts are carried at original billed value less an estimate for provision for doubtful debts, 100% provision for
doubtful debts, for private consumers, is made which are more than one year old, however, no provision is made
for amount due from federal and provincial government consumers.

Trade and other payables

Liabilities for-trade and other amounts payable are initially recognized at fair value which is normally the
transaction cost.

Provisions and contingencies

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

Investments - Held to maturity .
Investments with fixed maturity that the management has intent and ability to hold to maturity are classified as held
to maturity and are initially measured at fair value and at subsequent reporting dates measured at amortized cost
using the effective interest method.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get ready for their intended use or sale, are added to the
cost of those assets, until such time as the assets are substantially ready for their intended use or sale. All other

borrowing costs are charged to profit and loss account whenever incurred.
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3.13

3.14

3.15

Taxation
Current

Provision for current tax is based on taxable income for the year determined in accordance with the prevailing law
for taxation of income. The charge for current tax is calculated using prevailing current tax rates or tax rates after
taking into account rebates and tax credits, if any, expected to apply to the profit for the year, if enacted or
minimum tax at the rate of 1 percent of the turnover, whichever is higher, in accordance with appli¢able tax
regulations. The charge for current tax also includes adjustments, where considered necessary, to provision for tax
made in previous years arising from assessments framed during the year for such years.

Deferred

Deferred tax is accounted for all timing differences between carrying amounts of assets and liabilities in the
financial statements and their tax base. Deferred tax liabilities are recognized for all taxable temporary differences.
The Company recognizes deferred tax assets on all deductible temporary differences to the extent it is probable
that future taxable profits will be available against which these deductible temporary differences can be utilized.
Deferred tax asset is also recognized for the carry forward of unused tax losses and unused tax credits to the extent
it is probable that future taxable profits will be available against which the unused tax losses and unused tax credits
can be utilized. Deferred tax is charged to/credited in the profit and loss account except in case of items credited or
charged to equity in which case it is included in equity.

The carrying amount of all deferred tax assets is reviewed at each balance sheet date and adjusted to the
appropriate extent if it is no longer probable that sufficient taxable profits will be available to allow all or part of
the deferred tax assets to be utilized.

Revenue recognition

Revenue is recognized to the extent it is probable that the economic benefits will flow to the Company and revenue

can be measured reliable. The specific accounting policies are: )

a)  Revenue from electricity sales is recognized on the basis of electricity supplied to consumers at rates
determined by NEPRA and notified by GOP which may be less than as determined by NEPRA.

b)  Tariff differential subsidy is recognized in the relevant period on the basis of rates notified by NEPRA, on
accrual basis up to the date of approval of financial statements by the Board of Directors of the Company.

¢)  Meter and service rentals are recognized on time proportionate basis.

d)  Fuel price adjustment is recognized on the basis of rates notified by NEPRA on accrual basis, -

e)  Gain or loss on installation of new connections / deposit works is recognized up to 10% variation between:
receipts against deposit works and actual expenditures incurred on the project.

f)  Commission on collection of PTV fee and electricity duty is recognized on the basis of actual billing
collections from consumers.

g)  Interest on bank deposits is recognized on time proportionate basis.

h)  Profit on investments is recognized on the basis of effective yield.

D) Revenue from sale of scrap is recognized on dispatch of goods.

J)  Deferred credit against consumers’ contributions is released to profit and loss account over the expected
useful life of the asset underlying the contribution except for separately indefinable services in which case
revenue is recognized upfront upon establishing a connection network. (Also refer note 3.4).

k)  All other miscellaneous incomes are recognized on actual receipt basis,

Cash and cash equivalents '
Cash and cash equivalents comprise cash in hand, cash at banks on current and deposit accounts and other short

term highly liquid instruments that are readily convertible into known amounts of cash and which are subject to an
insignificant risk of changes in value,

Page 15 of 78



3.16

3.17

3.18

Financial instruments

Financial instruments comprise long term loans, trade debts, loans and receivables, cash and bank balances, long
term financings and trade and other payables. Financial assets and labilities are recognized at fair value at the time
the Company becomes a party to the contractual provisions of the instruments. Financial assets are derecognized
when the Company loses control of the contractual rights that comprise the financial asset. The Company loses
such control if it realizes the rights to benefits specified in contract, the rights expire or the Company surrenders
those rights. Financial liabilities are derecognized when the obligation specified in the contract is discharged,
cancelled or expired. Any gain or loss on subsequent measurement and derecognition is charged to the profit and
loss account currently. Financial assets and liabilities are offset when the Company has a legally enforceable right
to offset and intends to settle either on a net basis or to realize the asset and settle the liability simultaneously.

Foreign currencies

The financial statements are presented in Pak Rupees, which is the Company's functional currency. Transactions iri
foreign currency during the year are initially recorded in the functional currency at the rate prevailing at the date of
transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated at functional
currency rate of exchange prevailing at the balance sheet date. All differences are taken to the profit and loss

account.
Off-setting of financial assets and financial liabilities

Financial assets and liabilities are off set 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.

2017 2016
Note Rupees Rupees
Issued, subscribed and paid ap share capital
1,000 (2016: 1,000) ordinary shares of Rs. 10 each 4.1 10,000 10,000
4.1  Shares are held by the President of Pakistan and his nominees.
Deposit for issuance of shares
Incorporation expenses incurred by WAPDA 5,042,775 5,042,775
Allocation of net worth 5.1 138,102,633 138,102,633
Allocation of debt services liability 3.2 1,541,250,111 1,541,250,111
Against transfer of assets 53 1,334,241,282 1,334,241,282
Govt. of Pakistan equity/investment 54 15,923,907,348 17,039,771,874
18,942,544,149 20,058,408,675
5.1  This represents net worth of the Company against which the Company will issue shares to WAPDA pursuant to the
Supplementary Business Transfer Agreement (SBTA).
3.2 This represents the debt services provided by WAPDA on foreign re-lent and cash development loans against
which the Company will issue shares to WAPDA.
5.3 This represents the reallocation of loans against assets constructed by National Transmission and Dispatch

Company Limited (NTDCL) and transferred to the Company during July 01, 2002 to June 30, 2006 through
WAPDA.
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5.4

This amount includes Rs. 17.04 billion on account of credit notes issued by Central Power Purchasing Agency-
Guaranteed Limited (CPPA-G) against the clearance of circular debt by the Government of Pakistari (GOP). The
Finance Division of GOP vide its letter No F.1(5) CF-1/2012-13/1017 dated July 02, 2013 had transferred Rs.
341.96 billion in Pakistan Electric Power Company's (PEPCO) account through State Bank of Pakistan on June 27,
2013 for settlement of power sector circular debt. PEPCO on the basis of above letter allocated Rs. 17.04 billion to
the Company against which CPPA-G issued a credit advice to the Company being the adjustment on account of
GOP's equity/investment against settlement of power sector circular debt. Finance Division, GOP vide its letter No.
F.1(4)-CF.1/2015-16/443 dated April 28, 2016 instructed PEPCO to adjust the Tarrif Differential Subsidy (TDS)
receivable of respective distribution companies against GOP Equity/Share deposit money. Accordingly, CPPA-G
had issued a credit note to the Company adjusting TDS receiavble of Rs. 1.11 billion against Govt. of Pakistan-
Share Deposit Money.

2017 2016
Note Rupees Rupees

Deferred credit
Contribution
Opening balance 21,310,599,294 19,735,134,963
Additions during the year 6.1 1,529,334,450 1,575,464,331

22.839,933,744 21,310,599,294
Less: Amortization
Opening balance 6,145,975,288 5,431,894,240
Amortized during the year 771,950,359 714,081,048

6,917,925,647 6,145,975,288

15,922,008,097 15,164,624,006
6.1 This represents the capital contribution received from the consumers and Government against which assets
are constructed by the Company.

2017 2016
Note Rupees Rupees

Long term financing - secured
From banking companies and other financial institutions
The Bank of Punjab - Demand Finance 71 99,900,000 199,800,000
Asian Development Bank - Re-lent by GOP 7.2 4,946,596,481 3,917,996,667
Export Import Bank of Korea - Re-lent by GOP 73 3,546,427,668 3,546,427,668

8,592,924,149 7,664,224.335
Less: Current maturity 954,764,307 631,114,142

7,638,159,842 7,033,110,193 -

7.1

7.2

This represents the demand finance facility sanctioned by the Bank of Punjab (BOP) for rehabilitation, upgradationi
and expansion of existing network against a sanctioned limit of Rs. 999 million. The facility is repayable in twenty
half yearly instaliments with a grace period of two years and is secured by way of hypothecation of project assets
up to Rs. 1,332 million, exclusive charge over book debts/receivables of the project, letter of right of set-off and
demand promissory note of Rs. 2,315 million in favor of BOP. This carries interest on average 6 months KIBOR

plus 145 BPS to be paid on half yearly basis.

2017 2016
Note Rupees Rupees

Asian Development Bank - Re-lent by GOP
- Tranche - 1 7.2.1 551,097,916 551,097,916
- Tranche - 2 7.2.2 3,085,841,004 2,675,539,301-
- Tranche - 3 7.2.3 416,059,062 110,896,667 |
- Tranche - 4 7.24 893,598,499 580,462,783

4,946,596,481 3,917,996,667
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7.2.1

7.2.2

7.2.3

7.2.4

This represents re-lent portion of term finance facility — Tranche 1 obtained by GOP from Asian Development
Bank (ADB) for power distribution and enhancement project which is secured against the guarantee by GOP.
Pursuant to the letter referenced 6(9)ADB-4086 dated March 30, 2009 of Ministry of Economic Affairs and
Statistics, out of the total facility obtained by the GOP, US$ 11.37 million were allocated to the Company.
Company has drawn down US$ 8.96 million (PKR 775.40 million). The facility carries interest at the rate of 17%
per annum including the interest at the rate of 11% and exchange risk cover at the rate of 6% per annum payable
on half yearly basis. The repayment is to be made within maximum period of 15 years including a grace period of
2 years, whereas the first installment of the loan was due on February 15, 2011. Loan is repayable to GOP on the
advice of Debt Management Wing of Economic Affairs Division of Pakistan. This project has been closed by ADB
with effect from December 31, 2012 due to inability of the Company to utilize full amount of loan within given

time.

This represents re-lent portion of term finance facility — Tranche 2 obtained by the GOP from Asian Development?
Bank (ADB) for power distribution and enhancement project which is secured against the guarantee by GOP.;
Pursuant to the letter number 1(3)ADB-11/06-A dated March 31, 2011 of Ministry of Economic Affairs and§
Statistics, out of the total facility obtained by the GOP, US$ 48.55 million were allocated to the Company. The:
Company has drawn down US$ 29.80 million (PKR3,085 million) [2016:US$ 27.14 million (PKR 2,675
million)]. The facility carries interest at the rate of 15% per annum including interest at the rate of 8.2% and
exchange risk cover at the rate of 6.8% per annum payable on half yearly basis. The loan is repayable to the GOP
on the advice of Debt Management Wing of Economic Affairs Division of Pakistan, within a period of 17 years
excluding the grace petiod of 3 years, which has ended on May 30, 2014. However, repayment schedule in this-
respect has not yet been finalized. h

This represents re-lent portion of term finance facility — Tranche 3 obtained by the GOP from Asian Development
Bank (ADB) for power distribution and enhancement project which is secured against the guarantee by GOP..
Pursuant to the letter number 2(9)ADB-II/12 dated December 31, 2013 of Ministry of Economic Affairs and:
Statistics, out of the total facility obtained by the GOP, US$ 8.89 million were allocated to the Company. The!
Company has drawn down US$ 4.02 million [PKR 416.08 million] [2016: US$ 1.10 million [PKR 110.90°
million]]. The facility carries interest at the rate of 15% per annum including interest at the rate of 8.2% and
exchange risk cover at the rate of 6.8% per annum payable on half yearly basis. The loan is repayable to the GOP
on the advice of Debt Management Wing of Economic Affairs Division of Pakistan, within a period of 20 years
excluding the grace period of 5 years, which will end on May 30, 2018. Repayment schedule in this respect has not
yet been finalized.

This represents re-lent portion of term finance facility — Tranche 4 obtained by the GOP from Asian Development
Bank (ADB) for power distribution and enhancement project which is secured against the guarantee by GOP.
Pursuant to the letter number 2(18)ADB-II/13 dated November 07, 2014 of Ministry of Economic Affairs and
Statistics, out of the total facility obtained by the GOP, US$ 9.49 million were allocated to the Company. The
Company has drawn down US$ 8.63million [PKR 893 million] [2016: US$ 5.633 [PKR 580.462 million]]. The:
facility carries interest at the rate of 15% per annum including interest at the rate of 8.2% and exchange risk cover:
at the rate of 6.8% per annum payable on half yearly basis, The loan is repayable to the GOP on the advice of Debt’
Management Wing of Economic Affairs Division of Pakistan, within a period of 20 years excluding the grace
period of 5 years, which will end on May 30, 2019. Repayment schedule in this respect has not yet been finalized._
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7.3

7.4

7.5

This represents a re-lent portion of term finance facility obtained by GOP from Export Import Bank of Korea for
rural distribution construction, which is secured against the guarantee by GOP. Pursuant to the re-lent agreement
between GOP and the Company, out of total facility of US$ 45 million, US$ 36.16 million (PKR 3,546 million)
[2016: USS$ 36.16 million (PKR 3,546 million)] has been drawn down by the Company. This facility carries interest
rate of 15% inclusive of relending interest of 8.2% plus exchange risk cover fee of 6.8% which shall be charged’
both on principal amount and interest amount separately. Repayments are to be made within maximum period of 30’
years including a grace period of 10 years which will end on August 15, 2019. Repayment schedule in this respect
has not yet been finalized. '

The Central Power Purchasing Agency (CPPA) entered into a Multi-Partite Agreement for financing of Rs. 335
billion (2016: Rs. 335 billion) under agreements executed between Power Holding (Pvt.) Limited “PHPL” and
syndicate Banks for the purpose of funding repayment of liabilities of DISCOs against cost of electricity purchased.
The syndicate financing has been arranged by PHPL and GOP in order to reduce a portion of “Circular Debt” on
mark-up basis. Accordingly the Company has received credit notes aggregating to Rs. 21,534 million (2016: 29,665
million) from the CPPA to recognize this amount as a loan from the payable balance to CPPA. The re-lendingr
agreement between the Company and PHPL is not finalized as of the reporting date and the management of the
Company believes that the Company’s obligation under the arrangement will arise once the relending agreement
between the Company and PHPL is finalized. Accordingly, the loan related liabilities have not been recorded in
these financial statements.

As at June 30, 2017 overdue principal and markup has aggregated to Rs. 602.16 million (2016: Rs. 306.6 mitlion)
and Rs. 1249.5 (2016: Rs. 649.5) million against ADB loans mentioned in note 7.2.1 and 7.2.2 above.
2017 2016
Note Rupees Rupees

Deferred liabilities

Deferred taxation 8.1 -
Employee retirement benefits 8.2 52,499,406,252 38,664,303,245.

Deferred interest payable on long term financing 8.6 2,183,938,457 1,651,974,287...

8.1

8.2

54,683,344,709 40,316,277,532

Deferred taxation
Taxable temporary differences
Accelerated tax depreciation 23,470,232,190 22,200,769,412

Deductible temporary differences

Unused tax [osses (23,470,232,190) (22,200,769,412)
(23,470,232,190) (22,200,769,412)

Based on prudence and considering the trend of Company's future taxable profits, deferred tax asset has not been
recognized in these financial statements. Tax losses available for carry forward and other deductible timing.
differences approximates to Rs. 48,630 million (2016: Rs. 55,035 million) including tax depreciation amounting to.
Rs. 24,892 million (2016: Rs.22,035 million).

2017 2016
Note Rupees Rupees
Employee retirement benefits
Post employment benefits 8.2.1 49,804,075,758 36,880,921,516
Accumulating compensated absences 8.2.1 2,695,330,494 1,783,381,729
52,499,406,252 38,664,303,245
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8.2.1 Employee retirement benefits

Note

These are composed of:

Present value of defined benefit obligation
Fair value of defined benefit plans
Liability recognized in the balance sheet

Movement in net liability

Liability at the beginning of the year

Charge for the year 8.2.2
Benefits paid during the year

Remeasurement loss / (gain) - OCI

Liability at the end of the year

Charge for the year
Current service cost
Interest cost
Remeasurement

Less: Allocation to capital work-in-progress

2017
. Post employment benefits Accumulating
ici T
Medical Free elt.:(':trlclty Pension otal compensated
facility absences
Rupees
8,777,878,442 4,240,336,315 36,785,861,001 49,804,075,758 2,695,330,494
8,777,878,442 4,240,336,315 36,785,861,001 49,804,075,758 2,695,330,494
5,274,641,037 3,871,541,069 27,734,739,411 36,880,921,517 1,783,381,729
566,344,252 406,525,273 3,202,443,302 4,175,312,827 1,045,706,514
(202,723,292) (81,796,447) (1,534,429,808) (1,818,949,547) (133,757,749)
3,139,616,445 44,066,420 7,383,108,096 18,566,790,961 -
8,777,878,442 4,240,336,315 36,785,861,001 49,804,075,758 2,695,330,494
100,749,107 61,767,417 775,366,096 937,882,620 32,346,945
465,595,145 344,757,856 2,427,077,206 3,237,430,207 154,485,257
- - - - 858,874,312
566,344,252 406,525,273 3,202,443,302 4,175,312,827 1,045,706,514
28,207,009 20,247,159 159,499,008 207,953,176 52,081,844
- 538,137,243 386,278,114 3,042,944,294 3,967,359,651 993,624,670
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These are composed of:

Present value of defined benefit obligation
Fair value of defined benefit plans
Liability recognized in the balance sheet

Movement in net liability

Liability at the beginning of the year

Charge for the year

Benefits paid during the year

Pension paid to employees by other DISCOs
Remeasurement-other comprehensive income
Liability at the end of the year

Charge for the year
Current service cost

Interest cost
Past service cost
Remeasurement

Less: Allocation to capital work-in-progress

Note

8.2.2

2016

8.2.2 The charge for the year has been allocated as follows:

Distribution expenses
Administrative expenses
Allocation to capital work-in-progress

Note

23.1
24,1
12.2

Post employment benefits Accumulating
. Free electricity . Total compensated
idedical facility Pension absences
Rupees
5,274,640,437 3,871,541,069 27,734,739,411 36,880,920,917 1,783,381,729
5,274,640,437 3,871,541,069 27,7134,739,411 36,880,920,917 1,783,381,729
2,343,562,470 3,187,047,257 18,960,070,068 24.490,679,795 1,108,129,250
305,404,248 382,669,588 5,030,150,151 5,718,223,987 764,250,413
(179,072,054) (79,812,840) (1,111,773,338) (1,370,658,232) (88,997,934)
- - (61,912,353) (61,912,353) -
2.804,745,773 381,637,064 4,918,204,883 8,104,587,720 -
5,274,640,437 3,871,541,069 27,734,739,411 36,880,920,917 1,783,381,729
68,731,472 52,219,800 503,025,883 623,977,155 21,168,599
236,672,776 330,449,788 1,932,439,257 2,499,561,821 111,681,180
- - 2,594,685,011 2,594,685,011 631,400,634
305,404,248 382,669,588 5,030,150,151 5,718,223,987 764,250,413
(20,804,251) (17,336,876) (270,455,263) (308,596,390) (38,141,127)
284,599,997 365,332,712 4,759,694,888 5,409,627,597 726,109,286
2017 2016
Rupees Rupees
3,968,787,456 4,908,589,504
992,196,865 1,227,147,379
260,035,020 346,737,517
5,221,019,341 6,482,474,400

Page 21 of 78




83

-8.4

8.5

8.6

Sensitivity analysis

Medical:

If the discount rate is 100 basis points higher (lower), the defined benefit obligations would decrease by Rs. 1,608.93
million (increase by Rs. 1,257.13 million)

Free electricity:

If the discount rate is 100 basis points higher (lower), the defined benefit obligations would decrease by Rs. 651.09
million (increase by Rs. 846.38 million)

Pension:

If the discount rate is 100 basis points higher (lower), the defined benefit obligations would decrease by Rs. 4,218.69
million (increase by Rs. 5,224.33 million)

Risks associated with defined benefit plans

Longevity risks:

The risk arises when the actual lifetime of retirees is longer than expectation. This risk is measured at the plan level
over the entire retiree population.

Salary increase risk:

The most common type of retirement benefit is one where the benefit is linked with final salary. The risk arises when
the actual increases are higher than expectation and impact the liability accordingly.

Withdrawal risk:

The risk of actual withdrawals varying with the actuarial assumptions can impose a risk to the benefit obligations.
The movement of the liability can go either way.

On August 14, 2009, the Government of Pakistan (GOP) launched Benazir Employees’ Stock Option Scheme (the
Scheme) for employees of certain State Owned Enterprises (SOEs) and non-State Owned Enterprises where GOP
holds significant investments (non-SOEs). The scheme is applicable to permanent and contractual employees who
were in employment of these entities on the date of launch of the Scheme, subject to completion of five years vesting
period by all contractual employees and by permanent employees in certain instances.

The Scheme provides for a cash payment to employees on retirement or termination based on the price of shares of
respective entities. To administer this scheme, GOP shall transfer 12% of its investment in such SOEs and non-SOEs
to a Trust Fund to be created for the purpose by each of such entities. The eligible employees would be allotted units
by each Trust Fund in proportion to their respective length of service and on retirement or termination such
employees would be entitled to receive such amounts from Trust Funds in exchange for the surrendered units as
would be determined based on market price for listed entities or breakup value for non-listed entities. The shares
relating to the surrendered units would be transferred back to GOP.

The Scheme also provides that 50% of dividend related to shares transferred to the respective Trust Fund would be
distributed amongst the unit-holder employees. The balance 50% dividend would be transferred by the respective
Trust Fund to the Control Revolving Fund managed by the Privatization Commission of Pakistan for Payment to
employees against surrendered units. The deficit, if any, in Trust Funds to meet the pre-purchase commitment would
be met by GOP.

Upto June 30, 2017, no trust fund has been created by the Company.

This relates to the re-lent loan mentioned in note 7.3 of these financial statements. As per re-lent loan agreement the
mark-up is to be deferred till the expiry of grace period i.e. February 2019 after which the mark-up along with
principal will become due. During the year, mark up ABD loans that had been classified in the deferred mark up,
being reclassified from deferred mark up to the accrued mark up on long term financing.

2017 2016
Rupees Rupees
Interest reclassified from deferred to accrued interest 2,183,938,457 98,140,605
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9

10

Security deposits

2017 2016
Note Rupees Rupees
Opening balance as at 01 July 3,986,666,211 3,521,863,246
Addition during the year 476,354,517 464,802,965
Refund to consumers - -
Closing balance as at 30 June 4,463,020,728 3,986,666,211

These represent security deposits received against energy debtors. These are adjustable / refundable on disconnection of

electricity supply.
2017 2016
Note Rupees Rupees

Trade and other payables
Accrued liabilities 92,402,465 101,042,589
Capital contribution awaiting connections 1,211,535,344 999,019,121
Compact Fluorescent Lamps cost payable 10.1 504,213,965 504,213,965
Creditors 1,063,709,151 503,512,979
Due to associated undertakings - unsecured 10.2 1,232,774,415 1,237,185,613
Electricity duty payable 720,359,258 135,392,125
EQ surcharge payable 10.3 1,274,249,595 1,270,214,624
Financing cost surcharge payable 104 728,962,207 4,069,692,902
General sales tax not yet realized 171,579,670 171,588,019
Income tax payable collected on electricity bills 215,605,730 259,271,468
Late Payment Surcharge payable to CPPA - 54,586,222
Neelam Jehlum surcharge payable 165,773,563 241,022,733
Pension payable to associated undertakings 10.5 14,702,217 44,760,906
PTV license fee payable 69,561,143 73,208,240
Receipt against deposit works 1,929,532.897 1,510,164,746
Retention money - contractors 444,888,806 205,952,273
Tariff rationalization surcharge payable 10.6 792,312,460 1,279,381,167
Workers' profit participation fund payable 10.7 270,351,281 270,351,281
Others 99,752,501 47,294,124

11,002,266,668 12,977.855,497

10.1 During the year ended June 30, 2014, the Company has received Compact Fluorescent Lamps (CFLs) from.
Pakistan Electric Power Company (PEPCO) under Clean Development Mechanism Program (CDM) of activities
*‘National CFL Project-Pakistan®’. CFLs cost had been borne by the Company from its distribution margin hence
was recorded as payable, however, no formal arrangement for the payment of this liability to PEFCO has yet been

finalized.
2017 2016
Rupees Rupees
10.2 Due to associated undertakings - unsecured
Faisalabad Electric Supply Company Limited (FESCO) 25,270,308 24,030,278
Lahore Electric Supply Company Limited ( LESCO) 1,088,962,718 1,088,580,988
Multan Electric Power Company Limited ( MEPCO) 3,918,525 3,391,465
Pakistan Electric Power Company Limited (PEPCO) 5,697,038 5,575,826
Peshawar Electric Supply Company Limited (PESCO) 1,155,067 1,120,742
Sukkher Electric Power Company Limited ( SEPCO) 172,307 -
Water and Power Distribution Authority (WAPDA) 107,598,452 114,486,314
1,232,774,415 1,237,185,613
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10.3 Equalization Surcharges (EQ) are levied on all consumers at the rate 0.43 per unit consumed by the consumers of

10.4

10.5

the Company. The equalization surcharge (EQ) payable to Government of Pakistan amounting to Rs. 1,274 million
(2016: Rs. 1,270 million). The amounts have accumulated over the year while no payment has been made in
respect of equalization surcharge.

Financing cost surcharge has also been notified by GOP vide SRO.571 (1) / 2015 dated June 10, 2015, at the rates
mentioned against categories of electricity consumers as specified in schedule of electricity tariff for the
Company. The amount of surcharge is to be kept in escrow account of CPPA for the payment of the financing cost
of various loans obtained to discharge liabilities of power producers against the sovereign guarantees of the GOP.

2017 2016
Rupees Rupees
Pension payable to associated undertakings
Lahore Electric Supply Company Limited (LESCO) 17,882,836
Faisalabad Electric Supply Company Limited (FESCO) 7,799,673
Peshawar Electric Supply Company Limited (PESCO) - 19,078,397
14,702,217 44,760,906
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