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Report of the Directors on the Consolidated and Unconsolidated
Financial Statements for the Half Year ended December 31, 2016

The Board of Directors of the Company is pleased to present the consolidated and unconsolidated
unaudited financial statements for the half year ended on December 31, 2016.

The Company

The Hub Power Company is the first Independent Power Producer (IPP) in the Country with a combined
power generation capacity of over 1600 MW. Our Hub Plant, situated at Mouza Kund, Hub in Balochistan
supplies reliable and uninterrupted electricity to the National grid. Our Narowal Plant is an RFO-fired,
engine based, combined cycle power station, located at Mouza Poong, Narowal in Punjab. The Company
also holds 75% controlling interest in Laraib Energy Limited which owns and operates a run-off-the-river
hydel power plant near the New Bong Escape, 8 km downstream of Mangla Dam in Azad Jammu and
Kashmir.

The Company has established wholly owned subsidiaries for its future growth initiatives. Hub Power
Holdings Limited (HPHL) has been incorporated to invest in the imported coal based 1,320 MW power
project with integrated jetty and future expansion initiatives. The Company with its joint venture partner
China Power International Holdings (CPIH), has set up China Power Hub Generation Company (Pvt.) Ltd.
(CPHGC), to undertake the aforementioned imported coal-based power Project.

Hub Power Services Limited (HPSL), a wholly owned subsidiary, has been incorporated to manage O&M
of its existing power assets, its upcoming coal projects and explore O&M business opportunities onshore
and offshore. Another subsidiary, Narowal Energy Limited (NEL), has been incorporated to take over the
assets and liabilities of Narowal plant post its demerger under the Companies Ordinance, 1984.

The Company has also established a wholly-owned subsidiary, Thar Energy Limited (TEL), to set up a 330
MW mine mouth coal power plant at Thar coal block II, Sindh.

The Company is also investing USD 20 million in Sindh Engro Coal Mining Company Limited (SECMC), a
joint venture between Engro Powergen, Thal Limited, HBL, CMEC, Hubco and Government of Sindh, to
develop a coal mine at Thar which has the seventh largest reserve of coal in the world.

The Company is listed on the Pakistan Stock Exchange. The Company’s Global Depository Receipts (GDRs)
is listed on the Luxembourg Stock Exchange (LSE) as Euro MTF. The Company has initiated the process to
delist its GDRs from LSE.

Financial Highlights
Financial highlights of the holding company and its subsidiaries during the period under review are as
follows:

Rs
Turnover 24,353 23,319 50,281
Operating costs 20,247 19,001 41,510
Net Profit* j 2,605 2,757 5,308
Earnings per share (Rs.)* 2.25 2.38 4.59

*Attributable to the Owners of the holding company



Consolidated earnings per share for the period under review was Rs. 4.38 compared to Rs. 4.59 last year.
The decrease in consolidated earnings is mainly due to higher repair and maintenance expenditure on
major overhauling of one unit at Hub Plant and 36,000 running hours’ major maintenance of five engines
at Narowal Plant, partly offset by savings due to self-operation and maintenance of Hub and Narowal
Plants, higher generation bonus and higher revenue of Laraib due to final tariff approved by NEPRA.

Unconsolidated net profit earned by the Company during the period under review was Rs. 4,200 million,
resulting in earnings per share of Rs. 3.63 compared to a net profit of Rs. 4,522 million and earnings per
share of Rs. 3.91 last year. The decrease in profit is mainly due to higher repair and maintenance
expenditure on major overhauling of one unit at Hub Plant and 36,000 running hours’ major maintenance
of five engines at Narowal Plant, partly offset by savings due to self-operation and maintenance of Hub
and Narowal Plants and higher generation bonus.

Operational Highlights
Operational highlights of all the three plants during the period under review are as follows:

Hub Plant
Generation GWh 1,674 1,876 3,559 3,688
Load Factor % 63 71 67 70

Narowal Plant
Generation GWh 330 276 636 569
Load Factor % 70 59 67 60

Laraib Energy

Generation GWh 143 147 248 290
Load Factor % 77 79 67 78
Hub Plant

During the second quarter, the plant operated at an average Load Factor of 63% against the plan of 57%.
Electricity sold to WAPDA was 1,674 GWh as compared to planned dispatch of 1,514 GWh. The higher
generation during the quarter was due to lesser curtailment from WAPDA.

During the quarter 186 GWh forced outage allowance was consumed for Hub Plant. Total of 387 GWh
forced outage allowance has been consumed from April 2016 till December 2016, which is 40.3% of the
total allowance for Hub Plant.

Unit 1 was on scheduled outage for major overhaul from August 13, 2016 to December 10, 2016. During
the major overhauls of Unit 1, Turbine and Generator repair works were carried out. Blasting of rotors,
casings and diaphragms were also carried out. Turbine bearing was also replaced. Refurbished LP3 heaters
were installed. E-seal installation followed by internal adjustment and alignment.

Narowal Plant

Electricity sold to the Power Purchaser during the quarter was 330 GWh (Q2 2015-16: 276 GWh) compared
to a plan of 301 GWh. The load factor for the quarter was 70% versus a plan of 64%. 36,000 Running hour
maintenance of five engines were completed within the budget. Crimps modification work started in the
last Quarter was safely completed on all the alternators.



Laraib Energy New Bong Escape Hydro Power Project
Net Electrical Output for the quarter was 143 GWh compared to a plan of 103 GWh. The load factor for
the quarter was 77% versus a plan of 56%.

The Plant successfully completed the Annual Demonstrated Complex Energy Test (ADCET) on November
18, 2016, generating 2,081 MWh against PPA requirement of 2,016 MWh.

Company obtained Silver Corporate Membership of the International Hydropower Association (IHA); this
membership will enable Company to benefit from world class benchmarks in hydro O&M as well as
develop networking with international hydro plants.

Circular Debt

During the Half Year, amounts due from the Power Purchasers have increased. The Company is
persistently pursuing GOP to have the Circular Debt issue resolved which has created a severe liquidity
crunch for the Company and the Power Industry.

1,320 MW Coal Project at Hub

Government has confirmed the capacity for the Company’s Joint Venture Company, M/s. China Power
Hub Generation Company (CPHGC), to be 1,320 MW based on Imported Coal for the Project being set up
at Hub Site. It has been decided that the Company and its joint venture partner, China Power International
Holdings Limited (CPIH) would each be allocating 1.5% equity stake in the Project to Government of
Balochistan free of cost by the Commercial Operations Date of the Project. The Company has also issued
the notice for the exercise of its Call Option as per the Shareholders Agreement to increase its
shareholding in CPHGC to 47.5%.

CPHGC has signed the Power Purchase Agreement (PPA) and the Implementation Agreement (IA) for the
Project. PPIB has extended by five months the date by which CPHGC is required to achieve its Financial
Close under the Letter of Support issued by it. The Power Plant & Jetty EPC Contractors have mobilized to
ensure early completion of the Project.

CPHGC is also engaged with leading Chinese banks to achieve timely Financial close and has inducted
China Development Bank as the lead arranger. CPHGC is in negotiations with major global coal suppliers
for entering into long term coal supply agreements.

330 MW Coal Project in Thar

TEL is setting up 330MW mine mouth coal based Power Plant at Block 2, Thar. The EPC Contract for the
Project has been signed with China Machinery and Engineering Corporation (CMEC). The IA and the PPA
for the Project has been initialed while the Water Use and Coal Supply Agreements are in the stage of
finalization.

Investment in Sindh Engro Coal Mining Company (SECMC)
Post the financial close in April 2016, the Project construction is progressing satisfactorily. The Company
has 8% stake in the Project.

Narowal Demerger

Following the necessary approvals, the Scheme of Arrangement for the demerger of the Narowal Plant
into NEL has been filed in the High Court of Sindh. Shareholders’ approval of both the Company and NEL
has been obtained. The matter is now with the Court for necessary decision.

Health, Safety and Environment (HSE)

A cumulative TRIR of 0.067 was achieved at all the three Plants and the Head Office versus the yearly
target of 0.252. No recordable injuries were observed at Hub, Narowal and Laraib Plants during the
quarter.



One-on-One coaching sessions on Safety Leadership and Culture conducted by DuPont Safety Resource
for the Leaders at all three Plants. DuPont Level Il Trainings and Level Ill Procedures development is in
progress at all the three Plants.

Public Hearing for TEL ESIA (Environment and Social Impact Assessment) was held on October 6, 2016 and
the Environmental NOC was granted by SEPA (Sindh Environment Protection Agency) on November 23,
2016. Green Office Certification for Head Office was received from World Wide Fund Pakistan on October
27,2016

Corporate Social Responsibility

Initiatives of Community Development remained at the forefront of Company’s business interventions.
The Company, its subsidiaries and affiliates continued working in the areas of Education, Health,
Livelihood intervention and Physical Infrastructure development. Expansion of Primary Section at the TCF

School in Hub is in progress as per plan. Construction work on another TCF School at Pirkas Road will start
from next quarter.

Fish boxes were distributed after successful training to fisherman of Goth Allana at Hub. Installation of
additional solar lights is in progress in communities around Hub and Narowal. Solar Panel for supplying
electricity to the whole OPD, laboratory and operation theatre has been installed and commissioned at
Jam Ghulam Qadir Hospital at Hub. Coordination is being done with local government for adoption of
schools at Hub and Narowal.

Federal Minister (Planning, Development & Reform) Prof. Ahsan Igbal visited Narowal Plant on November
26, 2016. He inaugurated construction of overhead water tank for supply of clean drinking water and
visited sewerage treatment plant built by the Company in the nearby village.

Information in relation to Luxembourg Stock Exchange

The Directors, in compliance with the requirements of the “Commission De Surveillance Du Secteur
Financier, Societe de Bourse de Luxembourg SA”, are pleased to confirm that to the best of their
knowledge, the condensed interim consolidated and unconsolidated financial statements for the half year
ended December 31, 2016 give a true and fair view of the assets, liabilities, financial position and financial
results of the Company and are in conformity with approved accounting standards as applicable in
Pakistan. Further, the aforementioned management report includes a fair review of the development and
performance of the Company together with the potential risks and uncertainties faced, if any.

The Company remains grateful to its shareholders, operators, employees and contractors for their
confidence in the company and their tireless efforts in driving the Company on the path of growth and
prosperity.

By Order of the Board

ok s 2r—

Khalid Mansoor

Chief Executive
Karachi — February 20, 2017
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EY Ford Rhodes Tel: +9221 3565 0007-11
Chartered Accountants Fax: +9221 3568 1965
Progressive Plaza, Beaumont Road ey.khi=pk ey com

P.0 Box 15541, Karachi 75530 ey com/pk

Building a better Pakistan

working world

AUDITORS' REPORT TO THE MEMBERS ON
REVIEW OF INTERIM FINANCIAL INFORMATION

Introduction

We have reviewed the accompanying condensed interim unconsolidated balance sheet of The
Hub Power Company Limited as at 31 December 2016, the related condensed interim
unconsolidated profit and loss account, condensed interim unconsolidated statement of
comprehensive income, condensed interim unconsolidated cash flow statement, condensed
interim unconsolidated statement of changes in equity and notes to the accounts for the six
months period then ended (here-in-after referred to as “interim financial information™).
Management is responsible for the preparation and presentation of this interim financial
information in accordance with approved accounting standards as applicable in Pakistan for
interim financial reporting. Our responsibility is to express a conclusion on this interim
financial information based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements
2410, "Review of Interim Financial Information Performed by the Independent Auditor of the
Entity”. A review of interim financial information 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 conducted in
accordance with International Standards on Auditing and consequently does not enable us to
obtain assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim financial information is not prepared, in all material respects, in
accordance with approved accounting standards as applicable in Pakistan for interim financial
reporting.

Eyrccu\c:e,_,a__eﬁt,é‘?

Chartered Accountants
Engagement Partner: Pervez Muslim
Date: 20 February 2017

Place: Karachi
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10. TRADE AND OTHER PAYABLES

These i

nclude a sum of Rs. 70,145 million (June 2016: Rs. 62,072 million) payable to Pakistan State Oil Company Limited (PSO), out of which overdue

amount is Rs. 61,985 million (June 2016: Rs. 56,668 million).

The delay in payments to PSO carries mark-up at the SBP discount rate plus 2% per annum compounded semi-annually.

Dec 2016 Jun 2016
(Rs. '000s) (Rs. "000s)
Note (Unaudited) (Audited)
11. SHORT TERM BORROWINGS - Secured
Finances under mark-up arrangements 1l.ltot14 23,637,031 16.540.219

1.1

1.3

114

The facilities for running finances available from various banks / financial institutions amounted to Rs. 29.025 million (June 2016: Rs. 26,825
million) at mark-up ranging between 0.40% to 2.00% per annum above one / three month KIBOR. The mark-up on the facilities is payable on
monthly / quarterly basis in arrears. The facilities will expire during the period commencing March 31, 2017 to January 18, 2018. Any late payment
by the Company is subject to an additional payment of 2.00% per annum above the normal mark-up rate.

11.1.1 The facilities amounting to Rs. 24,600 million (June 2016: Rs. 22,400 million) are secured by way of charge over the trade debts and
stocks of the Company for the Hub plant pari passu with the existing charge.

11.1.2 The facilities amounting to Rs. 4,425 million (June 2016: Rs. 4,425 million) are secured by way of:

(a) a first ranking charge on all present and future (i) amounts standing to the credit of the Energy Payment Collection Account and the
Master Facility Account, (ii) Fuel, lube, fuel stocks at the Narowal plant; and (iii) the Energy Payment Receivables of Narowal
plant.

(b) a subordinated charge on all present and future plant, machinery and equipment and other moveable assets of the Narowal plant
excluding; (i) the immoveable properties; (ii) Hypothecated Assets under first ranking charge; (iii) the Energy Payment Collection
Account, Working Capital Facility Accounts and the Master Facility Account; (iv) the Energy Payment Receivables; (v) all of the
Project Company's right, title and interest in the Project Documents (including any receivables thereunder); and (vi) all current
assets.

11.1.3 This includes a sum of Rs. 1,467 million (June 2016: Rs. 1,353 million) payable to associated undertakings. The available facilities
amounted to Rs. 2,275 million (June 2016: Rs. 2,275 million). These facilities are secured by way of securities mentioned in note 11.1.1
and 11.1.2.

The Company also has Murabaha facility agreements with banks for an amount of Rs. 625 million (June 2016: Rs. 625 million) at a mark-up of
2.00% per annum above three month KIBOR. The mark-up on the facilities is payable on quarterly basis in arrears. These facilities will expire on
August 26, 2017. Any late payment by the Company is subject to an additional payment of 2.00% per annum above the normal mark-up rate. These
facilities are secured by way of securities mentioned in note [1.1.2.

The Company has entered into Musharaka agreements amounting to Rs. 1,135 million (June 2016: Rs. 1,135 million) at a mark-up of upto 0.75%
per annum above three month KIBOR. The mark-up on the facilities are payable on quarterly basis in arrears. These facilities will expire during the
period commencing September 30. 2017 to November 30, 2017. Any late payment by the Company is subject to an additional payment of 2.00%
per annum above the normal mark-up rate. These facilities are secured by way of securities mentioned in note [1.1.2.

The Company also has entered into a Musharaka agreement amounting to Rs. 400 million (June 2016: Rs. 400 million) at a mark-up of 0.5% per
annum above three month KIBOR. The mark-up on the facility is payable on quarterly basis in arrears. This facility will expire on June 30, 2017.
Any late payment by the Company is subject to an additional payment of 2.00% per annum above the normal mark-up rate. This facility is secured
by way of securities mentioned in note 11.1.1.

12. COMMITMENTS AND CONTINGENCIES

There is no material change in the status of contingencies and commitments as disclosed in the annual unconsolidated financial statements of the Company
for the year ended June 30, 2016, except as follows:

12.1

In accordance with the Agreement of Land Use Right, the Company is required to legally transfer the Proposed Land of 301 Acres to CPHGC
within a period of thirty days following the Financial Close of CPHGC. The shareholders of the Company in their Annual General Meeting held on
October 18, 2016 approved the disposal of the land to CPHGC at its fair value to be determined by the valuer appointed by the Power Purchaser of
Hub Plant. Further, the shareholders of the Company also approved that the sale proceeds of the Land sold to CPHGC will be passed on to the
Power Purchaser of the Hub Plant.

Subsequent to the approval of the shareholders, the Proposed Land has been classified as non-current assets held for sale. The carrying value of the
Proposed Land is Rs. 3.66 million whereas the fair value of the Proposed Land, as determined by the valuer appointed by the Power Purchaser, is
Rs. 180.60 million. The transaction when completed. will result in the loss on derecognition of the Proposed Land to the extent of its carrying value,
i.e. Rs. 3.66 million because all the proceeds will be passed on to WAPDA (Power Purchaser).

The Company has obtained the required NOCs for the transfer of Proposed Land to CPHGC and legal steps required to transfer the land are
currently in process.
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The Company had filed a petition in the Sindh High Court (HC) on June 28, 2000 challenging the application of the Companies Profits (Workers'
Participation) Act, 1968 (the Act) on the Company on the grounds. that since its inception, the Company has not employed any person who falls
within the definition of the term "Worker" as it has been defined in the Act.

The petition was filed subsequent to the service on the Company of a letter of March 14, 2000 by the Labour, Manpower and Overseas Pakistanis’
Division, directing the Company to allocate 5% of its net profit (since its establishment) amounting to Rs. 3,136 million towards the Workers' Profit
Participation Fund. The said notice demanded that the Company deposit the entire amount of the Fund in the Federal Treasury. The petition had
been filed against the Federation of Pakistan through the Secretary, Ministry of Labour, Manpower and Overseas Pakistanis, Labour, Manpower and
Overseas Pakistanis Division and, in view of the fact that any payment made by the Company to the Fund is a pass through item under the PPA and
against the WAPDA as a pro forma party in the matter.

In December 2003, the Company decided on a fresh legal review of the petition and thereafter was advised by counsel to withdraw the petition and
to immediately file a fresh petition incorporating all the available grounds. Accordingly, on December 17, 2003 the Company withdrew the petition
and immediately refiled a petition. which incorporated all the available grounds.

Both the Company and WAPDA agreed that this petition should proceed and a judgement obtained on merits. During the year ended June 30, 2011,
the petition was dismissed by the HC. Against the decision of the HC, the Company filed petition for leave to appeal before the Supreme Court of
Pakistan (SCP). In December 2011, the SCP set aside the judgement of the HC and directed it to decide the case afresh. The matter is pending
adjudication before the HC.

As at Dec 31, 2016, the total financial exposure relating to the above case is Rs. 23.865 million (Rs. 3,136 million being the 5% of the profit and
Rs. 20,729 million interest component and penalty on delayed payment). No provision has been made in these unconsolidated financial statements
as any payment made by the Company is a pass through item under the PPA.

Following the amendments made by the Finance Act 2006 to the Companies Profits (Workers' Participation) Act, 1968 (the Act), the Company
established the Hubco Workers' Participation Fund on August 03, 2007 to allocate the amount of annual profits stipulated by the Act for distribution
amongst worker(s) eligible to receive such benefits under the Act and any amendments thereto from time to time.

During the current period, the Supreme Court of Pakistan (SCP) vide its judgement dated November 10, 2016 set aside the amendments made to
the Companies Profits (Workers” Participation) Act, 1968 (the Act) by money bills (Finance Acts) of 2006, 2007 and 2008 as ultra vires to the
provisions of the Constitution of Pakistan (the Constitution). Accordingly, subject to the provisions of the Sindh Companies Profits (Workers’
Participation) Act, 2015 (Sindh WPPF) and 18th Amendment to the Constitution, the provisions of the Act are to be read as if the amendments
brought about by the said money bills were never made. However, the Federal Board of Revenue (FBR) has filed a review petition with the SCP in
respect of the said decision. The Company is currently in the process of assessing the potential impact of the above decision with respect to the
applicability of the Act/ Sindh WPPF, although financial impact, if any, will be a pass-through item under the respective PPAs.

13. RELATED PARTY TRANSACTIONS AND BALANCES

Related party comprises subsidiaries, associated companies, companies where directors also hold directorship, retirement benefit funds and key
management personnel. Significant transactions and balances with related parties, other than those which have been disclosed elsewhere in these
condensed interim unconsolidated financial statements are as follows:

13.1 Details of Transactions

6 months ended o months ended

Dec 2016 Dec 2015

(Rs. '000s) (Re. "000%)
Subsidiary - LEL
Reimbursable expenses incurred on behalf of subsidiary 26,390 0,403
Receipts against reimbursement of expenses from subsidiary 6,856 s
Dividend received 500,685 .
Subsidiary - HPSL
Investment made in subsidiary - . 100
Reimbursable expenses incurred on behalf of subsidiary 99,224 70994
Advances to HPSL against O&M fee 34000 26137y
Advances repaid by HPSL 54,000 23S
Disposal of assets 12,372 - N
Subsidiary - HPHL
Investment made in subsidiary 424,000 299300
Reimbursable expenses incurred on behalf of subsidiary 93650 ~  9usT2
Receipts against reimbursement of expenses from subsidiary 7,099
Subsidiary - NEL

Investment made in subsidiary - 100
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THE HUB POWER COMPANY LIMITED
NOTES TO THE CONDENSED INTERIM CONSOLIDATED
HUBCO FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2016

1. STATUS AND NATURE OF BUSINESS

The Hub Power Company Limited (the "holding company") was incorporated in Pakistan on August 1, 1991 as a Public Limited Company under the
Companies Ordinance, 1984 (the "Ordinance"). The shares of the holding company are listed on Pakistan Stock Exchange Limited (PSX) whereas its
Global Depository Receipts are listed on the Luxembourg Stock Exchange. The principal activities of the holding company are to develop, own, operate
and maintain power stations. The holding company owns an oil-fired power station of 1,200 MW (net) in Balochistan (Hub plant) and a 214 MW (net)
oil-fired power station in Punjab (Narowal plant).

The Group consists of:

®  The Hub Power Company Limited (the holding company);
*  Laraib Energy Limited (LEL) - Holding of 74.95%;

®*  Hub Power Holdings Limited (HPHL) - Holding of 100%;
=  Hub Power Services Limited (HPSL) - Holding of 100%;
®=  Narowal Energy Limited (NEL) - Holding of 100%; and

®  Thar Energy Limited (TEL) - Holding of 100%.

Proposed Narowal Demerger

Under the existing tax laws of Pakistan, if Narowal were demerged into a separate legal entity, it would have lost its tax-exempt status from taxation on
the income from power generation. The holding company requested the Private Power and Infrastructure Board (PPIB) for the appropriate changes in
the tax laws so that Narowal could be demerged into a separate legal entity. The holding company has received the Economic Coordination
Committee’s (ECC) approval for the changes in tax laws enabling the holding company to demerge Narowal into a separate legal entity having the same
tax exempt status, after demerger, as it enjoys now. The holding company has incorporated a wholly owned subsidiary, NEL.

During the current period, the Board of Directors of the holding company approved the Scheme of Demerger (Scheme) of Narowal plant along with
related assets, liabilities, retained earnings, commitment and contingencies (Narowal Undertaking). Pursuant to the Scheme, on the Effective Date, the
holding company will transfer Narowal Undertaking as of that date, into a separate legal entity — Narowal Energy Limited (NEL), against the
subscription of share capital at book value.

The holding company has also obtained necessary approvals from PPIB, lenders, creditors, and other relevant authorities and filed a petition with the
Honorable Sindh High Court (SHC) for the approval of the Scheme. SHC issued an interim order whereby the holding company was directed to fulfill
certain requirements laid down by the SHC which are currently in process. The proposed demerger is a common control transaction which will not
result in any change in the ownership whereby the holding company will own 100% of NEL and consequently the economic benefits of Narowal
Undertaking will be derived through the continuous use instead of sale.

Thar Energy Limited (TEL)

In accordance with the terms of Letter of Intent (LOI) issued by PPIB on August 02, 2016, TEL has submitted its application for Generation License
(GL) and tariff determination before NEPRA. Tariff application was approved by NEPRA on October 18, 2016.

PPIB has issued Letter of Support (LOS) to TEL on December 09, 2016. As per the terms of the LOS, the holding company provided performance
guarantee in favour of PPIB which require TEL to (i) achieve the Financial Closing of the Project no later than nine months from the date of LOS and
(ii) enter into the Implementation Agreement, Power Purchase Agreement and Water Use Agreement not later than three months prior to the financial
closing date. PPIB is entitled to encash the performance guarantees in case TEL is not able to meet the above conditions or TEL decides to exercise
termination option as defined in the LOS. TEL has also signed the Engineering, Procurement and Construction (EPC) contract for 1x330 MW Coal
Power Plant on December 29, 2016. Subsequent to the period end, the IA and PPA of TEL have been initialed on January 25, 2017.

2. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies and methods of computation followed for the preparation of these condensed interim consolidated financial statements are
same, as those applied in preparing the consolidated financial statements for the year ended June 30, 2016, except for the following:

2.1 NON-CURRENT ASSETS CLASSIFIED AS HELD FOR SALE

Non-current assets are classified as held for sale if their carrying amount is to be recovered principally through a sale transaction rather than
through continuing use. These assets are available for sale in their present condition subject only to terms that are usual and customary for sale
of such assets and their sale is highly probable.

The holding company measures its non-current assets classified as held for sale at the lower of carrying amount and fair value less costs to sell.
Costs to sell signify the incremental costs directly attributable to the disposal of assets, excluding finance costs and income tax expense.

3. BASIS OF PREPARATION

These unaudited condensed interim consolidated financial statements for the half year ended December 31, 2016 have been prepared in accordance
with the requirements of IAS 34 "Interim Financial Reporting" and provisions of and directives issued under the Ordinance. In case requirements differ,
the provisions of and directives issued under the Ordinance have been followed.

These condensed interim consolidated financial statements do not include all the information and disclosures as required in the annual consolidated
financial statements and should be read in conjunction with the holding company's annual consolidated financial statements for the year ended June 30,
2016.
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10. TRADE AND OTHER PAYABLES

These include a sum of Rs. 70,145 million (June 2016: Rs. 62,072 million) payable to Pakistan State Oil Company Limited (PSO), out of which
overdue amount is Rs. 61,985 million (June 2016: Rs. 56,668 million).

The delay in payments to PSO carries mark-up at the SBP discount rate plus 2% per annum compounded semi-annually.

11. SHORT TERM BORROWINGS - Secured Dec 2016 Jun 2016
(Rs. '000s) (Rs. '000s)
Note (Unaudited) (Audited)
Finances under mark-up arrangements 1.1t 11.4 23,637,031 16,540,219
11.1 The facilities for running finances available from various banks / financial institutions amounted to Rs. 29,025 million (June 2016: Rs. 26,825

11.2

11.3

11.4

million) at mark-up ranging between 0.40% to 2.00% per annum above one / three month KIBOR. The mark-up on the facilities is payable on
monthly / quarterly basis in arrears. The facilities will expire during the period commencing March 31, 2017 to January 18, 2018. Any late
payment by the holding company is subject to an additional payment of 2.00% per annum above the normal mark-up rate.

11.1.1 The facilities amounting to Rs. 24,600 million (June 2016: Rs. 22,400 million) are secured by way of charge over the trade debts and
stocks of the holding company for the Hub plant pari passu with the existing charge.

11.1.2 The facilities amounting to Rs. 4,425 million (June 2016: Rs. 4,425 million) are secured by way of:

(a) a first ranking charge on all present and future (i) amounts standing to the credit of the Energy Payment Collection Account and
the Master Facility Account, (ii) Fuel, lube, fuel stocks at the Narowal plant; and (iii) the Energy Payment Receivables of
Narowal plant.

(b) asubordinated charge on all present and future plant, machinery and equipment and other moveable assets of the Narowal plant
excluding; (i) the immoveable properties; (ii) Hypothecated Assets under first ranking charge; (iii) the Energy Payment
Collection Account, Working Capital Facility Accounts and the Master Facility Account; (iv) the Energy Payment Receivables;
(v) all of the Project Company's right, title and interest in the Project Documents (including any receivables thereunder); and
(vi) all current assets.

11.1.3 This includes a sum of Rs. 1,467 million (June 2016: Rs. 1,353 million) payable to associated undertakings. The available facilities
amounted to Rs. 2,275 million (June 2016: Rs. 2,275 million). These facilities are secured by way of securities mentioned in note
11.1.1 and 11.1.2.

The holding company has Murabaha facility agreements with banks for an amount of Rs. 625 million (June 2016: Rs. 625 million) at a mark-up
of 2.00% per annum above three month KIBOR. The mark-up on the facilities is payable on quarterly basis in arrears. These facilities will expire
on August 26, 2017. Any late payment by the holding company is subject to an additional payment of 2.00% per annum above the normal mark-
up rate. These facilities are secured by way of securities mentioned in note 11.1.2.

The holding company has entered into a Musharaka agreements amounting to Rs. 1,135 million (June 2016: Rs. 1,135 million) at a mark-up of
upto 0.75% per annum above three month KIBOR. The mark-up on the facilities are payable on quarterly basis in arrears. This facility will
expire during the period commencing September 30, 2017 to November 30, 2017. Any late payment by the holding company is subject to an
additional payment of 2.00% per annum above the normal mark-up rate. These facilities are secured by way of securities mentioned in note
11.1.2.

The holding company has also entered into a Musharaka agreement amounting to Rs. 400 million (June 2016: Rs. 400 million) at a mark-up of
0.5% per annum above three month KIBOR. The mark-up on the facility is payable on quarterly basis in arrears. This facility will expire on June
30, 2017. Any late payment by the holding company is subject to an additional payment of 2.00% per annum above the normal mark-up rate.
This facility is secured by way of securities mentioned in note 11.1.1.

12. COMMITMENTS AND CONTINGENCIES

There is no material change in the status of contingencies and commitments as disclosed in the annual consolidated financial statements of the holding
company for the year ended June 30, 2016, except as follows:

12.1

In accordance with the Agreement of Land Use Right, the holding company is required to legally transfer the Proposed Land of 301 Acres to
CPHGC within a period of thirty days following the Financial Close of CPHGC. The shareholders of the holding company in their Annual
General Meeting held on October 18, 2016 approved the disposal of the land to CPHGC at its fair value to be determined by the valuer
appointed by the Power Purchaser of Hub Plant. Further, the shareholders of the holding company also approved that the sale proceeds of the
land sold to CPHGC will be passed on to the Power Purchaser of the Hub Plant.
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