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ENGRO POWERGEN QADIRPUR LIMITED

DIRECTORS’ REVIEW TO THE SHAREHOLDERS

ON UNAUDITED CONDENSED INTERIM FINANCIAL INFORMATION
FOR THE QUARTER ENDED MARCH 31, 2018

The Directors of Engro Powergen Qadirpur Limited (EPQL) are pleased to present the unaudited financial information and a
review of the Company’s performance for the quarter ended March 31, 2018.

Operating Performance

The EPQL Plant demonstrated a billable availability factor of 100% in the current quarter compared to 100.6% in the same
period last year. It dispatched a total Net Electrical Output (NEO) of 414 GwH to the national grid with a load factor of 89%
compared to 98.3% in Q1 2017. The decline in load factor this quarter was primarily on account of gas supplier's compressor
issues which resulted in supply disruptions.

The Company maintained its high level of commitment towards Health, Safety & Environment (HSE) standards.
Financial Performance

Sales revenue for the period was PKR 2,843 Mn compared to PKR 2,979 Mn in the same period last year. The decrease in
sales revenue is mainly attributable to a decline in load factor as explained above with a corresponding decline in the cost
of generation.

Gross profit for the period stood at PKR 754 Mn as compared to PKR 694 Mn in the same period last year. This increase in
gross profit is primarily on account of lower operational & maintenance costs this quarter vs the same period last year. Net
finance cost for the period stood at PKR 40 Mn vs PKR 82 Mn in Q1 2017. The decrease in net financing cost is on account
of higher interest income billed to the Power Purchaser on account of rising circular debt.

Overdue receivable from NTDC stood at PKR 4,974 Mn as on March 31, 2018 vs PKR 4,294 Mn as on December 31, 2017.
Similarly overdue payable to SNGPL on March 31, 2018 was PKR 2,171 Mn vs PKR 1,716 Mn as on December 31, 2017.

The Company earned a net profit of PKR 669 Mn in Q1, 2018 as compared to PKR 669 Mn in Q1, 2017. Earnings per share
remained the same at PKR 2.07 when compared to the same period last year.

Near Term Outlook

The relatively low gas prices for IPPs coupled with the recent surge in global oil prices will help gas based power plants to
rise in the merit order on account of their relatively lower input costs, higher efficiencies and better environmental parameters.
We foresee circular debt to remain a challenge for the federal government and the energy sector in the near future unless
concrete policy measures are taken to address the underlying causes.

Going forward the Company will continue to maintain its focus on plant and equipment reliability and other performance
improvement initiatives, thereby ensuring uninterrupted power supply to the national grid for the benefit of all stakeholders.

f
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Shahab Qader Shamsuddin A. Shaikh
Chief Executive Officer Chairman

Karachi: April 17, 2018
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(Amounts in thousand)
ENGRO POWERGEN QADIRPUR LIMITED
CONDENSED INTERIM BALANCE SHEET (UNAUDITED) Unaudited Audited
AS AT MARCH 31,2018 March 31, December 31,

2018 2017

Rupees
ASSETS

Non-current assets

Property, plant and equipment 13,235,282 13,169,212
Intangible assets 74,590 77,044
Long term loans and advances 37,452 39,243
Long term deposits 2,574 2,491

13,349,898 13,287,990

Current assets

Inventories 892,453 881,182
Trade debts 5,907,678 5,571,570
Short term investment 50,000 50,000
Loans, advances, deposits, prepayments and other receivables 1,558,023 1,427,680
Derivative financial asset 18,300 -
Taxes recoverable 65,610 64,731
Balances with banks 10,575 7,409

8,502,639 8,002,572
TOTAL ASSETS 21,852,537 21,290,562

EQUITY AND LIABILITIES
Equity

Share capital 3,238,000 3,238,000
Share premium 80,777 80,777
Maintenance reserve 227,182 227,182
Hedging reserve (30,899) (49,606)
Unappropriated profit 6,499,793 6,316,404

Total Equity 10,014,853 9,812,757

LIABILITIES
Non-current liability
Borrowings 2,947,386 2,819,315

Current liabilities

Trade and other payables 4,313,926 3,366,958
Accrued interest / mark-up 81,117 30,942
Short term borrowings 2,352,347 3,208,672
Current portion of long term borrowings 2,142,908 2,051,918

8,890,298 8,658,490
Total Liabilities 11,837,684 11,477,805

Contingencies and Commitments
TOTAL EQUITY AND LIABILITIES 21,852,637 21,290,562

The annexed notes from 1 to 20 form an integral part of this condensed interim financial information.

P

Sameer Amin Shahab Qader Shamsuddin A. Shaikh
Chief Financial Officer Chief Executive Officer Chairman
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(Amounts in thousand except for earnings per share)
ENGRO POWERGEN QADIRPUR LIMITED

CONDENSED INTERIM PROFIT AND LOSS ACCOUNT (UNAUDITED)
FOR THE PERIOD ENDED MARCH 31,2018

Quarter ended
March 31, March 31,

2018 2017
Rupees

Sales 2,842,773 2,979,317

Cost of sales (2,088,652)  (2,285,608)

Gross profit 754,121 693,709
Administrative expenses (44,654) (51,731)
Other income 110,000

Other expenses (407) (927)

Profit from operations 709,060 751,051
Finance cost (39,878) (82,003)

Workers’ profits participation fund
and workers’ welfare fund

Profit before taxation 669,182 669,048

Taxation (93) (144)

Profit for the period 669,089 668,904

Earnings per share - basic and diluted 2.07 2.07

The annexed notes from 1 to 20 form an integral part of this condensed interim financial information.
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Saméér Amin Shahab Qader Shamsuddin A. Shaikh
Chief Financial Officer Chief Executive Officer Chairman
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(Amountsinthousand)

ENGRO POWERGEN QADIRPUR LIMITED
CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UNAUDITED)
FOR THE PERIOD ENDED MARCH 31,2018

Quarter ended
March 31, March 31,

2018 2017
Rupees

Profit for the period 669,089 668,904

Other comprehensive income:

ltem that may be reclassified subsequently to profit or loss

- Hedging reserve - gain for the period 18,300

- Transfers to profit and loss 407 927
18,707 927

Total comprehensive income for the period 687,796 669,831

The annexed notes from 1 to 20 form an integral part of this condensed interim financial information.
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Saméér Amin Shahab Qader Shamsuddin A. Shaikh
Chief Financial Officer Chief Executive Officer Chairman
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(Amounts in thousand)
ENGRO POWERGEN QADIRPUR LIMITED

CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY (UNAUDITED)
FOR THE PERIOD ENDED MARCH 31,2018

Capital Revenue

Remeasur-
ement of
retirement Total
benefit obligation
- Acturial loss

Share Share Maintenance  Unappr- Hedging
capital premium reserve opriated reserve
profit
Rupees

Balance as at January 1, 2017 (audited) 3,238,000 27182 4979272 (69,416) (1,163) 8454652

Total comprehensive income for the three
months ended March 31, 2017 668,904 927 669,831

Transactions with owners

Final dividend for the year ended
December 31, 2016 @ Rs. 1.50 per share - - (485,700) - - (485,700)

Balance as at March 31, 2017 (unaudited) 3,238,000 227,182 5,162,476 (68,489) (1,163) 8,638,783

Total comprehensive income for the
nine months ended December 31, 2017 1,721,741 18,883 1,740,624

Transfer of actuarial loss on previous
retirement benefit plan (1,163)

Transactions with owners

1st Interim dividend for the year ended
December 31, 2017 @ Rs. 1.75 per share - - (566,650) - (566,650)

Balance as at December 31,2017 (audited) 3,238,000 227,182 6,316,404 (49,606) 9,812,757

Total comprehensive income for the three
months ended March 31, 2018 669,089 18,707 687,796

Transactions with owners

Final dividend for the year ended
December 31, 2017 @ Rs. 1.50 per share - - - (485,700) (485,700)

Balance as at March 31, 2018 (unaudited) 3,238,000 80,777 227182 6,499,793 10,014,853

The annexed notes from 1 to 20 form an integral part of this condensed interim financial information.
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Saméer Amin Shahab Qader Shamsuddin A. Shaikh
Chief Financial Officer Chief Executive Officer Chairman
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(Amounts in thousand)
ENGRO POWERGEN QADIRPUR LIMITED
CONDENSED INTERIM STATEMENT OF CASH FLOWS (UNAUDITED)
FOR THE PERIOD ENDED MARCH 31,2018

Quarter ended
March 31, March 31,

2018 2017

CASH FLOWS FROM OPERATING ACTIVITIES Rupees

Cash generated from operations 945,200 1,249,668
Taxes paid (972) (830)
Long term loans, advances and deposits - net 1,708 (7,823)

Net cash generated from operating activities 945,936 1,241,015
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment - net (37,020) (12,134)

Purchase of intangibles (6,160)
Sale proceeds from disposal of property, plant and equipment - 1,110

Net cash used in investing activities (87,020) (17,184)
CASH FLOWS FROM FINANCING ACTIVITIES

Finance cost paid (49,425) (42,148)

Net increase in cash and cash equivalents 859,491 1,181,683

Cash and cash equivalents at beginning of the period (3,151,263) (2,829,377)

Cash and cash equivalents at end of the period (2,291,772) (1,647,694)

The annexed notes from 1 to 20 form an integral part of this condensed interim financial information.
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Saméer Amin Shahab Qader Shamsuddin A. Shaikh
Chief Financial Officer Chief Executive Officer Chairman
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(Amounts in thousand)
ENGRO POWERGEN QADIRPUR LIMITED
NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
FOR THE PERIOD ENDED MARCH 31,2018

LEGAL STATUS AND OPERATIONS

Engro Powergen Qadirpur Limited (the Company), is a public listed company, incorporated in Pakistan, under
the repealed Companies Ordinance, 1984 (now the Companies Act, 2017), and its shares are quoted on the
Pakistan Stock Exchange Limited. The Company is a subsidiary of Engro Energy Limited, which is a wholly
owned subsidiary of Engro Corporation Limited. Engro Corporation Limited is a subsidiary of Dawood Hercules
Corporation Limited (the Ultimate Parent Company).The Company’s registered office is located at 16th floor,
Harbour Front Building, Plot Number HC-3, Marine Drive, Block 4, Scheme No. 5, Clifton, Karachi.

The Company was established with the primary objective to undertake the business of power generation and sale.
The Company owns a 217.3 MW combined cycle power plant located in District of Ghotki, Sindh and commenced
commercial operations therefrom on March 27, 2010. The electricity generated is transmitted to the National
Transmission and Despatch Company (NTDC) under the Power Purchase Agreement (PPA) dated October 26,
2007. This PPA is for a period of 25 years.

BASIS OF PREPARATION

This condensed interim financial information is unaudited and has been prepared in accordance with the
requirements of the International Accounting Standard 34 - ‘Interim Financial Reporting’ and provisions of and
directives issued under the Companies Act, 2017 (the Act). In case where requirements differ, the provisions of or
directives issued under the Act have been followed. This condensed interim financial information does not include
all the information required for annual financial statements and therefore should be read in conjunction with the
annual financial statements of the Company for the year ended December 31, 2017.

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

During preparation of this condensed interim financial information, the significant judgments made by the
management in applying the Company’s accounting policies and the key sources of estimation and uncertainty
are the same as those that apply to the annual financial statements of the Company for the year ended December
31, 2017.

ACCOUNTING POLICIES

The significant accounting policies applied in the preparation of this condensed interim financial information are
the same as those applied in the preparation of the financial statements for the year ended December 31, 2017.

Unaudited Audited
March 31, December 31,
2018 2017
Rupees

PROPERTY, PLANT AND EQUIPMENT

Operating assets, at net book
value (note 4.1) 12,310,538 12,220,553
Capital work-in-progress 19,394 15,420
Capital spares 905,350 933,239
13,235,282 13,169,212
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(Amounts in thousand)

Major additions to operating assets during the period / year were as follows:

Rate of Unaudited Audited
depreciation March 31, December 31,

(%) 2018 2017
—— Rupees

Plant & machinery - including
exchange loss 228,047 360,208
Buildings & civil works 10,354 19,754
Furniture, fixtures and equipments 1,225 21,005
239,626 400,967

During the period, assets costing Nil (December 31,2017: Rs. 2,033), having net book value of Nil (December 31,
2017: Rs. 1,110) were disposed-off for Nil (December 31, 2017: Rs. 1,110).

Unaudited Audited
March 31, December 31,
2018 2017
Rupees
TRADE DEBTS - Secured

Considered good 5,907,678 5,571,570

Trade debts including delayed payment charges, are secured by a guarantee from the Government of Pakistan
under the Implementation Agreement and as such are considered good.

Trade debts include:
Rs. 1,798,682 (December 31, 2017: Rs. 2,104,915) which are neither past due nor impaired; and

Rs. 4,108,996 (December 31, 2017: Rs. 3,466,655) which are overdue but not impaired. The overdue
receivables carry mark-up at the rate of KIBOR plus 4.5% per annum. The ageing of overdue receivables is
as follows.

Unaudited Audited
March 31, December 31,

2018 2017
Rupees

- Upto 3 months 3,454,989 2,763,461

- 3to 6 months 654,007 703,194
4,108,996 3,466,655

SHORT TERM INVESTMENTS

- Held to maturity

Investment has been made in conventional Term Deposit Receipt. The rate of mark-up on this investment is 3.75%
(December 31, 2017: 3.95%) per annum.
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(Amounts in thousand)

Unaudited Audited
March 31, December 31,

2018 2017
Rupees

BALANCES WITH BANKS

Current accounts:
- Local currency

Deposit accounts:

- Foreign currency 2,969

- Local currency 6,990
10,575

Foreign currency deposits carry return at the rate of 0.5% (December 31, 2017: 0.5%) per annum.
Local currency deposits carry return at the rate of 3.75% (December 31, 2017: 3.75%) per annum.

The Company maintains its bank balances under the coventional banking terms only.

Unaudited Audited
March 31, December 31,

2018 2017
Rupees

BORROWINGS - Secured

Long term borrowings 5,090,294 4,871,233
Less: Current portion shown under current liabilities 2,142,908 2,051,918
2,947,386 2,819,315

The Company entered into a financing agreement with a consortium comprising of international financial institutions
amounting to US$ 144,000. The finance carries markup at the rate of six months LIBOR plus 3% payable semi-
annually over a period of twelve years. The principal is repayable in twenty semi-annual instalments commencing
from December 15, 2010. As at March 31, 2018, the outstanding balance of the borrowing was US$ 44,292
(December 31, 2017: US$ 44,292).

The borrowing is secured by an equitable mortgage on the immovable property and the hypothecation of current
and future assets of the Company, except receivables from NTDC in respect of Energy Purchase Price. Further,
the Company has also extended a letter of credit in favour of the senior lenders, as referred to in note 10.
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(Amounts in thousand)
SHORT TERM BORROWINGS

The available facilities under these mark-up arrangements aggregates to Rs. 4,400,000 (2017: Rs. 4,400,000). The
facilities carry mark-up at the rate of 3 months KIBOR plus 0.0% - 0.5% (2017: 3 months KIBOR plus 0.0% - 0.5%).
The facilities are secured by (i) lien over Energy Purchase Price (EPP) account and charge over present and future
receivables from the Power Purchaser in respect of EPP; and (ii) first charge over current assets of the Company
and subordinated charge over present and future plant, machinery, equipments and other movable assets and
immovable properties of the Company. The use of these facilities are restricted for payments of operations and
maintenance cost of the power plant and payments to fuel suppliers against purchase of fuel.

Unaudited Audited
March 31, December 31,
2018 2017
Rupees

CONTINGENCIES AND COMMITMENTS

Contingent liabilities - Guarantee in favour of SNGPL in
accordance with the terms of Gas Supply Agreement (GSA) 2,496,126 2,496,126

Commitments in respect of :
- letter of credit in favour of Company’s senior lenders (note 8.2) 925,692 886,386
- others 35,280 51,666
960,972 938,052

Quarter ended
March 31, March 31,
2018 2017

SALES Rupees

Capacity purchase price 928,448 875,990
Energy purchase price 1,914,325 2,103,327

2,842,773 2,979,317
OTHER INCOME

Insurance claim - net of deducible (note 12.1) 110,000

Last year insurance claim pertains to auto transformer incident at Guddu in 2016 as referred to in note 24.1 of
Financial Statements for the year ended December 31, 2017.
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(Amounts in thousand except for earnings per share)

Quarter ended
March 31, March 31,
2018 2017
Rupees

WORKERS’ PROFITS PARTICIPATION FUND
AND WORKERS’ WELFARE FUND

Provision for
- Workers’ profits participation fund
Recoverable from NTDC

The Company is required to pay 5% of its profit to the Workers’ profits participation fund and 2% of its profit to
the Workers’ welfare fund. However, such payment will not effect the Company’s overall profitability as these are
recoverable from NTDC as pass through items under the terms of the Power Purchase Agreement (PPA).

The Honorable Supreme Court (HSC) through order dated November 10, 2016 annulled the amendments made
in the Workers’ Welfare Fund Ordinance, 1971 through Finance Acts of 2006 and 2008, and restored the original
ordinance under which Workers’ welfare fund is not applicable on the income of the Company. Further, in case
of Company, Sindh Workers’ Welfare Fund Act, 2014 is applicable, under which exempt income, i.e. income from
power supply operations is not subject to Workers’ welfare fund. Accordingly, no provision for Worker Welfare Fund
has been recognised for the current year, however, provisions in respect of prior periods, made under the Federal
Workers’ Welfare Fund Ordinance, 1971 have been retained.

Quarter ended
March 31, March 31,
2018 2017
Rupees

EARNINGS PER SHARE

Profit for the period 669,089 668,904

Number of Shares

Weighted average number of ordinary
shares (In thousand) 323,800 323,800

Rupees

Earnings per share - basic and diluted
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(Amounts in thousand)

Quarter ended
March 31, March 31,
2018 2017
Rupees

CASH GENERATED FROM OPERATIONS

Profit before taxation 669,182 669,048

Adjustment for non-cash charges
and other items:

- Depreciation and amortization 190,434 183,977

- Front end fee amortisation 2,031 2,031

- Reclassification of hedge to profit and loss 407 927

- Finance cost 99,600 109,494

Working capital changes (note 15.1) (16,454) 284,191
945200 1,249,668

Working capital changes

(Increase) / decrease in current assets:

Inventory including stores and spares - net (11,271) (17,376)
Trade debts (336,108) 427,994
Loans, advances, deposits, short term

prepayments and other receivables (130,343) (162,197)
(477,722) 248,421

Increase in current liabilities:

Trade and other payables 461,268 35,770
__ (164se) _ 84191
CASH AND CASH EQUIVALENTS

Balances with banks 10,575 203,250
Short term running finance (2,352,347) (1,900,944)
Short term investments 50,000 50,000

(2,291,772) (1,647,694)
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(Amounts in thousand)
FINANCIAL MANAGEMENT AND FINANCIAL INSTRUMENTS

Financial risk factors

The Company’s activities expose it to a variety of financial risks: market risk (including currency risk, interest rate
risk and price risk), credit risk and liquidity risk.

There have been no changes in the risk management policies during the period, consequently this condensed
interim financial information does not include all the financial risk management information and disclosures
required in the annual financial statements.

Fair value estimation

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

TRANSACTIONS WITH RELATED PARTIES

Details of transactions with related parties during the period, other than those which have been disclosed
elsewhere in this condensed interim financial information, are as follows:

Quarter ended

March 31, March 31,

2018 2017
—— Rupees

Nature of relationship Nature of transactions

Holding Company Purchase of services
Services rendered

Associated undertakings Purchase of services
Services rendered

Key management Managerial remuneration
personnel Retirement benefit schemes

Staff retirement benefits

Managed and operated
by the Company - Gratuity fund Contribution

Managed and operated
by Engro Corporation Limited

- Provident fund Contribution
- Gratuity fund Contribution
- Pension fund Contribution

engro powergen gadirpur




(Amounts in thousand)
CORRESPONDING FIGURES

In order to comply with the requirements of International Accounting Standard 34 - ‘Interim Financial Reporting’,
the condensed interim balance sheet has been compared with the balances of annual financial statements of
preceding financial year, whereas the condensed interim profit and loss account, condensed interim statement of
comprehensive income, condensed interim statement of changes in equity and condensed interim statement of
cash flows have been compared with the balances of comparable period of immediately preceding financial year.

DATE OF AUTHORISATION FOR ISSUE

This condensed interim financial information was authorized for issue on April 17, 2018 by the Board of Directors
of the Company.

e

Saméér Amin Shahab Qader Shamsuddin A. Shaikh
Chief Financial Officer Chief Executive Officer Chairman
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