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Directors’ Report

We i im financial dited) for the half year ended

31,2020.
Forthe half year, was Rs. 34 ; il tax st
Rs. 11,498 Millon (compared to Rs. 11,727 Millon in period last year) giving an EPS of Rs. 13

(Rs. 13.32inthe corresponding period last year).

During the second quarter, the Power Plant generated 320 GWh of electricty (year to date genaration level 1,99
GWh) ata load factor of 10.8% (year 33.6%) with 0f 96.9% (year
to date overall commercial availability: 97.4%).

the power sector, at the request of the Government of
Pakistan, the Company. iner alia, Signed a Master Agreement and the Third Amendment 1o the Power Purchase

(Third PPA the Paki Water and Power Development Authority (WAPDA)
on February 11, 2021, On Denembev 31, 2020, the overdue receivables from the offtaker amounted to Rs. 104,107
Million. Pursuant the Company will November 30, 2020
intwo (2) The will be 40%; and will be 60% to be paid within six (6)

months after the date of first instaiment.

As at December 31, 2020 the accumulated amount of liquidated damages ckond Company amount to Rs.
27,898 Mi Jjune 30, 2016. ion {under the Third PPA
Amenient Agroement) the pariss wijintly approach the ICC Tribuna fo setie all claims and counter claims by

att Auditor's Report.

The Company, WAPDA and the Central Purchasing Agency (Guarantee) Limited (‘CPPA-G") have executed a
Novation Agreement to transfer the rights, obligations and liabilities of WAPDA under the PPAin favour of CPPA-G as it
isthe market operator.

plan.
The interim cash dividend of Rs. 1.50 per share (of Rs. 10 each Di the Company ir
their October 23 pai , 2020,
The
1 Direct
a) Male: Seven (U]
b) Female: One(1)
2 The composition of the Boardis as follows:
Category Names
Independent Directors ® Mr. Ageel Ahmed Nasir
® Mr. Haflz Muhammad Yousaf
® Mr. Saad igbal
®_Ws. Zunaira Azhar
Executive Director ® M. Aftab Mahmood Butt (Chief Executive]
Non-Executive Directors ® Lt General Muzammil Hussain (Retd)
Mr. Javed Akhtar
® Mr. Naveed Asghar Chaudhry

Committees of the Board:

Audit Committee| ® Mr. Hafiz Muhammad Yousaf (Chairman) @ Mr. Saad Iqbal

® M:. Naveed Asghar Chaudhry ® Mr. Javed Akhtar

HR Commitiee | @ Mr. Ages| Ahmed Nasir (Chairman) © M. Aftab Mahmood Butt
® Mr. Naveed Asghar Chaudhry

LDs Commitles | @ Mr. Aqeel Ahmed Nasir (Chaifman) & Wi, Afiab Mahmood Butt
® Mr. Saad Igbal

® Mr. Naveed Asghar Chaudhry (Chairman) ® Mr. Aftab Mahmood Butt
e Mr. Ageel Ahmed Nasir

Special
Committee
} !! On behalf of the Board

Aftab Mahmood Butt
Chief Executive

Lahore: February 18, 2021

KOT ADDU POWER COMPANY LIMITED 2
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Independent Auditor's Report
to the Members of Kot Addu Power Company Limited
Report on Review of Interim Financial

Introduction

We have reviewed the i interim of financial position of Kot A
Power Company Limited as at December 31, 2020 and the related condensed interim statement
profit or loss, interim of ive income, interim stateme!

of changes in equity, and condensed interim statement of cash flows and notes to the condent:
interim financial statements for the six-month period then ended (here-in- aﬂer referred to as the
“interim financial (B is ible for the and of
these interim financial in with ing and reporting standards as
applicable in Pakistan for interim financial reporting. Our responsibility is to express a conclusion on
these financial statements based on our review. The Irgures of the condensed interim statement of

profitor loss and interim of i for the th nth periods

ended December 31, 2020 and 2019 have not been reviewed, as we are required to review only the
ig for’ ith period ended D¢ 31,2020.

Scope of review

Wi our review in with { Standard on Review Engagements 2410,

“Review of Interim Financial ion F Auditor of the Entity". Areview

of interim financial statements consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review procedures A review is

substantially less in scope than an audit in with on
Auditing does us to obtain thatwe a fall
i sy : 59 e
Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying mlenm ﬁnancaal statements is not prepared in all material respects, in accordance
withthe in Pakistan for interi ial reporting.

Empha: tter

We draw attention to:

a)  Note 2.3 to the interim financial statements, which describes that the Power Purchase
Agreement is due to expire on June 26, 2021. The Company and the Power Purchaser have
signed amendment / extension of the current Power Purchase Agreement for a period of 16
months. The pending requisite approvals from the Shareholders of the Company and relevant
authorities on the said agreement indicates the exi f a material inty that may cast
significant doubt about the Company's ability to continue as a going concern. Our conclusion is
not modified in respect of this matter.

b)  Note 7.1 (v) which that of an Arbitration case between the Company and
Pakistan Water and Power Development Authority (WAPDA) is dependent upon requisite
ofa between the P . Our ion is not modified
inrespect of this matter.
Other Matter

The interim financial statements of the Company for the six-month period ended December 31,2019
and the annual financial statements of the Company for the year ended June 30, 2020 were reviewed

and audited by another firm of Chartered ho vide their reports d February 21, 2020
and 17, 2020 an fi ion and ified opinion thereon
respectively.

Thi it ingin this i auditor's reportis Amer Raza Mir.

v

A.F. Ferguson & Co.
Chartered Accountants
Lahore: February 24, 2021 Name of engagement partner: Amer Raza Mir
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Condensed Interim Statement of Financial Position
as at December 31, 2020 (Un-audited)

Un-audited
December 31,
2020

Note (Rupees in thousand)
EQUITY AND LIABILITIES

CAPITAL AND RESERVES

Authorised capital
3,600,000,000 (June 30, 2020: 3,600,000,000)
ordinary shares of Rs 10 each 36,000,000 36,000,000

Issued, subscribed and paid up capital
880,253,228 (June 30, 2020: 880,253,228)

ordinary shares of Rs 10 each 8,802,532 8,802,532
Capital reserve 444,451 444 451
Unappropriated profit 61,281,140 | | 51,103,528

70,528,123 60,350,511
NON-CURRENT LIABILITIES

Lease liabilities
Deferred liabilities

10,618,267 8,516,900

CURRENT LIABILITIES

Current portion of long term liabilities 20,274 14,288
Finances under mark-up arrangements 5 | 39,146,265| | 44,062,195
Trade and other payables 6 | 19,661,335 | 20,784,614
Unclaimed dividend 822,636 794,671

59,650,510 65,655,768
CONTINGENCIES AND COMMITMENTS 7

140,796,900 134,523,179

The annexed notes 1 to 19 form an integral part of these condensed interim financial statements.

Ml

Aftab Mahmood Butt
Chief Executive Officer

KOT ADDU POWER COMPANY LIMITED 5




Un-audited

December 31, June
2020 2020

Note (Rupees in thousand)

ASSETS

NON-CURRENT ASSETS

Property, plant and equipment 8 3,013,261 4,106,460
Intangible assets 3,580 7,235
Right of use assets 13,403 19,064
Long term loans and deposits 9,894 12,508
3,040,138 4,145,267
CURRENT ASSETS
Stores and spares 3,726,581 3,855,364
Stock-in-trade 6,397,678 2,700,672
Trade debts 9 |118,504,305 | | 119,903,511
Income tax due from government 2,015,965 1,540,711
Loans, advances, deposits, prepayments
and other receivables 10 6,270,132 1,542,408
Cash and bank balances 842,101 835,246

137,756,762 130,377,912

140,796,900 1 23,179

Hafiz Muhammad Yousaf
Director

KOT ADDU POWER COMPANY LIMITED 6




Condensed Interim Statement of Profit or Loss
for the three-month and six-month period ended December 31, 2020 (Un-audited)

Three month ended Six month end
December 31, December 31, December 31,
2020 2019 2020
Note (Rupees in thousand) (Rupees in thousand)
Sales 11 10,676,568 9,103,941 34,076,139 44,469,422
Cost of sales 12 (5,088,619) (4,222,777) (22,685,678) (34,363,914)
Gross profit 5,587,949 4,881,164 11,390,461 10,105,508
Administrative expenses (441,103)  (265,999)  (663,787)  (472,844)
Other income 13 3,044,941 6,968,614 7,099,471 11,335,967
Finance cost (735,330) (2,465,961) (1,628,668) (4,758,030)
Profit before tax 7,456,457 9,117,818 16,197,477 16,210,601
Taxation (2,160,259) (2,424,073) (4,699,485) (4,483,594)
Profit for the period 5,296,198 6,693,745 11,497,992 11,727,007
Earnings per share
- basic and diluted Rupees 6.02 7.60 13.06 13.32

The annexed notes 1 to 19 form an integral part of these condensed interim financial statements.

Ml

Aftab Mahmood Butt M. Rabnawal j Hafiz Muhammad Yousaf
Chief Executive Officer Chief Financi Director

KOT ADDU POWER COMPANY LIMITED 7




C Interim of Comp| Income
for the three-month and six-month period ended December 31, 2020 (Un-audited)

Three month ended Six month en
December 31, December 31, December 31,
2020 19 2020
(Rupees in thousand) (Rupees in thousand)
Profit for the period 5,296,198 6,693,745 11,497,992 11,727,007
- Items that will not be
reclassified to profit or loss = = - -
- ltems that may be
reclassified subsequently
to profit or loss = = = -
Other comprehensive income = ] = -
Total prehensive income
for the period 5,296,198 6,693,745 11,497,992 11,727,007

The annexed notes 1 to 19 form an integral part of these condensed interim financial statements.

Ml

Aftab Mahmood Butt
Chief Executive Officer

Hafiz Muhammad Yousaf
Director

KOT ADDU POWER COMPANY LIMITED 8




Condensed Interim Statement of Cash Flows
for the six-month period ended December 31, 2020 (Un-audited)

Note (Rupees in thousand)

Cash flows from operating activities

Cash generated from operations 15 | 12,419,846 | | 13,729,007
Finance cost paid (3,036,015)| | (6.891,379)
Taxes paid (3,118,156)| | (3,425,091)
Staff retirement benefits paid (41,081) (14,540)
Net cash generated from operating activities 6,224,594 3,397,997

Cash flows from investing activities

Fixed capital expenditure (23,368) (18,290)
Income on bank deposits received 16,956 51,582
Net decrease in long term loans and deposits 2,614 5613
Proceeds from sale of property, plant

and equipment 1,298 4,321
Net cash (used in) / generated from investing activities (2,500) 43,226

Cash flows from financing activities

Repayment of lease liabilities

Dividend paid

Net cash used in financing activities (1,299,309)  (3,197,415)

Net increase in cash and cash equivalents 4,922,785 243,808
during the period

Cash and cash equivalents at beginning of

the period (43,226,949) (52,830,372)
Cash and cash equivalents at end of the period 16 (38,304,164) (52,586,564)

The annexed notes 1 to 19 form an integral part of these condensed interim financial statements.

Ml

Aftab Mahmood Butt M. Rabnaw.
Chief Executive Officer Chief Financi

njum Hafiz Muhammad Yousaf
icer Director

KOT ADDU POWER COMPANY LIMITED 9




Condensed Interim Statement of Changes in Equity
for the six-month period ended December 31, 2020 (Un-audited)

Un-appro-
Share Capital priated
capital reserve profit

(Rupees in thousand)
Balance as at June 30, 2019

Audited 8,802,532 444,451 31,914,164 41,161,147

Total comprehensive income for
the period

Profit for the period = - | [11,727,007 | |11,727,007
Other comprehensive income for
the period - - - -

- - 11,727,007 11,727,007

Transactions with owners:

Final dividend for the year ended
June 30, 2019 - Rs 3.00 per share : - (2,640,760) (2,640,760)

Balance as at December 31, 2019
Un-audited 8,802,532 444,451 41,000,411 50,247,394

Balance as at June 30, 2020
Audited 8,802,532 444,451 51,103,528 60,350,511

Total comprehensive income for
the period

Profit for the period - - | [11,497,992 | 11,497,992
Other comprehensive income for

the period - - -
- - 11,497,992 11,497,992

Transactions with owners:

Interim dividend for the year ended - - (1,320,380) (1,320,380)
June 30, 2021 - Rs 1.50 per share

Balance as at December 31, 2020
Un-audited 8,802,532 444,451 61,281,140 70,528,123

The annexed notes 1 to 19 form an integral part of these condensed interim financial statements.

.y

Aftab Mahmood Butt M. Rabnaw.
Chief Executive Officer Chief Financi

njum Hafiz Muhammad Yousaf
icer Director

KOT ADDU POWER COMPANY LIMITED 10




Notes to the Condensed Interim Financial Statements
for the six-month period ended December 31, 2020 (Un-audited)

1

KOT ADDU POWER COMPANY LIMITED 1

Legal status and nature of business

Kot Addu Power Company Limited (the Company or KAPCO), was incorporated
Pakistan on April 25, 1996 as a public limited company under the Companie:
Ordinance, 1984 (now Companies Act, 2017). The Company was listed on April 18,
2005 on Pakistan Stock Exchange Limited. The princip. of the Cx
are to own, operate and maintain a multi-fuel fired power station with fifteen
generating units with a nameplate capacity of 1,600 MW in Kot Addu, District
Muzaffargarh, Punjab, Pakistan and to sell the electricity produced therefrom to a
single customer, Pakistan Water and Power Development Authority (WAPDA)
under a Power Purchase Agreement (PPA).

Basis of preparation and measurement

2.1 Statementof compliance
These condensed interim financial statements have been prepared in
accordance with the accounting and reporting standards as applicable in
Pakistan for interim financial i The ing and reporting
standards as applicable in Pakistan for interim financial reporting comprise of:

- i Accounting (IAS) 34, Interim Financial Reporting,
issued by the { Ac g Board (IASB) as notified
underthe Companies Act, 2017;

- Islamic Financial Accounting Standards (IFAS) issued by the Institute of
Chartered Accountants of Pakistan (ICAP) as notified under the Companies
Act,2017;and

- Provisions of and directives issued under the Companies Act, 2017.

Where the provisions of and directives issued under the Companies Act, 2017
differ with the requirements of IAS 34, the provisions of and directives issued
underthe Companies Act, 2017 have been followed.

2.2 These condensed interim financial statements are un-audited and are being
submitted to the members of the Company as required by Section 237 of the
Companies Act, 2017 (the "Act").

These condensed interim financial statements do not include all the
information requlred for annual financial statements including financial risk

ion and should be read in conjunction with the
annual financial statements for the year ended June 30, 2020.

The accounting policies adopted for the preparation of these
interim financial statements are the same as those applied in the preparation of
p! ing annual i financial of the Company for the year




Notes to the Condensed Interim Financial Statements
for the six-month period ended December 31, 2020 (Un-audited)

ended June 30, 2020. Furthermore, the basis of significant estimates
same as those that were applied to the preceding financial statements for t
year ended June 30, 2020.

The financial statements have been prepared under the historic cost
coi ion except certair ployee benefits which are recognized on present
value. The financial statements are prepared in Pak Rupees, which is the
functional currency of the Company. Figures have been rounded off to the
nearest thousand rupee unless otherwise specified.

2.

w

Expiry of PPAand going concern assumption

The existing PPAwhich is for the term of 25 years is due to expire on June 26,
2021. In line with terms and conditions of the PPA, the Company had taken-up
the matter for renewal / extension or revision of PPA with Water and Power
Development Authority (WAPDA) and other relevant quarters of the
Government of Pakistan (GoP).

Due to the expiry of the current PPA, a material uncertainty exists that may cast
significant doubt on the Company's ability to continue as a going concern
beyond June 26, 2021.

On June 03, 2020, the Government formed a negotiation committee (the
Committee) to initiate discussion with Independent Power Producers (IPPs)
on various matters, which inter alia, included tariff concessions and other
terms and conditions of respective PPAs and also to i with other GoP
institutions, including Ministry of Energy, Central Power Purchasing Agency
Guarantee Limited (CPPA-G), WAPDA, National Electric Power Regulatory
Authority (NEPRA), National Transmission and Dispatch Company (NTDC)
etc. for this purpose. After several di i with the C i a
Memorandum of Understanding (MoU) was signed between the Committee
and the Company on August 19, 2020.

Subsequent to the MoU, the Government of Pak|stan through notification

dated October 7, 2020 ituted the C ittee to finalize
tha binding agreement based on lhe MoU referred above. After several
1s with the C i WAPDA ("Power

Purchaser”) signed the Third Amendment to the PPA and Master Agreement
(the Agreements) on February 11, 2021. Pursuant to the terms of these
Agreements, the outages due to fuel shortage during the period 2008-2016 will
be treated as Other Force Majeure Event under the PPA and consequently,
existing Term of PPA will be extended by 16 (sixteen) months. During this

ded period of 16 (si months, the C agrees to waive off any
right to receive Capacity Payments in lieu of the Capacity Payments already
received during the outage period. However, during this extended period, the
Company will receive Energy Payments and other pass-through items.
Furthermore, as per terms of the Master Agreement, WAPDA shall consent to

KOT ADDU POWER COMPANY LIMITED 12




Notes to the Condensed Interim Financial Statements
for the six-month period ended December 31, 2020 (Un-audited)

the extension of the PPA for an additional term following the expiry of
extended term as mentioned above. The Company will also have the option!
sell electricity to other Bulk Power C through

The above Ag have been app d by the Federal Cabinet, and the

Company's Board of Directors, however, it shall be binding on the Company

and WAPDA only after the required approval has been obtained from its
and to the facilitation agreement have been

approved by the GoP. The is i that these Agl

will be duly approved in due course.

Furthermore, keeping in view the Plant's operations and maintenance as per

best utility practices and its significance to WAPDA due to its certain distinct

capabilities and strategic location in mid of the country, the management is

optimistic about the potential of the Plant to be operational at varying levels of
vis-a-vis the antici technical and ial regime beyond

the term. A ingly, the Company has prep: these

interim financial statements on a going concern basis.

3.  Standards. amendments and interpretations to published approved accounting
standards

3.1 Standards, amendments and interpretations to existing standards effective in
current period

Certain and interpi i to app! d act ti
standards are effective for the annual periods beginning on or after January 1,
2020 but are considered not to be relevant or to have any significant effect on
the Company's operations and are, therefore, not detailed in these condensed
interim financial statements.

3.2 Standards, amendments and interpretations to existing standards that are not
yet effective and have not been early adopted by the Company
Certain to the app d and
interpretations are mandatory for future periods but are considered not to be
relevant or to have any significant effect on the Company’s operations and are,
therefore, not detailed in these condensed interim financial statements except
for the following:

The ities and Ci ission of Pakistan ('SECP’) through SRO
229(1)/2019 dated February 14, 2019 notified that the standard IFRS 9,
‘Financial Instruments’ would be effective for reporting period / year ending on
or after June 30, 2019. However, SECP through SRO 985 (l)/ 2019 dated
September 30, 2019 granted exemption from applying Expected credit loss
based impairment model to financial assets due from the Government till June

KOT ADDU POWER COMPANY LIMITED 13




Notes to the Condensed Interim Financial Statements
for the six-month period ended December 31, 2020 (Un-audited)

30, 2021. The management of the Company believes that the applicatiol
this standard subsequent to June 30, 2021 will not have any material impact
the Company.

4. Income tax exp is i based on s best
the weighted average income tax rate expected for the full financial year.

a

Finances under mark-up arrangements

Un-audited Audited
December 31, June 30,
2020 2020
Note (Rupees in thousand)
Under conventional finances- secured 5.1 17,745,390 20,545,528
Under Islamic finances- secured 5.1 16,400,875 23,516,667
Under Islamic finances- unsecured 5.2 5,000,000 &
5.1 Finances under k-up i from various commercial
banks amount to Rs 29,983 million (June 30, 2020: Rs 30,572 million) and
ilable under and ountto

Rs 24,900 million (June 30, 2020: Rs 24,587 million). The rate of mark-up
ranges from 6.98 percent to 10.50 percent ( June 30, 2020: 8.8 percentto 15.1
percent) per annum on the balances outstanding. In the event, the Company
fails to pay the balances on the expiry of the quarter, year or earlier demand,
mark-up is to be computed at the rate of 20 percent to 24 percent (June 30,
2020: 20 percent to 24 percent) per annum on the balances unpaid.

5.2 On December 8, 2020, the Company issued privately placed unsecured
Sukuk certificates based on musharakah amounting to Rs 5,000 million at a
mark-up of 0.70% per annum above three-month KIBOR. The mark-up on the
Sukuk is payable on quarterly basis in arrear and the principal is payable on
June 8,2021.

5

w

Of the aggregate facility of Rs 229 million (June 30, 2020: Rs 227 million) for
opening letters of credit and Rs 4 million (June 30, 2020: Rs 4 million) for

the utilised as at D 31,2020 were Rs 65 million
(June 30, 2020: Rs 83 million) and Rs 4 million (June 30, 2020: Rs 4 million)
respectively.

5

'S

The aggregate running finances, short term finances and letters of credit and
guarantees are secured by joint pari passu charge over current assets upto a
limit of Rs 90,792 million (June 30, 2020: Rs 90,792 million) and ranking
charge over current assets up to a limit of Rs 1,334 million (June 30, 2020: Rs
1,334 million).

55 Thefi under mark-up include Nil (June 30, 2020: Rs 527
million) payable to Samba Bank Limited, a related party.

KOT ADDU POWER COMPANY LIMITED 14




Notes to the Condensed Interim Financial Statements
for the six-month period ended December 31, 2020 (Un-audited)

6. Trade and other payables

Trade and other payables include an amount of Rs 13,691 million (June 30, 20:
Rs 15,184 million) payable to the fuel suppliers on account of fuel supplies and lat
credit supplies of fuel.

7. Contingencies and commitments
7.1 Contingencies

There has been no significant change in the status of the contingent liabilities
disclosed as at June 30, 2020 except the following:

(I} Additional Commissioner Inland Revenue amended the assessment of tax
year 2017 and issued an order by disallowing certain expenses, on April 23,
2018 creating a demand of Rs 741 million. The Company filed an appeal
before Commissioner Inland Revenue Appeals (CIR-Appeals). CIR-Appeals
|ssued an order dated November 05, 2018 wherein all the issues, except

of project development cost amounting to Rs 221 million, were
decided in the Company's favor. The Company filed an appeal before
Appellate Tribunal Inland Revenue (ATIR), which was subsequently decided in
favor of the Company vide order dated January 06, 2021.

Additional Commissioner Inland Revenue amended the assessment of tax
year 2020 and issued order on February 01, 2021 creating a demand of Rs
6,121 million on account of chargeability of tax on true-up income, late
paymenl (LP) income from WAPDA and inadmissibility of few deductions by

certain The Company is of the view that true-up income
being unrealized exchange gain and LP income still being receivable from
WAPDA will be taxed on realization basis in the year of actual receipt. Similarly,
other issues confronted on account of inadmissibility of deductions have
already been decided in favor of the Company at higher appellate forums in
previous years. Th: , the Company has decided to file an appeal in CIR-
Appeals againstthe said order.

The management believes that there are meritorious grounds available to
defend the foregoing demand. Consequently no provision has been recorded
inthese condensed interim financial statements.

(I} Deputy Commissioner Inland Revenue issued sales tax assessment order on
August 5, 2020 creating demand of Rs. 1,111 million by rejecting credit notes
issued during the tax period October 2014 to November 2016. Being
aggrieved, the Company filed an appeal before CIR-Appeals. CIR-Appeals
remanded back the case to Tax department vide order dated September 24,
2020. The Tax department has filed an appeal with the ATIR against the
decision of CIR-Appeals, which is pending adjudication.
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Notes to the Condensed Interim Financial Statements
for the six-month period ended December 31, 2020 (Un-audited)

(iv)

(v)

KOT ADDU POWER COMPANY LIMITED 16

The management and the taxation expert of the Company believe that
are meritorious grounds available to defend the foregoing dema
Consequently, no provision has been recorded in these condensed interil
financial statements.

Commissioner Inland Revenue (CIR) issued the assessment order on August
31, 2020 creating a demand of Rs 2,600 million on account of disallowance of
input on capacity invoices and inadmissibility of input on various invoices
under section 8 of the Sales Tax Act, 1990 during the tax period July 2016 to
June 2017. Being aggrieved, the Company filed an appeal before CIR-
Appeals who vide order dated November 23, 2020 deleted all the issues
except inadmissibility of input to the tune of Rs 4 million. Subsequent to the
period ended December 31, 2020, tax department has filed an appeal in ATIR
against the said order.

The management and the taxation expert of the Company believe that there
are meritorious grounds available to defend the foregoing demand.
Consequently, no provision has been recorded in these condensed interim
financial statements.

Water and Power Development Authority (WAPDA) had raised invoices for
liquidated damages to the Company for the years ended June 30, 2009
through 2016 (after taking into account forced outage allowance stipulated
under the terms of PPA) on account of short supply of electricity by the
Company, which was due to cash flow constraints of the Company as aresult
of default by WAPDA in making timely pay Li

invoiced to the Company amount to Rs 27,898 million (June 30, 2020: Rs
27,898 million). Estil amount of liqui are not exp to
exceed Rs 27,681 million as at December 31, 2020 (June 30, 2020: Rs 27,681
million) based on the best estimate of the management.

The Company disputed and rejected any claim on account of liquidated
damages that may be raised by WAPDA on the premise that its failure to
dispatch electricity was due to WAPDA's non-payment of dues on timely basis
to the Company and consequential inability of the Company to make timely
payments to its fuel supplier (PSO) that resulted in inadequate level of
electricity production owing to shortage of fuel. In this regard, the Company
has initiated the dispute resolution procedures specified in the PPA and

for Arbitration in Singapore under the rules of

hamberof(‘ (IcC).

Pursuant to the Master ag and Third to the Power
Purchase Agreements signed between the Company and WAPDA (“Parties”)
subsequent to the period ended December 31, 2020, the Parties have agreed
to settle the dispute o ing in Arbitration and wil the above case
from ICC tribunal. The above agreements shall be binding on the Parties after
obtaining the requisite approvals from the relevant authorities as mentioned in
note2.3.




Notes to the Condensed Interim Financial Statements
for the six-month period ended December 31, 2020 (Un-audited)

(vi) Sui Northern Gas Pipelines Limited (SNGPL) has raised claims of
payment surcharge amounting to Rs 765 million (June 30, 2020: Rs
million). The Management is of the view that these claims are not as per i

derlying th h claims have been disputed.

The management and the legal advisor of the Company believe that there are
meritorious grounds available to defend the foregoing claims. Consequently,
no provision has been recorded in these condensed interim financial
statements.

(vii) The Comp. has provi bank g tee in favor of Sui Northern Gas

Pipelines Limited on account of payment of dues against gas sales etc.,
amounting to Rs 4 million (June 30, 2020: Rs 4 million).

7.2 Commitments
(I)  Contracts for capital expenditure Nil (June 30, 2020: Rs 21 million).

(il)  Letters of credit other than for capital expenditure Rs 65 million (June 30, 2020:
Rs 88 million).

(iii

Contracts for carijarah are Rs 48 million (June 30, 2020: Rs 54 million).

Un-audited Audited
December 31, June 30,
2020 2020

Note (Rupees in thousand)
8. Property, plant and equipment

Opening Net Book Value (NBV) 4,106,460 6,337,095
Add: Additions / transfers during the period 8.1 24,485 30,971
4,130,945 6,368,066

Less: Disposals / adjustment during the period
(at NBV) 782 6,530
Depreciation charged during the period 1,116,902 2,255,076

1,117,684 2,261,606
3,013,261 4,106,460

8.1 Following is the detail of additions / transfers
during the period

Additions:
Gas turbine blading 23,024 2,184
Augxiliary plant and machinery 344 22,716
Office equipment = 2,897/
23,368 27,797
Transfers (at NBV):
Vehicles 1,117 3,174
24,485 30,971

KOT ADDU POWER COMPANY LIMITED 17




Notes to the Condensed Interim Financial Statements
for the six-month period ended December 31, 2020 (Un-audited)

Un-audited
December 31, June 30,
2020 2020
Note (Rupees in thousand)

9. Trade debts
Trade debts 9.1 118,696,491 120,096,066
Less: Provision for doubtful debts 192,186 192,555

118,504,305 119,903,511

9.1 These are considered good except Rs 192 million (June 30, 2020: Rs 193
million) which are considered doubtful. Trade debts include an overdue
amount of Rs 104,107 million (June 30, 2020: Rs 99,362 million) receivable
from WAPDA, which is a related party of the Company. The maximum
aggregate amount outstanding (gross) during the period was Rs 126,395
million (June 30, 2020: Rs 129,750 million). The trade debts are secured by a
guarantee from the Government of Pakistan under the Facilitation Agreement.
These are in the normal course of business and are interest free, however, a
penal mark-up of SBP discount rate plus 4 percent per annum is charged in
case the amounts are not paid within due dates.

10. Loans, advances, deposits, prepayments and other receivables

Ad to suppliers include paid to Pakistan State Oil Company Limited
(PSO) amounting to Rs 4,489 million (June 30, 2020: Nil) against fuel supplies
under the terms of Oil Supply Agreement (OSA).

Three month ended Six month ended
December 31, December 31, December 31, December 31,
2020 2019 2020 2019
(Rupees in thousand) (Rupees in thousand)

11. Sales

Energy purchase price 4,623,298 | | 3,052,217 | [24,202,849 | |37,596,228
Sales tax (669,107)| | (442,851)| | (3,500,589)| | (5,445,758)
Net energy purchase price 3,954,191 2,609,366 20,702,260 32,150,470
Capacity purchase price 6,722,377 6.494,575 13,373,879 12,318,952

10,676,568 9,103,941 34,076,139 44,469,422

12. Cost of sales

Fuel cost 3,970,788 2,729480 20,186,677 31,258,681
Salaries, wages and benefits 417,337 387,487 1,025,502 1,030,020
Plant maintenance 71,695 67,416 108,544 113,687
Gas turbines overhauls 50,224 333,048 56,353 684,045
Repair and renewals 41,122 159,305 230,862 181,569
Depreciation on property,

plant and equipment 535,646 545396 1,074,084 1,094,620
Amortization on intangible

assets 1,807 645 3,656 1,292

5,088,619 4,222,777 22,685678 34,363,914
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Notes to the Condensed Interim Financial Statements
for the six-month period ended December 31, 2020 (Un-audited)

Three month ended
December 31, December 31, December 31,
2020 2019 2020
(Rupees in thousand) (Rupees in thousand)
13.  Other Income
True-up income 884,125 3,428,783 2,851,764 4,524,549
Interest on late payment
from WAPDA 2,120,223 3,457,028 4,188,022 6,716,909
Other 40,593 82,803 59,685 94,509
3,044,941 6,968,614 7,099,471 11,335,967
Six month ended
December 31, December 31,
2020 19
(Rupees in thousand)
14. Transactions with related parties
Relationship with  Percentage of Nature of
the Company shareholding  tral
i. Associated
undertakings
- WAPDA 40%  Sale of electricity 34,076,139 44,469,422
- WAPDA 40%  Purchase of electricity 96,262 103,597
- WAPDA 40%  Purchase of services 1,852 22
- WAPDA 40%  Interestincome on
late payments 4,188,022 6,716,909
- WAPDA 40%  True-up income 2,851,764 4,524,549
- WAPDA 40%  Dividend paid 531,467 1,062,933
- KAPCO Employees
Empowerment Trust 5% Dividend paid 72,379 144,757
- Samba Bank Limited 0% Financial charges 23,667 53,755
- Pakistan Institute of
Corporate
Governance 0% Purchase of services 431 100
ii. Post retirement benefit
plans
- KAPCO employees
pension fund trust 0% Contributions paid 19,771 3,839
- KAPCO employees
provident fund trust 0% Contributions paid 24,532 24,039
iii. Key management
personnel
(including di 0% C { 204,001 229,402
All transactions with related parties have been carried out on mutually agreed terms and conditions.
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Notes to the Condensed Interim Financial Statements
for the six-month period ended December 31, 2020 (Un-audited)

Un-audited
December 31, June 3
2020 2020

(Rupees in thousand)
Period end balances
Associated Undertakings
Receivable from related parties 118,827,885 120,562,233
Payable to related parties 4,052,079 3,380,563
These are in the normal course of business and interest free.

15. Cash generated from operations

Profit before tax 16,197,477 16,210,601

Adjustments for:

- Depreciation on property, plant and equip 1,116,902 1,137,536
- Amortization on intangible assets 3,656 1,292
- Depreciation on right of use assets 4,543 6,650
- Gain on sale of fixed assets (516) (2,086)
- Income on bank deposits (16,956) (51,582)
- Staff retirement benefits accrued 98,745 77,042

- Finance cost 1,628,668 4,758,030

Profit before working capital changes 19,032,519 22,137,483

Effect on cash flow due to working capital changes:
(Increase) / decrease in current assets

- Stores and spares 128,783 128,472
- Stock-in-trade (3,697,006) 2,015,324
- Trade debts 1,399,206 (2,761,692)
- Loans, its, p:
and other receivables (4,727,724), 299,996
Increase / (decrease) in trade and other payables 284,068 (8,090,576)
(6,612,673) (8,408,476)
Cash generated from operations 12,419,846 13,729,007

December 31, December 31,
2020 9

(Rupees in thousand)
16. Cash and cash equivalents
Cash and bank balances 842,101 842,504

Finances under mark-up note 5 (39,146,265) (53,429,068)
(38,304,164) (52,586,564)
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Notes to the Condensed Interim Financial Statements
for the six-month period ended December 31, 2020 (Un-audited)

17. Date of authorization forissue

These condensed interim financial statements were authorized for issue
February 18,2021 by the Board of Directors of the Company.

18. Events after the reporting date

Except for subsequent events mentioned in note 2.3 & 7.1 to these condensed
interim financial there are no signifi events that have occurred
subsequent to the period ended December 31, 2020.

19. Corresponding figures

In order to comply with the requit of i A i 34 -

'Interim Financial Reporting’, the interim of financial position

and interim of in equity have been compared with

the balances of annual audited financial statements of preceding financial year,
hi , the interim of profit or loss, condensed interim

statement of comprehensive income and condensed interim statement of cash

flows have been pared with the of period of i

preceding financial year.

Corresponding figures have been g y, for the

purposes of comparison. However, no significant re-arrangements have been

made.

.

Aftab Mahmood Butt M. Rabnawal j Hafiz Muhammad Yousaf
Chief Executive Officer Chief Financi i Director
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