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Vision & Mission Statement

VISION STATEMENT

To ensure un-interrupted power supply to the valuable customers of the
Metropolis signifying a productive and constructive role of KESC in socio economic
activities and revival of national economy by way of sustainable industrial growth.

MISSION STATEMENT

- To Generate, Transmit and Distribute electricity for the progress &
prosperity of the people of metropolis.

* To excel customer expectations with reliable, stable and affordable
electric power.

= To improve the safety and quality of work place for its employees.

- To develop growth opportunities for the company, its employees,
customers and stakeholders.

* To be ethical in compliance of all the applicable laws and corporate

practices in letter & spirit.

CORPORATE VALUES

Our Management and Employees
“ Murturing and developing human resources.

* Developing managerial culture oriented towards empowerment of the
Company’s performing units.

- Provide an environment for continual improvement and innovation,
open communication and team work.

- Recognize and reward achievements and contributions.

Our Shareholders
- Protect the interest of the Company's shareholders and other
stakeholders.

* Be fully alive to social responsibility as a responsible corporate
citizen.

Our Consumers
* According high priority to consumer satisfaction

- Maintaining high standards of quality, efficiency, reliability and
safety through the use of modern technology and practices.

- Full commitment to environmental protection.

- Exceed consumers' requirement and satisfactions.

: Offer reasonable tariff.
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Notice of Meeting

Motice is hereby given that the 98™ Annual General Meeting of the Karachi Electric Supply
Company Limited shall be held at Navy Welfare Centre, Liaquat Barracks, Karachi on
Saturday, 29" November 2008 at 11:30 a.m. to transact the following business:

ORDINARY BUSINESS
1. To confirm Minutes of the Annual General Meeting (AGM) held on 30 October 2007,

1. To receive and adopt the Directors” Report and the Audited Financial Statements
[with the Auditors' Report) for the year ended 30 June 2008.

1. To appoint Auditors in place of retiring Auditors, M/fs. Ford Rhodes Sidat Hyder &
Co., for the FY 2008-09 and to fix their remuneration.

SPECIAL BUSINESS
4. To consider and approve amendment in Articles of Association of the Company and
for the purpose to pass the following as Special Resolution:

“RESOLVED THAT Article 69-A, as set out below, be and is hereby added to
the Articles of Association of the Company after Article-69;-

69-A. The meetings of the Board of Directors and Committees of Directors in
emergent situations may be held through tele / video conferencing
pursuant to such conditions and guidelines specified by SECP from time
to time.”™

Any other business with the permission of the Chair,

statement u/s 160({1)(b) is being sent to the members of the Company along with the
Matice.

By order of the Board

ez

Uzma Amjad Ali
Karachi: & Movember 2008 Chief Liegal Advisor & Company Secretary

Karachi Electric Supply Company Ltd.
N.B.

(i) Transfer Books of the Company will remain closed from 22 Movember 2008 to 29
Movember 2008 (both days inclusive).

(i) A member entitled to attend and vote at the meeting may appoint a proxy in
writing to attend the meeting and vote on the member's behalf. A proxy must be a
member of the Company,

(iii)  Duly completed forms of proxy must be deposited with the Company Secretary at
the Registered Office of the Company not later than 48 hours before the time
appointed for the meeting.

(ivi  Shareholders [(Mon-CDC) are requested to promptly motify the Company of any
change in their addresses. All the Shareholders holding their shares through the
CDC are requested to please update their addresses with their Participants.
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Notice of Meeting

ivi  Shareholders who have not yet submitted photocopy of their Computerized
Mational Identity Card {CNIC) to the Company are requested to send the same at
the earliest.

CDC account holders will further have to follow the under mentioned guidelines as laid
down in Circular 1 dated 26 January, 2000 issued by the Securities & Exchange Commission
of Pakistan.

A, For attending the meeting
i}y In case of individuals, the account holders or sub-account holders
whose registration details are uploaded as per the Regulations shall
authenticate his/her identity by showing his/her original
Computerized National Identity Card (CMIC) or original passport at the
time of attending the meeting.

[ii} In case of corporate entity, the Board of Directors’ resolution / power
of attorney with specimen signature of the nominee shall be produced
{unless it has been provided earlier) at the time of the meeting.

B. For appointing proxies
iy In case of individuals, the account holders or sub-account holders
whose registration details are uploaded as per the Regulations shall
submit the proxy form as per the above requirement.

(ii} Attested copies of CMIC or the passport of the beneficial owners and
the proxy shall be furnished with the prosy form.

{iii} The proxy shall produce his original CHIC or original passport at the
time of the meeting.

(iv} In case of corporate entity, the Board of Directors’ resolution / power
of attorney with specimen signature shall be submitted (unless it has
been provided earlier) along with proxy form to the Company.

(v} The proxy form will be witnessed by two persons whose names,
addresses and CHIC numbers shall be mentioned on the form.

Statement U/s 160(1)({b) of Companies Ordinance 1984

The proposed amendment in Articles of Association of the Company would facilitate
foreign-based Directors of the Company to attend the meetings of Board of Directors and
Directors Committees through tele/video conferencing. The proposed amendment is in
line with said facility approved by 5ECP in its Circular No.20/2005 dated 10 November
2005.

The Directors have no interest In the Special Business as above.
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Directors Report to the Shareholders

The Directors of the Karachi Electric Supply Company Limited (formerly Karachi
Electric Supply Corporation Limited) are pleased to present the 96" Annual Report
and Audited Accounts of the Company and the Auditors’ Report thereon for the
financial year ended 30 June 2008.

OVERVIEW

In November 2005 on transfer of 71.5% shares and management control by Government of
Pakistan (GOP) to KES Power Limited, a company incorporated in the Cayman Islands, the
Board of Directors of the Company was reconstituted accordingly. During the decade
preceding privatization, the Company faced grave financial, technical, operational and other
difficulties. Upon privatization the difficulties besetting the Company were mainly
attributable to the absence of a phased and structured program for enhancement,
rehabilitation, improvement and augmentation of generation and network during the
preceding decade. While the demand for electrical power was increasing at a rate of up to
approximately 7 - 10% annually, no material enhancement of facilities was carried out. The
last addition in generating capacity of the Company was made back in 1997 when BQPS Unit-6
of 210 MW was commissioned. GOP had been giving an average annual subsidy of
approximately Rs.B.5 billion to help the Company finance its operating cash shortfall which
subsidy has been ceased since Movember 2005 resulting in a direct financial saving of
equivalent corresponding amount to GOP. The demand and supply gap of electricity had
continued to widen with ever increasing demand of electricity and deteriorating supply
suffering from de-rating of generating capacity up to 70% of the installed capacity, was
exacerbated by high technical energy losses in the transmission & distribution network.

Post-privatization, responsibility of managing the Company was distributed between
Operations Management and Corporate Management. Siemens Pakistan was engaged under an
Operation & Management Agreement with singular focus to develop the processes and skills
necessary to optimally utilize the Company’s resources for technical enhancement, improved
billing processes B automation and staff development in order to achieve the main objective
of O&M agreement to make the Company profitable in a pericd of two (2) years.
Unfortunately Siemens could mot deliver and ORM Agreement was terminated effective from
& Movember 2007 and the matter is now subjudice. The failure on the part of O&M contractor
in achieving the main objective to transform the company into a profitable entity within
two(l) years is evident from the level of T&D losses which continued to be in the alarming
zone of 34% to 35% and accumulated loss of the company has risen from Rs.19.631 billion as
on 31 December 2005 to Rs.41.069 billion as on 31 December 2007,

The Company serves a total customer base of almost 2.157 million of which 1.6 million are
residential consumers, 520,000 commercial and 37,000 industrial & agricultural consumers.
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i
COMMITMENT & SUPPORT OF THE OWNERS

The commitment, support and interest of the owners and GOP to transform the company inta
an efficient and profitable organization are evident from the below given facts:-

i. Equity injection of Rs.6 billion (USD 100 M) through Redeemable Preference Shares
(RPS) by KES Power (74.1%) and GOP (25.65%) to finance equity component of cost of

new power plants.

ii. The financing facilities from local & international lenders for enhancing generation
capacity through setting up of new power plants, could only be managed with the
sponsors support and their corporate guarantees. Financing arrangements for such a
colossal sum of USD 125 M from IFC, USD 150 M from ADB and PKR 8000 M from local
syndicate were simply not possible on the strength of KESC's balance sheet.

fii. In May 2007, the new owners arranged another USD 50 M to meet their obligation
towards capital expenditure (primarily on network) to add to the FIP of the GOP.

iv. The GOP funded Financial Improvement Plan (FIP) has also been contributing positively
towards system improvement and loss reduction.

. Orwners have further arranged USD 15 M in October 2008 to help the Company meet its
working capital shortfall.

vi. Owners provided Equipment Guarantee to Aggreko International Project Limited in an
amount of USD 10 M for 50 MW rental generation facility to be phased in up to March
2009 in order to partly meet the summer of 2009°s power demand of the city.

The above steps clearly indicate commitment, determination and support of the owners to
steer the company out of financial, operational, technical and other difficulties besetting the
company and make it an efficient & profitable entity and to actively & positively contribute
in socig-economic growth of city of Karachi in particular and the country in general.

BOARD OF DIRECTORS

KESC Board of Directors comprises of professionals having local & international experience,
expertise and exposure which emphasizes upon best practices and good corporate
governance. BOD also includes three senior GOP nominees representing Ministry of Water &
Power, Finance Division and Member Power WAPDA. The policy / major decisions are taken
after in-depth discussions based on objective analysis, reports and recommendations of the
Management, Board Sub-Committees and professional consultants, upholding the interest of
the Company and all the stakeholders.

Busingss REVIEW

GENERATION - EXPANSION B REHABILITATION

Injection of efficient and economic generation in KESC system has been an integral
component of the turn around strategy pursued by the owners since privatization of the
Company in disregard of its unfavorable commercial impacts in the face of high system losses
and mis-match between rising cost of prime inputs and applicable tariff. The last addition in
generating capacity of KESC was made back in 1997 when BOPS unit-& of 220 MW was
commissioned. A 830 MW power plant at BOPS was approved by the Board as early as June
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2006, which contract unfortunately could not be finalized despite all out efforts of KESC
management.

Contract for setting up 220 MW combined cycle power plant at KTPS was awarded in January
2007, Gas Turbine Units-1 & 2 have already been synchronized with the system and are
undergoing various commissioning tests, whereas third and fourth GTs of identical generating
capacity are likely to be commissioned by Movember 2008 and Steam Turbine of 26,378 MW
would be operative in July 2009.

Contract for setting up new power plant phase-ll BQPS extension of 560 MW combined cycle
project has been awarded in June 2008. The project comprises of three (3) GTs of 128.90 MW
each (150 capacity) and one (1) Steam Turbine of approximately 185 MW and the project is
likely to be commissioned in the year 2010-11.

De-rating of the existing generating capacity spanning over last couple of decades has been
arrested through a systematic maintenance and rehabilitation plan as a result of which
generating capacity has been enhanced by approximately 190 MW.

TRANSMISSION & DISTRIBUTION NETWORK - EXPANSION & REHABILITATION

An outdated and dilapidated transmission and distribution infrastructure was inherited by the
owners and overloading of the twin networks was also responsible for high technical energy
losses in the transmission & distribution system in addition to administrative losses.

Strategic Plan with implementation mechanism was prepared for rehabilitation of
transmission and distribution network which has been under execution in a phased and
prioritized manner. A number of critically important projects have been commissioned or are
in the final stage of completion which have relatively improved network reliability and
increased transmission & distribution capacity and reduced technical losses. During the year
under review the following four (4) GIS grid stations were completed and commissioned:

i 220 KV Baldia Grid Station (Extension)

ii. 132 KY West Wharf Grid Station (Mew)

1. 132 KV Old Town Grid Station (New)

fv. 220 / 132 KV KDA Scheme 33 Grid Station (Extension)

Whereas nine (9) 132 KV GIS Hybrid Grid Stations are in various stages of completion and shall
be commissioned in a phased manner by 17 November 2008 which would further improve
network reliability and capacity of the transmission network. However, considering the
degree of fragile and dilapidated T&D infrastructure inherited by the new management, the
improved results in tangible form such as improvement in system stability and voltage profile,
enhanced transmission capacity & flexibility, reduction in overloading of power transformers
& 11KV feeders and load-shedding would be more visible in the near future,

61 KM of 132 KV underground cables have been laid and energized during the year under
review, whereas another 117 KM is under executiom which would further augment and
improve the transmission network. Establishment of computerized system for management of
generation, transmission and distribution known as SCADA had been planned and is being
executed as one of the prioritized projects, fifty percent (50%) progress has been achieved
and provisional taking over of the project is scheduled by 31 March 2009. The commissioning
of this critically important project would significantly improve efficiency of power system
control & monitoring, facilitate timely operational decisions & economic dispatch of power
and would minimize outages and technical losses.
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During the year under review, distribution system has been auvgmented & expanded through
addition of 151,443 KM 11KV overhead & 334,972 KM underground lines and 839,101 KM 400
overhead & 85,790 KM underground lines and 2204 11KV distribution substations / PMTs. The
11KV distribution capacity has been increased by 127,375 MVA (3%) from 4,310,515 MVA to
4 437 BO0 MVA.

FINANCIAL RESULTS

As expected losses continued in the initial years of privatization and it would be observed
from the statements of accounts that after meeting all operational and administration costs,
including depreciation and tariff subsidy from the GOP and before tax the accounts show a

loss of:
Rs. In Thousands
- Loss before Taxation (15,752,045)

: Add: Taxation (319, 862)
(16,071,907)

Brought forward losses (34,793,268)
Making a total {loss) carried over to next year (50,865,175)

It is informed that:

i All contingent liabilities have been duly disclosed in note no.31.1. It is also clarified
that after resolution of the disputes it is expected that there will be no financial
impact in this regard.

. The key factors responsible for Transmission & Distribution (T&D) losses are old and
outdated distribution network and theft of electricity. Improvement of the system is
undertaken with the help of Financial Improvement Plan (FIP), financed by GOP as
well as through capex budget of the Company. It is expected that after completion of
network improvement, the T&D losses shall stand reduced to a reasonable level.

iii. The Company has obtained all requisite statutory approvals with regard to issuance
and allotment of Redeemable Preference Shares (RPS), under the provisions of
Companies Ordinance, 1984, and Companies Share Capital (Variation in Rights &
Privileges) Rules 2000, as a part of equity. Required returns for allotment of RPS as
equity have also been filed with and accepted by SECP. However, the impending
verdict of SECP on the appropriate way of disclosure of this subject shall be complied
with in letter & spirit.

KESC own generation has increased by 6% during the year under review over last year.
Increase in KESC generation is attributable to 11.7% increased generation at BOQPS which was
partly offset due to reduced generation at KTPS, SGTPS and KTGTPS due to short supply of
gas, outages and de-commissioning of KTPS Unit-1. Auxiliary consumption reduced by 0.2%
mainly due to closure of uneconomical KTPS unit-1.

Total KESC umits sent out registered an increase of 6.2% as compared to 6% increase in units
generated. Power purchase decreased by 2.7% over corresponding period last year due to
short supply from WAPDA by 16.98% which was offset partly by increased purchases from
other sources. Total units available for distribution increased by 2%, whereas units billed
increased by 2.2%, the additional units billed were contributed through 2% increase in units
available for distribution and nominal {0.1%) reduction in T&D losses over last year.
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Revenue from sale of energy has gone up by 11.07% due to collective impact of 2.2% increase
in sales, enhancement of average selling rate by 7.5% and 10% on account of tariff increase

allowed by MEPRA from 24 February 2007 and 1 March 2008 respectively and favorable sale
mix.

Increase in revenue was more than offset by phenomenal increase in fuel bill by 25.47%
outbalancing 2.2% increase achieved in units billed, Availability of gas for power generation
significantly decreased constituting 73% of fuel consumption ratio which was B0 during last
vear. Short supply of gas, as a result of increased winter demand and GOP's decision to
divert maximum gas supply to northern parts of the Country, compelled the Company to use
expensive furnace oil to minimize load shedding and to facilitate our valued consumers as
much as possible., Consequently, fuel bill spiraled by Rs.7,284 million to Rs.35 884 million as
compared to Rs,. 28,600 million last vear which adversely impacted the bottom line of PRL
account. Cost of power purchases increased by 11.91% despite 1.7% reduction in number of
units purchased which is exclusively attributable to steep rise in furnace oll price registered
during the period under review. Operation & Maintenance [DEM) expenses increased by
12.5% which s mainly attributable 20% salary enhancement allowed to the employess of the
Company and to maintenance and operation of dilapidated Transmission & Distribution (T&D)
network inherited by the new management. Loss before tax, as & result of cumulative impact
of contributing factors as above, increased by 31.74% from Rs.11,957 million to Rs.15,752
million, which is mainly attributable to inflated fuel bill due to short supply of gas, partly
offset by increased revenue through additional number of wunits generated and sold. It is
pertinent to mention that cost of fuel B power purchase, depreciation, and financial charges
collectively constitute approximately B4% (Rs 57,674 million) of total expenditures (Rs 68357
millian) of the Company which are, by and large. bevond the control of Management.

STATUTORY PAYMENTS

Government levies outstanding as on 30 June 2008 have been disclosed in Note 26 of the
financial statement.

COMPLIANCE OF THE CODE OoF CORPORATE GOVERNAMNCE
The Directors are pleased to report and the Auditors, In their Report to the Shareholders,
certified that:

a. The financial statements of the Company have been prepared in conformity with the
provisions of the Companies Ordinance, 1984, and present fairly its state of affairs,
results of its operations, cash flows and changes in equity.

b. Proper books of accounts of the Company have been maintained.

C: Appropriate accounting policies as stated in the notes annexed to the accounts have
been consistently applied.

d. International Accounting Standards as applicable in Pakistan have been followed and
any departure, there from, has been adequately disclosed.

g, The system of internal control is sound in design and effective in implementation.

f. There are no significant doubts about the Company's ability to continue as a going
concern.

2. There has been no material departure from the best practices of Corporate

Governance as detailed in the listing regulations.,

h. Key operating and financial data of the Company for the last ten (10) years are given
an page-17.
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. The Company is in the process of consolidatiom and restructuring to extinguish the
accumulated loss and stage a turn arcund and has therefore not declared dividend /
bonus shares. Loss per share (LPS) for the year under review is Rs1.22,

j The details of KE3C on-going projects and futwure prospects have been sufficiently
covered in the Directors’ Report.

k. Thie value of the investments of KESC Provident Fund is 5.39 billion as on 30.06.2008,
whereas gratuity scheme of the Company is not funded and pension scheme does not
exist.

L. Statement of the Board and Audit Committee’s meetings held during the year is given
on page-&3.

m. Pattern of shareholding is placed on page-64-69.

FUTURE PROSPECTS

Mr. Haveed lsmail has assumed the position of Chief Executive Officer of the Company
effective from 16 September 2008 in place of Syed Muhammad Amjad and Mr. Jalil Tarin has
replaced Mr. Muhammad Asghar as Chief Financial Officer of the Company.

M. Maveed lsmail is a high profile professional engineer and possesses hands on experience
and exposure in power sector and has a proven track record of managing companies operating
under difficult circumstances and successfully turning them into efficient & profitable entities
in Kazakistan, Ukraine, Georgia, Chile and Argentima. Mr. Jalil Tarin, a senior chartered
accountant, who brings with him rich experience of financial management in local
environment in a professional manner matching international standards.

In addition a team of professional engineers and managers representing core activity areas
and possessing experience, expertise and specialized skills in relevant fields, have been
brought in Generation, Transmission & Distribution, Human Resources, Supply Chain,
Information Techmology, Treasury, Finance & Accounts, Communication amd Contract
Specialists in order to implement a comprehensive strategy emphasizing an essential and
positive change in both qualitative and quantitative areas of operations & management and to
introduce cultural and corporate structural changes designed to introduce best practices
framework and corporate governance across all areas of business operations focusing on main
objectives of turning the company around., The services and experience of existing human
resources of the Company will also be productively utilized in a competitive, equal-
opportunity and merit-based environment.

The main focus and concentration shall continue to be on improving the core activity of the
Company and bridging the prevailing gap between electricity demand and supply and also to
cater for additional future demand. Concerted efforts shall be made for delivery and
commissioning of new power plant phase-l of 220 MW and phase-Il of 560 MW within the set
time-lines in order to benefit the valued consumers of the Company, Karachi based industries
and national economy at large in disregard of short term commercial interest of the Company.

The past policy of deferring generation capacity enhancement which resulted in no injection
of fresh generation capacity since 1997 has been done away with, in the best national
interest. The measures taken to-date have brought about an increase of approximately 190
MW in the existing generation capacity which shall further be enhanced on sustainable basis,
All the options are being explored and exercised in order to meeting ever-increasing
electricity demand on short, medivm and long term basis. A number of power rental
proposals are under negotiation and the Company has recently entered into a Power Rental
Agreement with M/s. Aggreko International Project Limited for generation facilities of 50 MW
which shall be phased in and commissioned by early March 2009 and shall help partly meet
the summer of 2009's electricity demand.
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The structured and systematic approach adopted by the Company to address each issue with
the objective of improving output and services and relationship with customers shall be
continued and reinforced in future.

Improwing & expending network infrastructure, reducing technical & administrative losses,
developing human resources capital of the Company and improving quality & standard of
customer service shall continue to be among the top priority areas, to benefit all
stakeholders. The concerted efforts of the management are likely to produce improved
operating & financial results in future.

POST BALANCE-SHEET EVENT

Subsequent to the balance sheet date, principal shareholder of the Company, KES Power
Limited (KES Power) has entered into an agreement with, a special purpose wehicle (Abraaj)
managed by Abraaj Investment Management Limited pursuant to which Abraaj will, subject to
fulfillment of certain conditions precedent (including regulatory and contractual approvals),
subscribe for new shares in KES Power resulting in Abraaj holding 50% of the increased share
capital of KES Power and having principal management control of KES Power.

AUDITORS

The present auditors, Messrs Ford Rhodes Sidat Hyder B Co., Chartered Accountants, retire
and being eligible, have offered themselves for reappointment, which re-appointment has
been recommended for the next term by the Board Audit Committee.

ACKNOWLEDGEMENTS
The Board wishes to extend its gratitude to the GOP, shareholders and customers for their

cooperation and support and appreciation to the employees of the Company.
Far and on behalf of the Board
|I - ;:'-- "~," §
W) Reyral )
Maveed lsmail

Chief Executive Officer

Karachi, 30 October 2008
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Statement of Compliance

Statement of Compliance with Best Practices
of Good Corporate Governance

This statement is being presented to comply with the Code of Corporate Govermance
contained in the Listing Regulations of Karachi, Lahore and Islamabad 5tock Exchanges for the
purposes of establishing a frame work of good governance, whereby a listed company is
managed in compliance with the best practices of Corporate Governance.

The Company has applied the principles contained in the Code in the following manner:-

1. There has been no material departure from the best practices of corporate governance
as detailed in the listing regulations.

1. The company encourages representation of independent non-executive directors and
directors representing minority interests on its Board of Directors. The investment of
minority shareholders in the capital of the Company is quite insignificant. The
proportionate representation (merely 0.013%), of an already negligible minority
interests (just 1.35%), at election of directors in AGM on 9 December 2006, was not
considered effective and meaningful representation of minority interests. At present
there is no independent non-executive director on the Board of Directors representing
the minority shareholders. Electiom of Directors would be held at next AGM of the
Company in 2009.

3. Although three GOP nominated directors on the Board may not technically qualify as
independent directors, they certainly qualify the test prescribed in the Code and they
do exercise independent business judgments.

4, Chief Executive is the only executive director of the Company out of thirteen
directors.
5. The Directors of the Company have confirmed that none of them is serving as a

Director in maore than ten listed companies, including this Company.

b, All the Resident Directors of the Company are registered as taxpayers, whereas the
condition of being a Registered Tax Payer in Pakistan does not apply to foreign
nationals and non-resident Pakistanis. None of them has defaulted in payment of any
loan to a banking company, a DFl or an NBFC or being a member of a stock exchange
or has been declared as a defaulter by that stock exchange.

7. The Directors filled up casual vacancies occurring on the Board within thirty days with
the exception of a casual vacancy created due to demise of a GOP nominated director.
GOP nomination for the vacant position is awaited.

8. The Company had prepared a “Statement of Ethics & Business Practices™, duly
approved by the Board of Directors and circulated among the employees / directors of
the Company. However, in the face of changed scenario post privatization, the
Company is in the process of review, update & improve “Statement of Ethics &
Business Practices “which is likely to be finalized shortly"”.
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Statement of Compliance

The Board has developed a Vision & Mission Statement, overall corporate strategy and
significant policies of the Company. The complete record of particulars of significant
policies along with the dates on which they were approved / amended, as conveyed by
the Board's Secretariat, is maintained by the respective Departments / Divisions.

All the powers of the Board have been duly exercised and the Board has taken decision
on material transactions, including appointment, determination of remuneration and
terms B conditions of employment of the CEOQ.

The Board members are well aware of their duties & responsibilities. Orientation
Course was arranged for the Directors to apprise them of their duties &
responsibilities.

The meetings of the Board were presided over by the Chairman and in his absence, by
a Director elected by the Board for the purpose and the Board met four (4) times
during the year and a meeting of Board was held in every quarter. Written notices of
the Board meetings, along with agenda and working papers, were circulated at least
seven (7) days before the meetings. The minutes of the meetings were appropriately
recorded and circulated within thirty (30) days.

The Board has approved appointment of Chief Financial Officer, Company Secretary
and Chief Internal Auditor, including their remuneration and terms & conditions of
employment, as recommended by the CEQ under KESC Rules.

The Directors” Report for this year has been prepared in compliance with the
requirement of the Code and fully describes the salient matters required to be
disclosed.

The financial statements of the Company were duly endorsed by CEO and CFO before
approval of the Board.

The Directors, CEQ and executives do not hold any interest in the shares of the
Company other than that disclosed in the pattern of shareholding.

The Company has complied with the corporate and financial reporting requirements of
the Code,

The Board has formed an Audit Committee, it comprises of four members. All of them
are non-executive Directors including the Chairman of the Committee.

The meetings of the Board's Audit Committee (BAC) were held prior to approval of
interim and final results of the Company and before & after completion of external
audit, as reqguired by the Code. The Audit Committee met during every quarter of FY
2007-08. The terms of reference of the Committee have been framed and the
Committee was duly informed for compliance.
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Statement of Compliance

20. The Board has set up an effective internal audit function for the Company, which was
fully operational during the year,

21.  The statutory Auditors of the Company have confirmed that they have been given a
satisfactory rating under the guality control review program of the Institute of
Chartered Accountants of Pakistan, that they or any of the partners of the firm, their
spouse and minor children do not hold shares of the Company and that the firm and all
its partners are in compliance with International Federation of Accountants (IFAC)
guidelines on Code of Ethics as adopted by Imstitute of Chartered Accountants of
Pakistan.

22.  The statutory Auditors or the persons associated with them have not been appointed
to provide other services.

23,  We confirm that all other material principles contained in the Code have been fully
complied with,

OH BEHALF OF THE BOARD OF DIRECTORS

¥ i "‘-._ §

1 - E i

N Sogral )
Haveed lsmail

Chief Executive Officer
Karachi: 30 October 2008
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REVIEW REPORT TO THE MEMBERS ON STATEMENT OF COMPLIANCE WITH BEST
PRACTICES OF CODE OF CORPORATE GOVERNANCE

We have reviewed the Statement of Compliance with the best practices contained in the Code of
Corporate Governance prepared by the Board of Directors of The Karachi Electric Supply
Company Limited (formerly The Karachi Electric Supply Corporation Limited) to comply with
the Listing Regulations No.37 (Chapter X1) of the Karachi Stock Exchange, Clause 45 (Chapter
XI) of the Listing Regulations of the Lahore Stock Exchange and Section 45 (Chapter Xi) of
the Listing Regulations of the Islamabad Stock Exchange where the Company is listed.

The responsibility for compliance with the Code of Corporate Governance is that of the Board of
Directors of the Company. Qur responsibility is to review, to the extent where such compitance
can be objectively verified, whether the Statement of Compliance reflects the status of the
Company's compliance with the provisions of the Code of Corporate Governance and report if it
does not. A review is limited primarily to inguiries of the Company personnel and review of
various documents prepared by the Company to comply with the Code.

As part of our audit of financial statements we are required to obtain an understanding of the
accounting and Internal control systems sufficient to plan the audit and develop an effactive
audit approach, We have not carried out any special review of the internal control system to
enable us to express an opinion as to whether the Board's statement on internal control covers
all controls and the effectiveness of such internal controls.

Based on our review, nothing has come to our attention which causes us to believe that the
Statement of Compliance does not appropriately reflect the Company’s compliance, in all

material respects, with the best practices contained in the Code of Corporate Governance for
the year ended 30 June 2008,

Karachi - 30 October, 2008 Chartered Accountants.
P
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Income and Where it Went

Our IRCome was:
From sale of energy
From other sources

wie paid out and provide:
Fuel:
Gas
Oil
Power purchased
Total Fuel and Power purchased

Tariff adjustment on account of
nCrease mn

fuel prices and cost of power
purchased

Expenses for other generation
eXPenses

Transmission and Distribution expenses
Consumer services and Billing expenses

Admin. and General expenses
Prov. for doubtful debts
Other charges

Depreciation

Financial charges

Subsidies from GOP

Surplus / [Deficit)

July-Jume
2007-08

49,606,492
3,000,264
52,606,756

17,296,974
18,587,461
32,860,895
&8, 745,330

(17,282,969)
51,462,361

1,010,217
4,858,285
1,815,863
1,829,877
1,170,989

828,538
3,507,780
1,874,691

(15,732,045)
52,606,756

July-Junie
2006-07

(Rupees in thousand)

X

¥
5
100

EE!
16
63
131

(33)
98

o] R RS Ll L D P

(30)
100

Amount

44,661,644
1,924,545
46,586,189

19,023,755
0,575,762
209,363,943
57,963,460

(14,447 ,409)
43,516,051

1,015,856
4,173,756
1,363,307
1,885,752
1,881,461

205,754
3,329,498
1,152,137

(11,957,383)
46,586,189

95.87
4.13

100.00

A0.84
20.55
63.03

124.42

(31.01)
9341

1.21
B.96
2.93
4.05
4.04
0,44
7.15
2.47

(25.67)
100.00
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Historical Highlights

| Descriprian ] |1H?-1H|1m1mllm|mn1] mul-m[ mimlm:mlmm[mm] zml.-u-rl :muul
Uty Generated MILL 0wH T i, B T T, i LR ] L Rer 5,3 BN B [ ETH
LUnis Puschased WLl DWH L] A oo 5 L 148 1.50% 364 o4 I8 50 B1H &, HT
Lins Saold MILL DWH [N i,1H L 6904 ETIT Tl T B5S Wosk  BIA7 W.568
ymrvg from Sake of Enengy . ML 20, T 11,185 15035 k113 1% 5 Hnam 14,543 L] a1 88 MEAD | e
{iter Source L mLL ) (1} 1,155 =2 1,10 1,05% 1,111 1,40 14n 1,50 1,000
Togal Rewtrape i mLL 11,066 11.¥5 14.1%) 1%, 0 1,7 FERT LI B8 a1 45 i/l
Enpemes:
it Fusl . ML WLTTT LNl 1Lam 1T 1R ITE H a5 a7 11,085 munr ¥ih4
{mit of Pawer Parchuned R mLL 1.5 11,41 1390 11,7 12,191 15,50 14,515 1 T e 1% b 12,81
Tt Fusl sPurchissd i ML 5T M3 1615 na 1.&3 #4811 Bl 40,751 SN NI BT
Less: Tard adjustrent dee

¥ inceass n fusl prices

wad oot of Poseer Punchased S ML - 11,481} Al | 7L
Mot Fuel B Power Purchesed R MILL BAT O MAI O B N4 eI BAI WA OB 47N 0% S
(MM Enguirvies) i ML 1400 1.1 m Lim 1AM 1,536 115 4,10 TA50 B & .51
IDepeiciatian R mILL 1 et 1B L rem 1k ERLH L 1,45 1413 1.5m 1,508
Finarcial Changes i ML 116X 1,043 5481 5T 1T 1,505 m 118 i 1,58 1,575
[Provizion Sor doubliul debls P MLl 1,608 1,13 174 1,79 .07 2008 p 1,308 1LE0 1,541 1,1H
Other Chaeges R ML i) m ET 1% b7 151 s w0 it % 3
Total Expersey i mLL I 1E n.1m wam 45 1 Af. M 4747 & 155 50,191 S MRS S0
Met Losa R ML AT (TM  pATET)  pEI0N TSN (SR LSS (I pead) T AmD
vt ok e prain bl Nrom
Gavt. of Pak. Under the: lerms.
ol ITpeTe A agpreTesl RS ML 7 5%
Other Subsdy rom Gal K Ll 5,19 w.5n 1, B
[Lesppeelil bolern anatien RS ML BESTI (T8 PATE)  (EIN NI @AMy 1R 80 TOM) (T 8,7
Tt [urremt i mLL 11,177} 1% ] (152} i3 1Tl (L ] (1% (] (Fik ]l 1120

Frior R mLL e}

L i Ll 11,1771 119 L ] (152} 154 1168 (i 1158 [LEn] 19 1130
[Lssa). Peslil aiter Tauation Bomll gl el (8T (63 [TTN R 108 B (R (I8 (1667
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Operating Results of Generating Stations

Description

Installed Capacity

Actual Capability
Firm Capacity
Maximum Demand
Units Generated

Auxiliary Consumption

Units Sent out

Total Power Purchased
Total Units Available
Units Billed

Units Adjusted

Total Units Billed

T & D Losses

MW

MW

MW

MW

MWH

MWH

MWH

MWH

MWH

MWH
Yo

July-June
2007-08

1,739

1,525
1,525
2,443
8,662,526

664,779
7.7%

7,997,747
6,526,528
14,524,275
10,052,092 |
(483,436) |
9,568,656

4,955,619
34.1%

July-June
2006-07

1,756

1,478
1,478
2,354
8,168,832

638,361
7.8%

7.530,471
6,707,870
14,238,341

9,367,391

9,367,391

4,870,950
34.2%
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Transmission and Distribution System

Ason | Addition| Ason
Description Length June 30, | during | Jun 30,
2007 2007-08 2008
Transmission tem
220 Kv Overhead Circuit Km 312.38 0.00 312.38
220 Kv Underground Circuit Km 14.40 1.70 16.10
132 Kv QOverhead Circuit Km 592.40 17.28 609.68
132 Kv Underground Circuit Km 72.93 22.87 95.80
66 Kv Overhead Circuit Km 164.00 -14.60 149.40
66 Kv Underground Circuit Km 3.14 0.00 3.14
220/132/66/11 Kv Grid Stations Mos. 53 -1 52
Transmission Capacity in MVA
Auto Transformers :
2207132 Kv MVA 2,750 250 3,000
132 / 66 Ky MVA 215 (115) 100
Total 2,965 135 3,100
rid P r for
132 /11 Kv MVA 3,504 279 3,873
66/ 11 Ky HATY-Y 193 (133) 60
Total 3,787 147 3,933
Distribution System
11 KV Overhead Circuit Km 2,237.557 2,237.557
11 KV Underground Circuit Km 4 308.428 4,308.428
400 V Overhead Circuit Km 9 645.869 9,645,869
400 V Underground Circuit Km 1,075.321 1,075.321
11 KV Distribution S/S/PMTs MNos. 11.034 11,034
11 KV Distribution capacity MVA 4 .310.515 4310515
Street Lights 243,329 - 243,329
Load Frequency
Description 2006-07 2007-08
1) System evening peak demand MW 2,354 a9 2,443
2) Day peak demand MW 2,335 58 2,393
J) Base demand (Night) MW 1,029 (46) 883
4) System Load Factor %% 0.00% B7.88% 67.88%
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Auditors’ Report to the Members

M Ernst s Younc B Ford Rhodes Sidat Hyder & Co. B Phone: (82-21) S650007-11
Chartered Accountanis Fax: (92-21) 56815965
Progresshee Plaza, Beaumon! Road frsf. khi & plk.ey.com
P.O. Box 15541 Oifices al Lahore & |slamabad
Karachi 75530, Pakistan W, By Compk

We have audited the annexed balance sheet of THE KARACHI ELECTRIC SUPPLY COMPANY LIMITED
(formerly The Karachi Electric Supply Corporation Limited) as at 30 June 2008 and the related profit and
loss account, the cash flow statement and the statement of changes in equity, together with the notes
forming part thereof, for the year then ended and we state that we have obtained all the information and
explanations which, to the best of our knowledge and belief, were necessary for the purposes of our audit.

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

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

(a) in our opinion, proper books of account have been kept by the Company as required by the
Companies Ordinance, 1984,

() in our opinion:

[} the balance sheet and profit and loss account, together with the notes therson, have been
drawn up in conformity with the Companies Ordinance, 1984, and are in agreement with
the books of account and are further in accordance with accounting policies consistently
applied;

(i) the expenditure incumed during the year was for the purpose of Company’s business; and

{iii) the business conducted, investments made and expenditure incurred during the year were
in accordance with the objects of the Company;

[c) in our opinion, and to the best of our information and according to the explanations given to us, the
balance sheet, profit and loss account, the cash flow statement and the statement of changes in
equity together with the notes forming part thereof conform with approved accounting standards as
applicable in Pakistan, and, give the information required by the Companies Ordinance, 1984, in
the manner so required and respectively give a true and fair view of the state of the Company's
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affairs as at 30 June 2008 and of the loss, its cash flows and changes in equity for the year then
ended; and

(d) in our opinion, no zakat was deductible at source under the Zakat and Ushr Ordinance, 1980.
Without qualifying our opinion, we draw attention to the following matters:

(i) the ultimate outcome of contingencies, arising from various matters discussed in note 31.1 to the
accompanying financial statements, cannot presently be determined and, hence, pending the
resolution thereof, no provision for any liability that may arise therefrom has been made in the
accompanying financial statements;

(i) as referred to in note 45.1 to the accompanying financial statements, transmission and
distribution losses are approximately 34.12% (2007: 34.23%) of the total electricity generated
during the year. The management of the Company maintains that one of the factors attributable to
these losses is the alleged theft of electricity, which has directly affected the profitability of the
Company. These factors, in view of the management, if controlled effectively, may enable the
Company to minimize its overall losses, The amount of theft, however, remains indeterminate; and

(iiii) as disclosed in note 18.9 to the accompanying financial statements, Redeemable Preference
shares have been treated by the Company as part of equity, in view of the requirements of the
Companies Ordinance, 1984. The matter of its classification will be dealt in accordance with the
clarification from the Securities and Exchange Commission of Pakistan, as fully explained in the
above refemred note.

Fored Rhodes Sidat Hyder & Co.
Chartered Accountants
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NON-CURRENT ASSETS

Fixed anssin
Proparty, plant and sgugpmsan
Intargibie

Long-iosm loams
Leng-ledm deposns
Chae Roem thie Gosamiman

CURRENT ABSETS
Currard portion of amouwnt duss o Bhin Gosammannt
Hiores and spares
Trade debis

Accued mtormsl on bank deposis
Crthar necabyabilan

Dewivaine inarcial assels
Taxabicn - nal

Shail-lsirm irvsaaiman

Cash and bank balances

TOTAL ASSETS

EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Share capital

Aespryes

Capital resorves
Hayorue ranmeoyes

Accirmuiied lpsses

Unrealised less on Oross CUmeENcy SWap

ADVANCE AGAINST REDEEMABLE PREFERENCE SHARE CAPMTAL

HON-CURAENT LIABILITIES
Long-1aem firancing

Long-tem depacis
Dedorrod honifag

Dslerrad revamis
Sipecilic gran from the Goverremant of Pakistan

CURRENT LIABILITIES

Tradh and ofhar payablns

Acomniod meark-un

Short- B BorrowengE

Sihot- 1@ dapoasils

Prowvisans

Curreni masurify of long-tarm linmncing
CONTINGENCIES AND COMMITMENTS
TOTAL EQUITY AND LIABILITIES

'mbuﬁmmﬂﬁﬂu11ﬂﬂ”ﬂmhﬁHHﬁﬂﬂﬂTﬁ'ﬂﬂﬁﬁ“ﬂﬂthﬂMﬂMl
i 5 [
o Sdeat |

MNaveesd Ismall
Chiaef Executive Officar

z

Hote

oo~

L1
"
12

13
14
15
18

REHBRE

BUENE

L
et

THE HARACHI ELECTRIC SUPPLY COMPANY LIMITED
fhitneily The Harsdhi Bleitri Supply Cispaiabbs Limied)|

BALANCE SHEET AS AT JUNE 30, 2008

June 30, June 30,
2008 2007
———Rupees in ‘000——
63,905,168 50,760,714
32,007 e
63,937,175 501, 7HQ 714
100,006 112,981
30,537 16,700
- _ L1ne
4,851,146 52,013,208
INTATS §I7 375 |
4,730,278 4,668, 113
12,415,704 #.840,510
407,154 293518
26,996 =8 20
. &.B88
7,286,993 6.529 655
407 504 :
197,930 278 486
100,259 807,717
2,334,148 3AET I |
28,224,531 25,307 631
93,075,677 77,320,030
52,068,169 540,504,063
HI..'IH'. ‘ | lﬂi' 172 |
_i?ﬂ.!ﬁﬂ'-"i.‘ _iprmen_
(2B.811,740)
{185,058) -
6.919,454 21,682 323
. 1,478,183
8,814,029 1138813 |
3,659 380 3353 BEB
4,548 058 4383 KAZ
11,790,530 6079, 100
4,036 441 4 702 427 |
32.945,436 20,561 855
T 38507051 | | 22098888
1,112,879 917 581
10,230,723 7,568,128
2,630,942 2,175,960
18 432 4832 ST
410,750 anrars |
53.210,777T 33,508 658
T BADOTSATT TrASn 0

5. Mohammad Akhtar Zaidi

Director
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REVEMNUE
Sale of enargy — net
Renlal of malars and agquipmant

EXPENDITURE

Purchase of electricity
Consumpdion of fuel and oil

Taritf adjustmeant on account of increase in fuel prices and
cost of power purchase

Expenses incurred in generation,
transmission & desinbution
Consumers senices and administrative expenses

Oither operating incomea
Other oparaling expenses

OPERATING LOSS
Finance costs

LOSS BEFORE TAXATION
Taxation

MET LOSS FOR THE YEAR

LOSS PER SHARE

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

u!"';l'l.:f.; ,_L""_...'_hn-qjllll_ N

Naveed lsmall
Chief Executive Officer
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PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2008

Director

Juna 30, June 30,
2008 2007

Naole Rupees in ‘00—
az 48,606,492 44 661,644
202,022 197 830

48,808,514 44,850,474
a3 (32,860,895) | | [T (28,363.943) |
a4 (35,884.435) (28,599.517) |
(68,745,330) (57.963,460)
17,282,969 | 14 447 406
(51,462,361) (43 516,051)

a5 (9,233,683) (8,444 599
36 (4,959, 328) (5,225,031}
(14,193,011) (13,669 630)

ar 2,798,242 1,726,715
38 (828.538) (205,754) |
1,969,704 1,520,961
{12,223,307) (12,148 669)
(13,B877,154) {10,805, 246)

39 (1,674,891) {1,152,137)
(15,752,045) (11,957.383)

40 (319,862) {218,595)
(16,071,807) {12,175.878)

41 RAs. (1.22) Re. (0.92)

i
Ay ] ——
5. Mohammad Akhtar Zaidi




THE HARACHI ELECTRIC SUPPLY COMPANY LIMITED
flaimeily The Harsahi Bleitrd Supply Cospaiatias Limfed)

CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2008

CASH FLOWS FROM OPERATING ACTIVITIES

Cash utilized ! generated from operations
Fayment to worker's profi paricipation fund
Payment in reapect of fatal accident

Defamrad liabilities paid
Income tax pasd
Racaipls in delerrad revanua

Inierpst on conswmar deposils pasd
Interest on shon-team hmvlngu pand
Interest recelved on bank deposits

Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Specific gramt from the Government of Pakistan - met

Capital expenditure incurmpd

Proceads from diaposal of fixed assols

Due from ftha GoP
Long-term loans

Long-term deposis

Net cash used In Investing activities

Interest on FIP funds

Transaciion cost incurred on Redeamable Preference shares
Receipis againsi Redeemablo Praferonce shane capilal

Security deposis (rom consumors

Payments to Oil & Gas Companies

Receipts from long-tarm financing
Murabaha financing

Met cash generated from financing activities

HET DECREASE IN CASH AND CASH EGUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF THE YEAR

CASH AND CASH EQUIVALENTS AT END OF THE YEAR

The annexed noles 1 1o 50 form &n Integral part of thess financial statements.

"ol et ]

Haveed lasmall

June 30, June 30,
Note 2008 2007
Rupees in ‘000
2 433,504 1,020,847
- {100
(65,307) (1.261)
(321,533) {167.692)
(239,306) (288,811}
1,039,425 1.541.715
(73,584} (69, TE4)
(941,823) {514,779}
57,594 63,542
{111,030) 1,572,697
(16,655,761) | | (12.010.094)
77816 55,353
e |l v =
13,975 6.503
(1,827} | | (10,406} |
(16,248,422}  (11.058,644)
4,180,394 3,034,934
{320, 626) (318.301)
(4.087) (12.505)
= 4523188
305,511 232 498
(224,000)
7,677,216 -
- 750,000
11.614.228 B.200,722
(4,745,224) (2.176,225)
{3,051,082) (B74,867)
43 (7,796,316)  (3.051.082)
il
#-_Jﬂ_ui_--tf

5. Mohammad Akhtar Zaidi

Chief Executive Officer

Director

Annual Report - 2008



THE KARACHI ELECTRIC SUPPLY COMPANY LIMITED
Aharserty The Hadaibs Deciic Bupply Carnpsdalion Lesibed)

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2008

ISEUED. SUBSCRIBED
AND PAID-UP CAPITAL RESERVES
Aedeemable Unrealised loss
Ordimary  Preference  Capital  Fevenue  Actumulabed on Cross
shares shares FESEMVES  FESECrVE losses Curmency Swap Teokal
Rupeas in "000
Balanca as a Jurs 30, 2006 46,084,762 = BDRATI S53T2ABE (F2EVT.I0) - 20,348,000
lssuance ol 1,291,044 901
Redesmabie Proleroncoe
shares ad As .5 sach — net = 4,508,301 s = = = o, 5408, 301
Mel loas for Te year . - g v |12,175,9r8) " 12,175 278)
Balarce os ol Jure 30, 2007 6,084, 762 4500301 B08.1T2 8372256  (34.THO.268) . 21,882, 323
issuance of 422 340,723
RAadeamabls Pralerence
Sharas Al A5 3.5 aach - ned : 1474108 . : = a 1474108
Unrealsed ogs on Cross
Currency Swap . - . . = {1E5,058) (165,058}
Mal loas for he year " . . - (18.071.907) . (18,071,207}
Balancs as i Jurs 30, 2008 46,084,763 5883407 508,172 5373356  (50.BES. 175} {165.058] 6,919, 464

Tre mannexed notes 1 fo 5 fomm @n imlegeal part of thess fnancisl statements.

MHaveed Ismail 5. Mohammad Akhtar Zaidi
Chief Executive Officer Director
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NHOTES TD THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

1. THE COMPANY AND ITS OPERATIONS

Tha Kermachi Electric Supply Company Limited (the Companys was incorporated as a imiled labiy
company on Seplembar 13, 1913 under the Indian Companigs Act, 1882, The Company Is lished on
Karachi, Lahore and islamabad Siock Exchanges. During the current year, the Company changed its
nama from The Karachi Electric Supply Corporation Limited 1o The Karachi Elsciric Supply Company
Limited,

The Company s principally engaged in the generation, ransmission and disiribubion of aleciric energy
to industrial and clher conswumears under the Electncity Act, 1910, as amended, fo |5 licensed arsas.

The registered office of the Company Is siluated at 2™ Floor, Handicraft Chamber, Abdullah Haroon
Road, Karachi,

2 STATEMENT OF COMPLIANCE

These linancal stalemenis have been prepared in accordance with approved accounting standards as
applicable in Pakistan. Approved accounfing standards comprise ol swch Infernabional Financial
Reporting Standards (IFRS) issued by the Intemalional Accounting Standards Board as ane notifked
under the Companias Ordinance, 1984, provisions of and directives issued wnder the Companias
Drdinance, 1984, In case requingments diflar, the provisions of direclives of fhae E-M-P-II‘IM Ordnancs,

1984 shall prevail.
3 SUMMARY OF SIGHIFICANT ACCOUNTING POLICIES
31 Basis of preparation

These financial statemenis have been preparad under the histonical cost convention excepd for
tha dermaative lirgncial ingtrumants which aro measuned at fair value,

3.2 Standards, interpretations and amendments to published
approved sccounting standards that are not yet effective

The foliowing revised standards and interpreiations with respect o approved accounling
standards as applicable in Pakistan would be eflective from the dates mentoned below against
the respective standard oF inberpretations.

Standard or Interpretation Effective date
(accounting periods
beginning
on or after)
1AS 1 - Presentation of Financial Statemeants (Revised) January 01, 2004
1AS 23 - Borrowings Cosis (Revisad) January 01, 2008
IAS 27 - Consolidated and Separate Financial Statemants (Revised)  January 01, 2008
IFRS 3 - Business Combinations January 01, 2008
IFRS 7 - Financial Instruments: Disclosures Judy 01, 2008
IFRS & - Operating Segments January 01, 2009
IFRIC 12 - Sarvics Concossion Arrangpements January 01, 2008
IFRIC 13 - Customar Loyally Programs Juky 01, 2008
IFRIC 14 - The Limil on Defined Banalit Azset, January 01, 2008

Minimism Funding Reguirements and thein interactons
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Tha Company expects that tha adoption of the above standards and interpratations will
have mo malberial impacl on the Company's financial stalements in the period ol initial
applicatson othar than cirain changes and enhancgmaents in presantation and disciosures,

i3 Significant accounting estimates and judgments

The preparation of financial statements in conformity with approved accounting standards
requires the use of cerain crtical accounting estimates. |t also requires managemant o
gxorcise is judgments in the process ol applying the Company's accounting policies
Estimates and judgments ame continually svaluated and are based on historic axpenancs
and other faciors, including expectations of future events that are believed 1o be reasonable
under the circumstances. Revisions to accounting estimates are recognised in the period in
which the estimate is revised and m any future periods afiected.

In the process of applying the Company’s accounting policies, managemant has made the
following estimates and judgments which are significant to the financal sialements:

Property, plant and equipment

The Company reviews appropriateness of the rate of depreciation, usaful iife and residual
value used in the calculalion of depreciation. Further, where apphcabla, an estimaie of the
recoverable amount of assets i made for possdble impairment on an annual basls, In
making these esiimales, the Company uses the technical resources avallable with the
Compamy. Any change in the astimales in the lulure might affect the carying amound of
respectiva item of properly, plant and eaquipmeant, wilh comesponding eflecls on ke
depraciation charge and impairmant.

Trade debls

The Company reviews iis doubliful trede debis &t each reporting date to assess whethar
provision should be recorded in the profit and loss account. In pardicular, jpedgment by
managament is required in tha estimation of the amourd and timing of future cash Nows
whan determining the level of provision required, Such estimates ane basoed on assumphions
about & number of faciors and actual results may difer, resulting in fulure changes 1o the
provisions.

Staff retirement benefits

Cartain actuaral assumplions have been adopted as disclosed in note 23 to the financial
slatements for valuation of present value ol defined benedil cbligatlons and fair value of plan
esgets. Any changes in these assumplions in future years might affect unrecognized gains
and kxsses in thosa years,

Tazation

In making the esfimalte for income tax payable by the Company, the Company takes into
account the applicable fax lews and the decision by appellate authorilies on cerain issues

in the past.
Dorivatives

The Company has entered into a Cross Currency Swap and vanous Oplions amangements.
The calculalion involves the wse estimales with regard 1o inlerest rale wihich fluciuales with
the market forces,

3.4  Properly, plant and equipment
1] Dperating fixed assets

These are stated ail cosi bess sccumulated depreciation and impairment, | amy,
except for leasahold and freehold land which are stated at cost.

Annual Repaort - 2008



THE HARACHI ELECTRIC SUPPLY COMPANY LIMITED
fhitneily The Harsdhi Bleitri Supply Cispuiabbs Limied)|

Cost i melabon fo plamt and machinery, gnd siations, overhead mains and
franslommars signify historical costs. Stores and spares, which form part of the
contract under which the project was undanaken, are also capitalized with plant and
machinany,

Subsequent costs am included n the assel's carmying amount of recognised as a
separale @assel, as appropriale, only when it s probable thal future economic
banefits associated with tha asset will flow o the Company and the cosl of the
assel can be measured refably. The camying amouni of the replaced parl i

derecognised

Depreciation is charged 1o profit and loss account, applying the straight line method
wharaby oosls ol assals, less heir residual values, is writlen off ovar Thesr estimated
useful ves af rates disclosed in note 4.1,

Depreciation on additions is charged from the monih in which the assst is available
fof use up 1o the monlh preceding the dispesal, even i during thal perod the assst
i& ide, In case of exiension and addition in axisling unils, depraciation is provided
from the date of actual commissioning and in respact of matenal replacements and
mdemization, from the date of capitalization. Cost of subsaguent acguisition of
slores and spares under specilic agreement lfor specific projec! are deprociabed
over the remaining sconomic useful life of such plant and machinary.

Usalul lives ara determined by the manageman! based on expecied usage of asset,
expected physical wear and lear, lechnical and commercial obsolescence, legal
and similar limits on the use of asses and other similar factors,

The assals’ residual values, usshul lives and methods ara reviewed, and adjusiad i
appropriale, al each financial waar and.

An item of property, plant and equipment is derecognized upon disposal or when no
future economic banefis are expacied fo ansa from the continued use of the asset.
Any gam of loss ansing on dé-recograion of 1he assel (calculaled as tho difference
between the net disposal proceeds and the carrying amount of the item) is included
in tha prafit and loss accownt in the year the asset i derscognized.

Mormal repalrs and maintenance are charged to the profi and loss account during
the flinancial pariod in which they are ncurred.

iy Capital work-In-progress

Capital work-in-progress is stated al cosi less impairmand, # any, and consists ol
axpanditure ncurmad and advantes made in respact of operating lixed assals in tha
courge of their acquigition, erection, construction and installafion, inciuding salaries
and wages dineclly atiributable fo capital work-in-progress, determined by the
management. The assets are fransterred to relevant category o operating fixed
assels when they are available for use,

35  Intangibles

Intangible assels soquired separataly ane measured on initial recognition &t cost. Costs thal
gre direclly essocialed with identifiable software products controlied by the Company and
have probable economic banalil bayond one year are recognized as infangible assets.
Following initial recognition, infangible assets are carried al cost less any sccumulated
armartisation and accurmulated impament losses, it amy,

Intangible assels wilh finite lives are amortised over the uselul economac e and assessad
for impairment whenever there is an indication that the intangible asset may be impaired, In
respect of additions and deletions of intangible assels duning the year, amostization k&=
charged from the month of acguisition amd up o the month preceding the deletion
raspactivaly,

Infangible assets with finite lves are amontized on a straight line basis over their economic
useful ves as speciliad in note 5.2,
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Gaing or logses ansing from derscognifion of an intangibde assel are measwred as he
differance between the net disposal proceads and the carmying amount of the asset and ane
recognised in profit or loss when the assel & domecognised.

16 Borrowlng costs

Borrowing cosis are recognised in profit and loss account in the period in which these am
incurmed except 1o the exent of borrowing costs thal are directly altribulable to lhe
acquisition, construction or production of a qualifying assel, Such borrowing costs, i any,
arg capitalised, during the peniod of time thal is requined to complate and prepare the assel
for ils intended wse (note 4.2.2).

ar Investments

Irvesiments are clazsdfied as siher linancial assels at fair value throwgh profit or loss,
available for sale or hald to maturity investments, Managemen! delemminges the appropriate
classification of its imeestment at the time of purchase,

Investmants are mitially maasured at fair value plus fransaction costs directly attributabla to
acquisition, axtepl lor investmeants al fair value through profit or loss.

Subsequent to initial recognition, Investments classiked as held 1o maturity are camed at
emonised cost (duly adjusted for amonizabon of discount or premiumy),

For invesiments carred al amortised cosl, and those carried af Tair vaklua through profit and
lass, gains and losses ang ecognised in profit and kess accourd when the invastmaents ang
dorecognised of impaired, as well as through the amodisation process,

38 Loans, advances and deposits

Thesa are recognised al cosi, which is the falr value of the consideralion given, Howevar,
an assessment 5 made al each balance sheet dabte 1o determine whathes there is an
indscation that a inancial assol or group of assels may be impaired. If such indication exists,
the estimated recoverable amount of thal asset or group of assels s datermined and any
iImpaimment loss is recognised for the diference between the recoverable amount and the
carmying valus,

3.8 Stores and spares

Stores and spares are siated at involce values plus other charges incurred thereon and is
delermined on 8 moving weighled average cos! basis.,

fems in tramsd are valued at cost compnsing inmvoice values plus other charges incurmed
thaeraon accumulaled to the balance sheat date,

Provision |8 made for any slow moving and obsolete Aems kesping In perspective their
consumption pattern.

310 Trade debts
These ans recognised and carded al original billed amour less provision for doubiiiul debis.
An estimate for doubitiul debts = made based on & review of all cutstanding amounts al the
year end on a lime based criteria, excleding duss of Federal / Provincial Govermment and
Local bodies as the managemeant maintains that these ara ullimately raceived,
Dwbis considerad imecovaerabla ane writtan off as and whan identified,

3.11  Oiher receivables

These are stated at cost, kess provision for impairment, i any.

Annual Repaort - 2008



THE HARACHI ELECTRIC SUPPLY COMPANY LIMITED
fhitneily The Harsdhi Bleitri Supply Cispuiabbs Limied)|

312  Cash and cash equivalents

For the purposes of cash flow statement, cash and cash equivalents compeisa cash in hand,
balences with banks and shor term placemeants readily convertibla to known amounts o
cash and subject 1o insignificent risk of changes in value, Cash and cash equivalents also
include bank overdralts / short term borrowings that are repayable on demand and form an

integral part of the Company's cash managemant.
313 Interest [ Mark-up bearing loans and borrowings

All koans and bomowings are initially recognized at the fair value of the consideration
received less directly sttnbutable transacton cosis.

Loans and bormowings ame subsaquently stated al amordized cost wialh any difference
batweon the procesds (net of transaction cost) and the redamplion value recognised in the
prodit and loss account over the peniod of the borrowing using the effective inferast mathod.

Gaims and losses are recognized in profif and loss account when the liabilibes are
derscognized as wadl as through amortization process.

314  Deferred revenue

Deferrad revenus represents amounts recalved from consumers ag contribution Wwarnda the
cost of supplying and laying sendice connecticns, extension of mains and street lights aleng
wilh the Transfer from Specific Grants, Amorization of delermed revenua commenceas upsan
complation of relaled work, with 5% of complated jobs taken fo the profit and loss accoun
each year (note 24).

3.15 Employee benefits
3.15.1 Defined benefit gratuity scheme

The Company oporates an wnfunded and approved gratuity schomae covaring
oligible employess for which provision is made in accordance with the
recommendations of the actuary using the "Projected Unit Credit Method®, Gratuity,
however, s payable only on completion of the prescribed gualitying period of
sarvica of B years.

3.15.2 Defined contributory provident fund

The Company also operates an approved confributory provident fund for all
employees. Equal monthly contributions are made, both by the Company and the
employees, o the fund at the rate of 10% of basic salary and cost of Iving
allowanca,

3153 Post retirement medical benefits

The Company offers its employees post retirement medical coverage for a period of
10 years and for their depandanis, for a perod of 5 years for which provision is
mada in accordance wih tha recommandations of the actuary using the "Projected
Uit Crisch Madhod®

3.154 Electricity rebate
Employees receive a rebate oo the amount charged by the Company an its
alactriciy bills. Tha rebate continues for the first five years of relirement. Provision

in this regard is made in accordance with the recommandations of the actuary using
the "Projected Uinit Credil Method®,
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3.15.5 Earned leave

The Company offers encashment of leaves after accumulation of maximum of &0
days for stafl and allows Leave Preparatory to Fetrement (LPR) to officers who
have opted for encashment of leave, to the exten of 365 days belore actual
retirameni date. LPR to those officers who hava not opled lor encashmeni, ame
enfitied to undimited accumulated aarned leava balora their actual retirement date.
Prosigion in this regard s made in accordancg wilh the recommandations of he
achuary using the "Projected Unit Credit Method®,

316 Actuarial gains and lossos

Actuarial gains and losses are recognised in profit and loss account whan the cumulaiive
unfecagnizad acluaral gaing or lossas axcead 10% of the defined banafit obligation axcapl
for eamed leave, These gaing or losses are recognised over the expecled average
remaning working lives of the employees panicipaling i the plan,

317 Taxation
Current

Provision for current taxation is based on taxable income al curent rates of laxation afber
taking vt account tax credits and rebates available, if any, or minimum tax under Section
113 of the Income Tax Ordnance, 2001, whichever is higher. It also Includes any
adpusimant 1o tax payable in respact ol prior years,

Dafarrad

Deferred income tax i provided using the kability method on temporary differences ansing
gt the balance sheet date between the tax base of assets and labilities and their camying
amouwn|s for financial reporing purposes.

Daferred income tax Eabilities are recognized for all taxable temporary differences,

Dalerred mcome lax assels am rocognised for all deductible temporary dilerences, carry
forward of unused tax credits and unused tax losses, to the exient ihat |t s probable that
taxahle profit will be availlable against which the deductible temporary diferences, and the
carry {orvand of unused lax credits and unused lax losses can be ulilized,

The camying amount of deferred income tax assets is reviewed al each balance sheet date
and reduced to the exient that i is no longer probable that sufficient taxable profit will be
avallable 1o allow all or pari of the delered income tax assel o be wWiksed, Uinrecogpmised
delerred income lax assets are reassessed al each balance shest date and are recognised
to the exlent that it has become probable that lulure taxabde profit will allow the defermed tax
assel to be recovaerad.

Daferred noome tax asssts and llabilibes are measured at the tax rates that are expecied to
apply to the year when the asset Is realized or the liability is settled, based on tax rates (and
tax laws) thal have been enacted or substanirely enacted af the balance sheal date,

318 Trade and other payables
Liabilities for trade and other amounis payable are camed al cost which is the fair value of
the consideration to be paid in fulure for goods and services received up to the year end,
whathaer or not billed o the Company.

3.18  Provislons
Provisions afe recognised when the Company has 6 presenl [legal of constructive)
oblgation as & resull of past evenis, it Is probable that an outfiow of resources embodying
economsc bensfits will be required to settle the obligation and a reiable estmate of the
obégation can be mada.
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3.20 Rovenua recognition
3.20.1 Energy sale

Revenug is recognised on supply of electricity o consumers basad on meter
readings at the rates notified by the Gowvermment from time to time. except for
MNational Transmission and Despatch Company, Karachi Muclear Power Plant and
Pakistan Steel Mils Comporation (Private) Limited where tanfl s applied as per
agreemsants with thesa entities.

3.20.2 Late paymenl surcharge

Surcharge on late paymen is accounted for after the due date of payment has
passed. In case of Govemment and Local Bodies, late payment surcharge s
accounted for on receipt bases

3.20.3 Rebate on electricity duty

Hebate on oleciricity duty is recognised at the rates specified by the Governmen
and i& recognized on receipt basis,

3.20.4 Meter rentals

Motor rontals ane recognised monthly, on the basis of specified rates for vanous
calegories of consumers

3.20.5 Interest/ Mark-up income

Tha Company recognizes interest incoma [ mark-up on short lerm deposils and
interest bearng advances on bme proporton Dasis,

Intares! on held to maturty imsesiments is recognised using the affective intares!
rate mathod,

3206 Grant from Governmeant
General grant

General grant, including tanll adjusiment duee to increase in Tuel prices and cost of
power purchase, i recognised on accrual basis when the Company gualifies fo
recave it

Specific Grant for Financial Implementation Plan (FIP)

Specific grant ks recognized in profit and kosa account on & systemate and raticnal
basis ovar the useful e of corresponding assels.

3 Impairment

The carrying amounts of assets are reviewed al each balance sheet date to determing
whather there is any indication of mpairment of any assat or a group of assats. If any such
indication exists, the recoverable amount of that assel is estimated and impairment losses
are recognised in the profit and loss account.

3.22 Foreign currencies

The financlal statements are presented in Pak Rupee, which B the Company's functicnal
and presentation currancy. Foreign currency transactions durng the year are recorded al
the osxchange rales approximating those ruling on the date of the ransaction. Monatary
assels and Eabilities In forelgn currencies &re fransiated at the rates of exchangs which
approximate (hosa pravalling on the balance sheal dale. Gains and lossas on lranslation
arg faken o profit and koss account curmently. Non-monatary bems thal ane measuned in
terms of historical cost In a forelgn currency are transiated using the exchange rates as al
the datas of the initial fransactions. Mon-monetany ilems measwed af Fair value in a fonsign
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currency are translated using the exchange rates at the date when the fair value was
detarmined.

3.23  Financial instruments

All tha financial assats and financial liabilities are recognised at the tima whean the Company
becovmes A party 0 the contractual peovisions of the ngtrement, The parscular
measurement mathods adopted are disclosed in individual policy statements associated
wilh each dem.

Financial assets are derecognised at the time when the Company losses control of the
contractual rights that comprize the financial assets. All financial liabilities are deracognised
al tha time whan hay are extinguished thal is, whan the obligalion specilied in the confract
is discharged, cancelled, or expires. Any gains or losses on derecognition of financial
assels and financial Rabilities are taken 1o profil and loss accouwnt currenily.

d.24  Offsetting of financial assets and financial liabilities

A tmancial asset and a linancial labisty s offsel and the nel amount is repored in the
balance sheet, if the Company has a lagally enforceabla right 1o set off the transaction and
also intends edhar 1o sathe on a nel basis or 1o realise the assel and seitle the liabikty
simultanacushy.

3.25 Derivative financial instrumenis

Derivative financial instruments are initially recognised at fair value on the date on which a
dervalive contract is entared into and are subsequently re-measured at fair value,
Derivatives are camed as assals when the fair valwe |s positive and as llabiiites whan the
fair value is negative. Any gains or losses anising from changes in lair values on dervatives
during thi year that do not quality for hedge accounting are taken directly 1o profit and loss
account.

In relation to fair value hadges, which meat the conditions for hedge accounting, any gain or
ioss from remeasurement of the hedging instrument at fair value is recognised immedialaly
in the profit and loss account. Any gain or loss on the hedged Wem attributable io the
hedged risk is adusted against the carmyng amount of the hedged item and recognised in
tha profit and loss account.

In relation 1o cash flow hedges, which maet tha conditions for hedge accounting, tha partion
of the gain of loss on the hedging instrument thal is determined 1o be an efective hedge is
recognised directly in eguity through the statement of changes in eguity and the ineffective
podion i recoghised in the prafil and loss account,

3.26  Appropriations to reserves

Appropriabons to reserves are recognised in the financial statements in the panod n which
thase are approved.

Jumnig 30, Junig 30,
Hole 2008 2007
{Rupeas in “000)
4. PROPERTY, PLANT AND EQUIPMENT
Operating fixed assats 4.1 44,634,318 39,874,984
Capital work-in-prograss 4.3 18,270,850 10,884,730

63,905,168 20,769,714
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Jdune 30, Jume 30,

Note 2008 2007
{Rupees in "000)
4.1.2 Depreclation charge for the year has been
allocated as follows:
Eunpansas mcurred in genaration, iransméssion & distribulion 35 3,385,181 3,234 887
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3,507,780 _ 3,329,498
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4.2 Capital work-in-progress
Plant and  Transmission Distribution

Hote machinery sy atem syatem Others Total
(Rupeess in D00}
(Mote
421&4232)

Opaning balanca 4,712,839 4,132,068 1,958,734 80,089 10,894,730

Additions during the yaar
Systam improvemeant 217,265 3,363 4208 THE, 142 . 4 365 B35
Other B,173.948 1,180,633 || 2,176,830 || 749,513 || 12,289,025
B,3591,214 4,553,062 2,961,972 748513 16,655 761
13,104,053 B,685,130 4,921,708 B30,602 27,550,491

Transher o the Operating
fixed assels 4.1 (793,094) (4.048,060) (2955022) (483 465) 8,279,641)
2008 12,310,958 4,637,070 1,966, 684 356,137 19270, 850
2007 4,712,839 4,132,068 1,959,734 20,088 10,894, 730

4.2.1 This includes an apggregate swm of Re.11,1B0.025 (2007 FAa.4.375.804) milion ncured by the
Company on the 220 MW Combine Cycle Power plant al Korangl, Karachi.

4.2.2 During the current year, a sum of Rs. 701.486 milion (June 30, 2007: Rs.Nil), representing inberest
on bormowings has been capitalized and included in the project cost of 220 MW Combined Cycle
Power Plant, {refer note 21.1 and 21.2).

June 30,
Maote 2008
(Rupees in "0H0)
5. INTANGIBLE
Compuler saltware - ERP SAP

Cost .1 42,878

Amodization fo-date 52 (10,588)

32,007

5.1 Cost

Oipening balance -
Addition during the year i

42,675
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June 30,
Hata 20048
{Rupses in '000)
52 Amoriization to-date
Opening balance -
Amorisation for the year 521 {10,668}
—(10.668)
Lisalul lifa 3 yoars
5.21 Amorisation charge for the year has been aliocated to
Consumers services and administrative expenses 36 10,668
6. LONG-TERM LOAMNS
E'Irﬂi'lﬂ Unsecured
Housa
building mll Festival  Jume 30, Jume 30,
loans loans 2008 2007
Nole (mote 8.1) {nﬂt 6.1} (nole&.2)
(Rupess (n “000)
Considered good ~ Secured
Employees 21,966 17| B9.6TT | 111,860 124,524 |
Recoverable within one year |
shown under cumrent assets 1 {7,856 = | (3, 758) | [ {11,654) | (10,543 |
14,070 17 85,918 100, 06 113, M‘I
Considersd doubtful
Employees 6.3 4,333 - * 4,333 4,333
18,403 ir 85,919 104,339 118314
Prowvision against loans
considered doubtiul (4,333) - - 4,333) (4,333)
June 30, 2008 14,070 17 85,918 100, 006 113, 881
June 30, 2007 23,140 - B0 841 - 113, &1

8.1 House building loans, carrying mark-up @ 8% (2007 6%) per annum, are recoverable over a parod of
sixlean years whereas molos cycle loans, which are interest free, are recoverable over a percd of five
years. These are secured against the eguitable morigage of relevant propertes and hypothecation of

vohiclas, respactivaly,

6.2 Thesa have bean granied io the employees of tha Company. The Board of Diraclors in thair masating
hekd on February 01, 2003 approved the determant of the recovery of these loans i inatallments and
decided that the said loans would be recovered against the final setlement of the employees at the
tima ol thair retiement, Amount disclosed as rmecovarable within ona yeas, thersfore, fepresents
amployess expacted o retine within one yaar,

8.3 These balances pertain to the ex-amployees of the Company against whom kegal proceedings have
been initiated for the purpose of recovery

8.4 Long term lcans have nol been discounied 1o their present value a8 the nancial mpact thenseol 15 not
considered matenal by the management,

B85 The maximum aggregale amount of loans due from the employess of the Company al the end of any
mionth during the year was Rs. 1200200 (2007 Aa_129.800) millan.
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June 30, dume 30,
Hote Z00B 2007
(Rupees in “000)
7. LONG-TERM DEPOSITS
Considersd good
Rental premises 18,202 18,282 |
Litilities P L] 408 |
20,527 18,700
Considered doubtful
Rantal premises 1,020 1,020
21,547 18,720
Prowiskon aganst deposils considarad doubiful (1,020 (1,020]
20,527 18,700
8. DUE FROM THE GOVERNMENT
Amount due from the Government of Pakistan (GaP) 8.1 1,110,813 1.428,188
Recoverable within one year shown under current assets (317,375) (317,375)
793,438 1,110,813

8.1 This represents amount accrued by the Company as due from the GoP to setile its liability 1o the Ol

and Gas Companies, as discussed in detail in nobte 21.4.

9. STORES AND SPARES
In hand

Siores and spares 5,248,736 5,461,138
I transit
Siores 219,615 57,969
5,469,351 5519107
Provision against slow moving and obsolete stores and spares a1 {735,073) (B50,994)
4,730,278 4 668,113
8.1 Provision against slow moving and obsolete stores
and spares
Opening balance B50,994 646,541
Provision made during the year 35 157,345 207,130
1,008,335 853671
Provision writhen back during the year - (2B877]
Provision writhen ol duning the year _ [269,266) .
739,073 850,554
10. TRADE DEBTS
Consldered good
Secured - agains! deposils from consumens 633,353 G0, 934
Linsecured 11,782 441 8,035,576
12,415,794 8,640,510
Considered doubtful 13495664 13,389 552
25,911,458 22,030,062
Provisson agaimsi debis considerad doubthsl 101 (13,495.664) (13.389,552)
12,415,794 8,640,510
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Jufe 30, Jung 30,
MNote 2008 2007
(Rupees in ‘000)
10,1 Provision against debis considered doubitful

Dpaning balance 13,389,652 12,530,667
Provision made during the year 36 1,170,989 1,851 461
14,560,541 144912128

Prowvision writhen off during the year (1,064,877} (1,022 578)
13,495,664 13,380 562

10.2 Energy sales o and purchases from WAPDA, PASMIC and KAMUPP are recorded through their
respeclive accounis 1o facilitale recovary of enangy dues by offselling receivablas against liabilibes for
purchase of energy.

11. LOANS AND ADVANCES

Loans - secured

Considered good
Cumrent portion of long term loans to employeeas 6 11,654 10,543
Advances — unsecured
Considered good
Employees 8,157 22.883
Suppliers 11.1 387,343 260,082
395,500 282,975
Considered doubtiul
Supphers 130,340 130,340
525,840 413,315
Provision against advances considersd doubtful (130,340) {130,340)
495,500 282,975
407,154 293,518

11.1 These represent advances extended to swppliers in respact of stores and sparas baing acquirad
tharafrom,

12. TRADE DEPOSITS AND PREPAYMENTS

Trade deposits 121 9,564 2050
Prepayments

Rant 12,432 T.645

InSurance 5,000 6,000

Othvars - 12,575

17,432 26,220

26,996 28,270

121 This includes a sum of FAs.0.319 milion (2007: Rs.0319 milion), representing margin held by
commercial banks against which they have issued guarantees on behalf of the Company.
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June 30, June 30,
Note 2008 2007
{Rupeas in “000)
13. OTHER RECEIVABLES
Considered good
Rebate dus from the Provincial Govemmeant 95,406 77910
Sales tax 131 3,493 808 2.987 464
Due from the Government in respect of:
= Gakes tax subsidy to the selected classes of consumers | 211,568 450,541
« farnifl adjustment 132 | 3,471,440 2,258,390
- provision made by the Company as a resull of a dispute with I
Sabah Shipyard 0.1 | = 400,168
3,6E3,008 3,118,099
Employees’ Provident Fund 4,228 7.528
Accrued incomea for TV license feas collection charges 4,680 4.414
Insuranca claim 5,863 7028
D from a Consortium of Suppliers of a niew Powaer Plam - 327212
T.286,993 6,529,655
Considersd doubtiul
Sales tax 131 | 232,050 . |
Provision thare against 131 | (232,050) -
Due from a Consortium of Suppliers of a new Power Plant 133 | 363,080 |
Provision there against | (363,080) -

7,286,993 6,520,655

13,7 This includes a sum of Rs 185225 million relating o the refund claims for the period 2006-07 and
RA=.425.234 milion relating 1o the refund claims for the period 2000-2008, aggregating o Rs.610.459
million, withhald by the Sales Tax Department on account of sales tax on connection service charges,
sales tax on meter burnt charges, input inadmissibde wnder 5A0 and some other matters. The audi
obsereations issued by the Department in this regard have almady been responded by the Company’s
Lvwanir, hosnivis, No Show cause nobics Ras been issued in this matier,

The management is of the view thal the ultimate outcome of this matter will be decided in favor of the
Company. Howewver, to be prudent, the Company has made an aggregata provision of Rs 232 050 million,
against Rs.610.459 million, as discussad above, relating to the refund claims of the above refermad pariod
in the financial statements of the current yeaar,

13.2 This includes a sum of Rs. 1,329,000 million accruad by the Company during the current year in the light of
a determination isswed by MEPRA, Ref NEPRA/RTRF-51/KESC-2006/6671-74, dated Septembar 14,
2006, with respect to the revision in the machanism for adjustment n tanff due to vanation in fuel price
and power purchase cost, onginally notified vide SRO 718(1)/2002, dated October 12, 2002, As a result of
the said delermination, 2.5% cap on fuel price variation and 1.5% cap on power purchase, aggregating 1o
4%, has been removed and approved by the Economic Coordination Committes of the Cabinet on August
26, 2008, Accordingly, the Ministry of Water and Power {GoP) has notified the said decision vide its SRO
Mo 978(1)/2008, dated September 12, 2008. The total claim, as per the management, amounts o
As.4,493.000 million, being the shortfall sufiered in revenue on account of vanation in fusd price and cost
of power purchase owver the period, commencing from the date of the above referred SAO to-date.

133 This represents a payment of Euro 4,000 million, eguivalent to PER 363.080 (Jume 30, 2007: PKR
327.212) milkon made by the Company during the year ended June 30, 2006 to a Consortium, led by
Siemens AG, Germany, for the purchase of a proposead &30MW Power Plant

Annual Report - 2008



THE HARACHI ELECTRIC SUPPLY COMPANY LIMITED
(himmeily The Harsshi Eleitri Supply Cospuiabbs Limied)

However, in view of the changs of the Company's plan with regard to the seiting up of the said Power
Flant, the contract with tha said Consortium could not be executed. Accordingly, neceasary efforts are
currently baing made by the Company to recover the above payment from the Consorfium.

Juire 30, Juria 30,
Mote 2008 2007
{Rupees in ‘000)
14. DERIVATIVE FINAMCIAL ASSETS
Cross Curmency Swap 14,1 180,553 =
Dplions 14,2 226,611 -
407,604 -

141  The outstanding balance represents the fair valus of Cross Currency Swap, determined at the and of
the current year. Dunng the curment year, the Company execuied a Cross Currency Swap with a bank
at the notional amount of Rs.2,749.950 (equivalent to USD 45.000) million to hedge the Company's
foreign curmency obligation to International Finance Corporation (IFC) for Principal and LIBOR interest
thereon, as discussed in note 21,1, Pursuant fo the agreement, the Compamy’s foreign cummency
obligaton has been comverted into the hedged PEKR amount and the interest rate accruing theraon
has been paid to the hedging bank at KIBOR — 0.10%. This does not have any tax | deferred tax
implicabons.

14.2  This represents the lar value ol un-eseicked opbions al the year end with banks In respest of
purchase of plant and machinery.

15 TAXATION - nat

Advancs iIncome tax 1,724,830 1,485 6534
Provision for taxation {1,526,900) (1,207.038)
157,530 278 485

16. SHORT-TERM INVESTMENT

Held to maturity
Term Deposil Raecadpt (TOR) 16.1 100,259 &O7 T

16.1 This represents a TOR, having a iece value of Rs.100.000 (2007 Rs 602 238) milllon, including intarast
accruad thereon of Rs.0.258 (2007 5479) mdlion, placed with a commercial bank on 8 short term
basis. The rate of retum thereon is 13.50% (2007: 5.00% and 7.90%) per anmum, maturing latest by
July 03, 2008,

17. CASH AND BANK BALANCES

Cash m hand 1,446 2. 488
Cash al banks in:
Curreni aocounts 1,032,944 1,283,281
Deposi accounis 17.1 405,956 2431439
Collaction accounls B03,802 220,111
2,332,702 0 3834831
2,334,148 3837 318

171 These carry inleresl. ranging babween 0.5% and 7.9% (2007: 0.5% and 6%) per annum.
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Hote
18, SHARE CAPITAL
Jume 30, Jdune 30,
2008 2007
{Number of shares)
Authorised share capital
Ordinary shares of Rs.3.5 each
25,714,285, 714 25714, 2857w fuslly paid 18.1
Redeemable Preference shares of
2,857 142 857 2.B57.142 857 RA5.3.5 each fully pasd 18.1
28,571, 428,571 28571.428.5M
lssued, subscribed and pald-up capltal
| Issued for cash
Orcinary shares of Rs.10 each
45,371,105 45,371,105 fully paid
Redeamabla Pridaréncs sharas
1,759,656,819 1,337.316,096
Izsued for consideration other
than cash
| Ordinary shares of Rs.10 each
304,512,300 304,512,300 fully paid 18.3
I
Ordinary shares of Rs.10 each
1,783,456,000 | 1,783.456,000 fully paid 18.4
Ordinary shares of Rs.10 each
6,534,077,300 6,534,077 300 fully paid 18.5
Ordinary shares of As.3.5 each
4,366,782 389 | 4 366,782 380 fully paid 186 |
12,988 827,989 12,988 827 980
14,748,484 808 14 328,144 0B
Izsued as bonus shares
Ordinary shares of As.10 each
132,875,889 132,875,889 fully paid as bonus shares
14,881,360,687 14,459,019,974
- - Reduction in capital 18.7 & 18.8

14.881,360,687 14.459,019,974

Annual Report - 2008
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2008 2007
(Rupeas in "000)

80,000, 00 50, 000,000
A 0, e, DD 10, 000,000
100, D040, DD 1060, 000,000
453,71 453,711
5,983,407 4,508,301
6,437,118 4,363,012
3,045,123 3,045,123
17.834, 560 17,834 560
65,340,773 65,340,773
15,283,738 | 15283738
101,504,154 101,504,184
107,841,312 106, 467 206
1,328,759 1,328,750
108,270,071 107,795,965
(57.201,902) (57,201 802)
52,068,169 50,584,063
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18.1 Dwring the year ended Jung 30, 2008, pursuant fo B Special resclution passed in the Exira Ordinany
General Mesting ol the shareholders ol the Compamy, held on March 02, 2008, the share capital of the
Company was delermined at Bs. 100 billion, divided into the following categones of shares;

= Ordinary share capital of As.90.000 bilion, divided into 25,714,285, 714 Ordinary shares of As.3.50
each; and

- Redesmable Preference share capital of As 100000 billion, divided info 2,857,142 B57 Redeemable
Preteramce shares of Rs.3.50 each.

18.2 This s stabed, net of AS.18.582 (2007: Rs.12.505) milion, representing ransaction cosls incurmed on issue
of Aedesmable Preference shanes, The same has nol been amorised during the year, as the affec of
amonisaton is nol considensd malaral

These inchede 422 340,723 Redeemable Preference shares of Rs.3,50 each, aggregating to Rs. 1,478,183
miillion, isswed during the curment year against advance against such shares recened during the year anded
June 30, 2007, are curnulative Aedeemable Pralarance shares, issuad by way ol rght issua 1o the axisting
shareholders, camyng a dvidend of 3 porcent par financial yoear, 1o bo declarsd on the face value of
Fs.3.50 per Redeemable Preference share and are redeemable within a perod of 90 days from 7 years
after November 28, 2005, The Preference shareholders are only entitled o recelve Preferential Dividend
and are not entited to share in any other dividend, whether in cash or specie, enfitierment or benafit,
includeng, withouf limitation, nght shares and bonus shares, 1o which the holders of Ordinary Shares may
be aniiled.

If preferential dividend is not declared in whobs or in part by the Company for any financial year, such whole
or remainder amount of the Preferential Dividend shall be camied over for payment 1o Redeemabile
Preference Shareholders in the next fimancial year(s) and so on, until the Preferential Dividend has been
paid in hull, the whale or part of any prelerential dividend aulomatically becomes cumulative o he axtand
thiat it has not been declarad and paid. The cumulative pralerence dividend doas nol bear any inberest of
markup

These shares shall be redeemed by the Company at the Redemption Price on the respective redemption
dates from the profits of the Company as are available for distribution as dividends under the Laws o
Pakistan bul not from (he proceads resulling from the issuance of any new shares by tha Company. The
shareholdirs, interalia, have the right 1o conver these nto Ordinary shares in the rafio of 3 Ordinary shares
lor every 4 Pridesence shares held, if the Company lails to redeam (hese shares,

18.3 During the year ended June 30, 1999, the Company issued 304,512,300 Ordinary shares of Rs.10 each as
a result of the conversion of overdue outstanding balance of {a) rescheduled foreign cumency loan of
RAs.1.968.000 million and (b} cash development loan of RS, 1,007.000 millien , aggregating to Rs.3,045.000
at that date, info aguily.

18.4 During the yvear ended June 30, 2002, the sharsholders of the Company, by way of a Special resolution,
passed in the 88" Annual General Meeting, finalized the conversion of the Company's debt servicing
liabdiities, aggregating 1o Rs. 17 834 560 million, into equity. As a result of the said resolution, the Company
izsued 1,783,456,000 Ordnary shares of As.10 each at par. The subscription finalized on this regard was
anfared o on January 24, 2002

18.5 As per the decision taken in the ECC mesting, held on April 16, 2002, which was also approved by the
President of Pakistan, the Minisiry of Finance conveyed through its lefter, dated April 27, 2002, that all the

lnans of GoP and GoP guaranieed loans oulstanding against KESC, apgregating to As 65 340.773 million,
had been convarted into GoP agquity.

18.6 Dwring the year ended June 30, 2005, the shareholders of the Company, by way of & Special resolubon
passed in the 94" Annual General Meeting of the Company, held on December 02, 2004, resolved the
conversion of (a) GoP funds, pending conversion into equity,” amounting to R=.6,080.738 milllon and (b)
GoP long ferm loan, amounting to RS.9,.203.000 million, aggregating o Rs.15,283.738 million into equity.
Az a result of the sakd resobution, the Gompany isseed 4,366, TB2 389 Ordinany shares of As.3.50 each al
par. The subscriplion agreement in this regard was entered inlo on December 20, 2004 batwesn the
Company and the President of Pakistan on behall of the GoP
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18.7 Tha shareholders of the Company during the year ended June 30, 2002, by way of a Special resolution, in
an Extra Ordinary General Meeting, hald on May 27, 2002, resclved the reducton of share capitad of the
Company, subsaquent fo the complation of the conversion of GoP and GolP guarantesd loans of Ais. 65,341
milllion intx eguity (note 18.4 abowve). The pald-up capital, whech had been lost of was not represented by
finalized assats, 1o the extent of Ra 650 per share on each of the ssued Ordinary shares of the Cormpany
at such time, was reducad and & new nominal valus thereol wes fiked &t Ra.3.50 par share. The Company
had also filed & petition in the Honoursble High Court ol Sindh, wide #s order, dated October 12, 2002,
ordanad thie reduclion in tha nominal vakes of shire capital by As.6.50 per share, The Board af Dingctong, in
ite 115" maeating hald on October 26, 2002, also approvad by way of a special resalution the reduction in
tha noaminal value of share capital, amouning to As.57.207. 902 million,

The GoP, vide ds Finance Division letter F.5(16}-CF:1/97-90vol 25M91 dated January 31, 3003,
comiyed the sanclion of the President of Pakistan to wrile off the GoP equity in the Company.
, tha reduction in share capilal of As, 57,201 802 million was adjusied agamst e accumulaied

Accomimgy
knssas of the Company.

18.8 As pan of the process of the Company's privatization, the GoP and the new Cwnars agread fo inject
additional equity by lssuing Redeamabla Predarence Shares (RPS) in the aggregate valua of Rs.6,000

milllion. In this respect, & Subscriptesn Agresment was execuled batwean the President ol Pakistan, on
behall of the GoP, the Company and the KES Power Limiled on November 14, 3005 o Esue the RPE,
amounling bo As.6 000 million, divided o 1,714 285 714 Prelerence shares al As.3.50 each &s rghl 1o
the exsing Ordinery shareholders of the Company. The ssue of Redesmable Prelerence Shanes was
finalized by the Board of Direclors of the Company and MOC was oblained from the Securiles and
Exchange Commission ol Pakistan, vide Lefier No. EMDVCLY8/2004-4417, dated Nowembar O7, 2005,
During the year ended June 30, 2007, ol of the 1,714 285714 Profersnce shares, 1,281.5944,992
Proderence shams were allobind fo the sxsting shareholders, aggregating fo RAs.4 506,302 million, During
the currant yaar, further 422 340,725 Preference shams ware ssued against advance against such shares
{noie 18.2).

The Eswe of Redeemabla Prelerance shares by way of right, offered 1o the minosity shareholders of the
, ‘was wnier subscribad by 18.980 milion shares, amounting o As. 66,432 million. Under tha
larma of the APS Subscripton Agresment, in case of under subseription, the balance of Redeemabls
Prelerence shares were required 1o be subscribed by the Uitimate Parend Company of tha Company, KES
Power Limited, The sald undemubseribed shares were, theraaler, subscribed by the KES Power Limited,

18.9 The atove relermed Aedesmable Preferance shares (he shanes) have been treabed as part of equity on the
tolloveing basss:

. Thay shares were issued undar the provisions of seclion 86 of the Companias Ordinance, 1584 [the
Ordinance} read with section 80 of the Ordinance and the Cormpandes Share Capétal (Varation in

Righits and Privilegas) Rules. 2000.

- The finallzed capital of e Company and the isswe of the shares were duly approved by the
sharehclders of the Company at the Extraordinary General Mesling held on March 02, 2006,

- Aeiurn of alloirment of shares waas filed under section 73{1) ol the Ordinance.

- The Company is required o sel-up a reserve lor the redemplion of Prelerence shares, under saction
BS ol Ihe Ordinance, in respect ol the shanes redeernsd which ellectively makes Redeemable
Prelerence shares a part of equity.

Dividend on tha shafes & appropialion of prolit both under the Ordinance and the thx laws.

- The reguiramenis of the Ordinance take pracedence over the requiremanis of Intermadional
Aczounting Standands.

- The shareholders have the right 1o convert these shares into Ordinary shares,

The matter regarding the classfication ol Redeemable Prelerence share capial as elther debt or equity
inztnement hes recently been examined by the Instiiute of Charered Accountanis of Pakistan {ICAP) as a
result of which the ICAP has advised the Securites and Exchange Commission of Pakistan (SECP) 1o
make PECAESArY amendrments in the Companies Ordinance, 1984, and [ of 10 [8sue & clarflication in order
o remove The inconsistency between the Companias Ordinance, 1984 and e Inbpmaldional Acoounting
Standards. Pending tha decision ol the SECP in this maber, the Prolarence share capdtal has baon
classifiad as aguity in thase financiad statemants.
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June 30, June 30,
Haote 2008 2007
(Rupmas in "000)
18. CAPITAL RESERVES
Unclaimed fractonal bomus shares monsy 18.1 46 46
Workmen compansalion ressre 19.2 b 1] FO0
Third party liability resensa 18.3 a0o 3040
Fire and machinery breakdown inSurance resemna 18.4 508,126 508,126
508,172 509,172
18.1 Unclalmed fractional bonus shares mongy
This represents procesds recetved by the Company from the sale of fractional bonus coupons for the pericd
up ko 1875, remaining unclaimed up fo June 30, 1986,
19,2 Workmen compensatlion reserve
The resare for workman compensation was created and maimained at Re. 0.700 millken o meat any lability
thal many arise in respact ol compansalisn W workman who, whils! on duly, meel with an atciden causing
partial or total disability.
18.3 Third party lability reserve
This reserve has been created 1o mes he third pady liabilites, arsing due o accidents by sbecirocution, bath
fatal amd non-tatal, claims for which are not accepied by the Mational Insurance Company, whame the
negligence of taull on e part of the Company & proved by the Courl.
19.4 Fire and machinery breakdown insurance reserve

The Company was cperating a self insurance scheme in respect of its certain fixed assets and spares to cover
such harards which were polentally less likely o occur, However, commencing the year ended June 30,
1987, tha Company discontinued its policy for providing the amount under salf-insurance scheme. Fized
assets, which are insured undes this scheme and on which claim lodged with respect lo damages 1o such
assats is not fully acknowledged by the insurer, the shosttall is charged to the said reserve,

20. REVENUE RESERVE

Goneral reserve 5,372,156 5,372,358

21. LONG-TERM FINANCING

From Banking Companies and Financial Institution - secured

Intarmaticnal Finance Corporation (IFC) 21148213 3,066,000 -
Term loan from & syndicate of commercial banks 2128213 4,898 591 -
Others - unsacurad Zayi

Dues o the Ol and Gas Compankss 214 1,204,188 1,428,188
Curreni mailurly thereol shown under currant liabililes (410,750) | (317,375}
783,438 1,110,813

GoP Loan fos the electrification of Hub Area 215 26000 26000
8,814,029 1,136,813

211 This represents ubilised porlion (USD 45.000 milkon) of loan amoun oblained by the Company under an

agreamant, signoed on March 22, 2007, amounting 1o USD125 milion, with InMamational Financea Corparation
(IFC) for the purposes of capital expenditure on power genaration, transmisslon and network iImprovemean

project, as shown In nole 4.2.2. The sald financing facilly is available lor a perod of 10 years, with 3 years
grace pariod, having an availability penod wpto Manch 31, 2010, It caries inarest rate at 3 monthe LIBOR «
2.85% up 1o the project completion dale and 3 months LIBORA « 2.5% thareafier, Under the terms of the said
agreamant, the Company has executed a Cross Curmancy Swap with a commarncial bank to hedge the
Compamy's loreign currency payment obligaton to IFC uwp to USD 45 million fogether with LIBOR inleres|
aeeruing thereon (note 14.1).
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21.2 This reprasents ulilised poricn of a term koan abeined by the Company undar Bn agreament. signed on
May 23, 2007, aggregating o Rs.8,000 millien, wih & Syndicate of local banks, lor the purposes of capltal
expenditure lor 220 MW Korangl Generation Project, as shown in note 4 2.2, The said loan is available for

9 yaars with a 3 years grace panod, having an availlability pariod of 2 years liom the alfective date, carrying
mark-up at the rate of 6 months KIBOR + 3%

21.3 The above two facilities, discussed in notes 21,1 and 21.2 are secursd against the following sacurily
package:-

= morigage (by deposit of title deeds) over all lands and bwildings located ai the Bin Qasim Plant and the
Horangi Plant (including without limdtation, all foced assets relating to the Generation Expansion);

= hypothaecation over all movable liwed assels whsther now of al any lime n the fulure loeated st the Ban
Casim Flant and the Korangi Plant (ncluding without limitation, all movable assets relating bo
Geanaration Expansion);

= an exclusive hypothacation ower all eceivables from cerain customess of the Company salected by
the lendars and IFC, logethar with a nalice to such cusiomers;

= hypothecation over all recelvables payable 1o the bommower under ihe project docurments {other than
thie afrg purchass afreement) logether with a nolice 1o ather contracling pamy(les); and

=  hypolhecalion over all mosvables payable o ihe borrower under all nsurance and minsurance
poficiss of all insurable assels thal are subjact lo the security.

Jure 30, Jume 30,
Mote 2008 2007
(Rupees in “000)
21.4 Due to the Oil and Gas Companies - unsecured
Pakistan State Odl Company Limidad (PS0) 21.4.1 457,188 S3B7.B13
Pirkoh Gas Company Limitad (PGCL) 21.41 TAT,000 B40.375
1,204,188 1.428,188
Currenl maturity thereol, including overdue installments of
As.93.375 million due o PGCL (410, 750) (37,375
T3 438 1,110,813

21.4.1 Dwring the year ended June 30, 2002, the Economic Co-ordination Commities (ECC) of the Federal
Cabingl. vide case Mo, ECC-136M32001, dated Movembar 06, 2001, considerad the Summary,
dated Movember 01, 2001, submitted by the Finance Division, and approved the proposal, conained
in paragraph 4 of the said Summary, which stated thal all dues of the Company (Prncipal only ) o
the Oi and Gas Companies as on Jung 30, 2001, inchuding those under the Lelter of Exchanga
(LeE) amangements of February 10, 1889, aggregating o As 8.672 million, would ba madeamad
over a perocd of len years, including a grace pasod of two years, free of inlanest.

Implementing the above decision, two lormal agresmants, one batween the Company and the PGCL
and the olher between the Company and tha PS50, containing the above referred ftorms in
accordance with the ECC decision, were executed on July 30, 2003 and August 25, 2003,
respectively. As per these agreements, the repayments by the Company to the O and Gas
Companiis ward 1o b made on 6 quaredy bases, commanding Felbruary 28, 2004,

However, at the tima of the privatization of the Company, the ECC of the Federal Cabinet decided
ihat on privatization of the Company, the Finance Dhision, the Govamment of Pakistan, would pick
up the alforesaid liabidy of the Company. AS a resull, Finance Division, Government of Pakistan
(GoP), issued a letlor of comfort, Mo, F.5(24)CF.12004-05M1 280, daled November 25, 2005, to the
Company stating that the GoP would pay 1o the Company, for making omsard paymants 1o tha PS50
and the PGCL on due dales as per réspeclive agresments,

Aftar the prvatization of the Company, the sum owed by the CGompany fo the Oil and Gas
Compankes is now belng repald upon the receipt of funds from the GoP. Fusther, Finance Division,
Government of Pakistan, vide iis letter No. F.5{24)CF V2004-05/Vol V1365, dated December 21,
2005, provided the decision taken in tha maeting held on Movembar 10, 2005 that the GoP' would
provide funds for the payment of thesa liabilites. Accordingly, a sum of Rs.317.375 (2007
A5.317.375) million was received from the GoP during the curent year, Also refer nofe B.1 In
respect ol ihe amouni accrued by the Company from the GoP in this regard.
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22. LONG-TERM DEPOSITS

23. DEFERRED LIABILITIES

Piosl retirement medical banafits
Past retirement electricity banalits

23.1 Actuarial valuation of retirement benefits

Discount rabe

Salary increasa

Meadical cost trend
Electricity price increass

a) The amount finalized in the profit and loss
account is determined as follows:

Currpnl sarvice cost
Int@rest cost

Recognised acfuarial (gains) / losses
Expanss finakzed during the yaear

THE HARACHI ELECTRIC SUPPLY COMPANY LIMITED
flarmieity The Marsahi Dlecind Supply Cospaiatien Limaed)

21.5 During the year ended June 30, 2004, the Finance Division, GOP, vide its letter No, F.2(6)-PF.V2003-
04785, dated Aprl 20, 2004, released a sum of Rs.26.00 milion as cash development loan for village
adectrification in Hub and Winder Areas, Disfrict Lasbella. This kean is repayable in 20 years with a grace
period of five years, ending on June 30, 2008, along-with mark-up chargeable at the prevailing rate for the
respectiva years.

June 30, June 30,

3,659,380

2008 2007

(Rupeas in "0400)

3,353 848

231
231
231

These represent deposils from consumers, taken as securty Tor energy dues, carying interest ab the rate of 5%
per annum. Such deposits are repayable at the time when electricity connection of congumer is permanantly
disconnected.

2,080,536 2,743,721
1,280,319 1,260 141

384,201 A55, 720

4,645,056 4,380 582

In accordanca with the requirements of 1AS—19 "Employes Benefils®, actuarial valuation was carmed out as
at Juna 30, 2008, using the “Projected Unit Cradit Mathod™,

Pravision has been made in the financial stalements to cover obligations in accordance with the acluarial
recommendations.

Following skgnificant assumptions were used for the valuation of above-mentionad schemes,

Necessary disclosunes in respact of delined benalit plans are as follows:

Juirii 30, Jure 30,

21p0E 2007
Per annum

13.25% 11.005%%
11.09% 8.90%
7.86%: 5.71%
7.86% 571%

2008

Gratuity  benefils benedits
- (Rupees in ‘000) —-—
127,722 26,180 12,798
310,210 BT 6a9 36,172
17,067 (39,293) (1,535)
454,999 74,576 47,432
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Maedical Electricity
Gratuity  benefits banefits

======= |Rupzas in "000} ——-
b} Movement in the liability finalized in the
balance sheat
Provigion at July 01, 2007 2,743,721 1,290,141 355,720
Charge for the year 454,989 TA4.578 47,432
Benafits paid (218, 184) (84, 398) 18,951)
Provision as at Juna 30, 2008 2,980,536 1,280,319 384,201
g} Reconcillation
Cialigation under defined benefit plan 4,188,157 1,288359 420,551
Actuanal ksssas nol finalized {1,207 621) {8,040) {36,350)
Provision as al Juna 30, 2008 2,580,538 1,280,319 384,201
2007

Medical  Electricity
Gratuity  benefits benefits

{Rupesas in "000) ——-
aj The amount finalized in the profit and loss
account is determined as follows:
Curment service cosd 123,532 56 868 12,417
intarest cost 285,586 180,502 35,3M
Recognised actuarial (gaing) / losses 21,984 61,704 1.515
Expense finalized during the year 431,102 308,164 49,303
b) Movement in the llability finalized in the
balance sheal
Provishon at July 01, 2008 2480286 1,037,000 313,000
Charge Tor the: year 431,102 306, 164 49,303
Benefits paid {167 677 {55,023) {6,583)
Provision as at June 30, 2007 2743721 1,290,141 355 720
c} Reconciliation
Chaligation under defined benedit plan 2,926 340 B3R 272 A38 065
Actuanal kossas nol finalized (182,618) 451,864 17,655
Provision &% al Juna 30, 2007 743,721 1,290,141 355,720
dy Amounts for the current and previous four years are as lollows:
As at Juna 30 2008 2007 2006 2005 2004
g e, R S (RUPEES IR DD oo cannns s
Prosent value of defined
benedit obligation 5 BOT 06T 4 102 877 4 BdE 953 4 185,220 4,356,111
Parcantaga of axparianca
pdjustmants on plan
liahbilities - loss / (gain) 26% (21%) & 16% 1%
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&) The elfect ol ane percentage moverment in assurned medical cos! trend rates would have Tollowing

affects:
June 30, 2008
incroase Decreass
[Rupess in 00d)
EMmct on tha aggragats of curnent sanice and
intares! cosls 12834 11,182
Effect on the defined benafii obigaton 122 780 108 246
Jdune 30, June 34,
Hobe 2008 2007
(Rupees In ‘000)
24, DEFERRED REVENUE
Opening balance 6,978,190 5914772
Additbons during the year
Aacovenias from consumearns 241 1,039,425 &01.883
Transkes Irom spacific graml from the Govemmanl ol
Pakistan for Financial improvamant Plan (FIF) 25 4,525,548 240,052
5,564,973 1,541,715
12,544 163 T 456 487
Amartisaton lor the year ar (753,633) (477 297)
11,790,530 6,979,190
241 This epresants recovenes fram the consumars Iowands th cost of service connection, extension of mans
and streellighls
25, SPECIFIC GRANT FROM THE GOVERNMENT OF PAKISTAN
Opening balance 4702421 1,985,878
Faceived during the year under the Financial
Implementation Plan 251 4,180,000 3,970,106
Interest accruad on grant received from the GoP 34 48E1
8882 815 5,960 844
Transter io defarmed revenus 24 & 252  (4,525,548) {340,032)
interasl on bank barrowings 253 (320826) (318,381}

4,036,441 4,702 421

281 This includas a sum of As 43000 milion ecsved duning e yaar andad June 30, 2007 from a demand
finance lacilily arranged by the Company, al e behesi ol the GoP, as & resull ol which 8 Syndicaied
Finance Agresment, was exsculed babeeen the Company and a Consorium of local commercial banks, on
Septembar 24, 2005, Undar the terms of the sald agreemant, the Company has scguingd a demand financa
facdity of Fs.3,000.000 milien for the improvemant of nabwark and reduction in ransmission and distribution
Insgas under e FIP. The rabe of markup on the said tacity = KIBOR + 0.6% and shall be payabis on semi-
annual basis frem the first disbursement date. The Government of Pakistan has irevocably and
unconditionally guaranioed the mepaymant of principal and mark-up acoruing in respect thareof, through
guarantea Mo, F.5 (12) BR Il / 3005, daied Saplambaer 29, 2008 Furher, The Minisiry of Finance has
provided an undenaking, daied Oclober 01, 2005, to repay he amoun barmowed. In ihis respect, a kber
has besn issued by the Government wharebty the sasd koan shall ot ba treated as the liabdity of the
Compary, As a result themof, the same has boen moorded as a specific grant from the Govermment.

5.2 COui of ha iofal mcaipis of Asd, 180000 (2007: Rs.3.870,.105) million Trom e GoF under tha FIF, [ha
Company transterred a sum of Rs.4.525 548 (2007 As B40.032) millien fo delarred revenue in respect o
work complatod during the yoar,

This represents expensss and interesl on funds borrowed under the Syndicated Fimance Agresmsnt from
Commarcial banks in respact of the FIP, as stated in noto 25.1

Inchuded in specilic grants is swn of As4 320081 (2007: Az.3,065.285) milkon paraining o sxpendibine
imcurned on FIP, classifed as capial work-in-progress

4

2
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Juna 30, Jduna 30,
Hole 2008 2007
{Rupees in "000)
26. THRADE AND OTHER PAYABLES
Trade
Creditors

Power purchases 22,593,374 7,020,439

Fuel and gas purchases 261 8,693,803 8,850,340

Orthers | 3,442 470 2,736 248

34,729,847 18,618,025

Dther payables

hMurabaha term finance 262 750,000 T50,00:0

Apcrued liabilibes 283 1,137,705 1,378, 866
Advances/credit balances of consumers e

Enemngy 264 257,180 361,752

Others 399,714 408,087

656,694 7HO,849

Uinclaimed and unpaid dividend 650 650

Employee related duas 84,410 71.463

Electricity dufty due 1o the Govamment 265 754,235 280664

Tax deducted at sourca 26.5 216,832 88,845

PTV license faa 265 25218 22451

Payable to the then Manageng Agent, PEA (Private) Limited 29,208 20,295

Dthars 112,148 59,580

1,232,805 563,948

38,507,051 22,098 688

26.1

Included harein iz & sum of As.185.073 (2007: Rs.123.000) milion, representing financial charges due to a
creditor for making late payment in respect of gas purchases.

26.2 This represents a shorl term murabaha lerm finance arranged from & bank during the year ended

June 30, 2007, o meet the working capital requirements ol the Company. It 1= repayable In one year with
principal repaymant &l maturity on July 27, 2008 i carries mark-up at the rate of 3 months KIBOR + 2%,
payable guarterly, and s secured against first pani passu charga on the cument assats of the Company,
aggregating to Rs. 1,000,000 million, with 25% margin,

28.3 Included hersin is an aggregate sum of Rs 430,288 (2007: As.519 805) milicn representing ouwtstanding

claims'dues of propearty taxes, water chargeas, ground renl and occupancy value payabla to vanous
govemmaent authorities, In addition to the above, claims in respect of property tax. ground rent and
occupancy value payabla o vanous pgovernment  authorties, aggregating o Rs 4,105 808
(2007: Rs.3,977.873) million, have not been acknowledged by the Company as debts and. as such, thesa
hava bean disclosad under ‘contingencies” (note 31.1.2.2).

264 This also Includes amount due 10 the consumers on account of excess payments and revisson of previous
biills.
26.5 Electmcity duty, tax deducted at source and PTV hoense fee are collecied by the Company from the
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Jume 30, dune 30,
Note 2008 2007
(Rupees in "000)
27. ACCRUED MARK-UP
Accrued mark-up on:
Lang tarm linanding -3 38,785 -
Long term deposils recaivad from consumarns 22 B13,620 7O 235
FIP borrowings 25 78,332 Tr.ATA
Murabaha lerm linance 26 15,844 536
Shor term borowings 28 60,156 6,100
Shaorl term runming linanoes 28 108,142 129,236
1,112,879 817 581
28. SHORT-TEAM BORROWINGS = secured
From banking companies
Shor term borrowings
Bridge term finance tacility 28.1 3,000,000 3,000,000 |
Structured trade finance taclity 282 2,844,000 M
5.644,000 3,000,000
Short term running finances
From commercial banks - secured 28.3 4,386,723 4,506 128
10,230,723 7,586,128

28.1 This represenis a bridge ferm fnance faclity aranged by ihe Company during the year ended
duna 30, 2007 under the Bridge Tesm Finance Agreament, sxecuted bebwsen the Company and a
Consorium ol local commercial banks, for the purpose of financing s shor term fundng requirement.
Under fhe tarms of the said agreemend, the Company has acquired a ierm linance laciliy of s 3 000.000
rrillion 1o financs the short tamm funding needs of the Company, The said lacilly carmes mark-up al KIBOR
+ 1% with a cap of 20%, payable mordhly in arredrs and i secured against standby ellors of crodil
amounteng to USD 50,000 million, issued in favour of the Company by the Guli Intemational Bank.

28.2 This represents a structured frade nance tacility armanged by the Company during the current year from a
commercial bank fo bridge the shor term linance facillty for a tenos ol three months. The mark-up 1S
payable on monthly basis and 15 based on 3 months KIBOR plus 2.5% as base rate pII.EI 250 basis poant Hll
the repayment ol the entire purchase price The said facility is secured by specific 1 charge with 25%
margin over site fixed assots.

28.3 The Company has arranged varous facilities for short term runming finances from commercial banks, on
mark-up basis, 1o the extent of As.4,600.000 (June 2007: Rs.4,600.000) millson.

Thesa financss are secursd against pint par passu chamge owed curmenl assels, aggregafting to
As.9,133.000 (2007: Rs.9,133.000) mdiion, tegether with a pan passu charge on the book debts and
recalvables ol the Company, amounting to Rs.10,667.000 (2007: Rs 10,667.000) million. in addition,
damand promissory noles in respect of the sbove menlioned laciities have aleo been furmished by the
Company,

Tha rates of markup n respect of nenning finances rangs between 1-3 month KIBOR = 1.25% o KIBOR +

2.50% per annum (June 2007 KIBOR +1.25% and KIBOR + 2.00% per annumj, payable quaredy. Tha
purchase prices are repayable on varous dates, latest by August 21, 2009,

29. SHORT-TEAM DEPOSITS

Sarnce connection deposiis 28.1 2,554,729 2,028, 744

Suppliers” securty deposiia 367,626 42 430

Eameasl mondsy 8,587 104 B0E
2,830,942 2,175 080

28.1 Theasa include amounts confributed by consumers in respact of sarvica connections, extension of mains
and streatlights. The same s refundable i concemead work is not completed. Upon completion of work,
thess deposits are trenslerred o deferred revenue.
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Jume 30, Jdune 30,
Note 2008 2007
{Rupees in “000)
0. PROVISIONS
in respact of:

bank guarsntes in respect of the dispute with Sabah Shigyard 3o - 409,168
contingancies ralating 1o fatal accident cases 18,432 B3,738
18,432 482 907

301 A provision was made by the Company in the financial statements of prior years for the principal amount of
@ bank guaranias, as a resull of a dispule with Sabah Shipyard in the past. As per the Implamantation
Agreement, signed batwean the Company and the GoP, tha GoP was o make payment of any amount
pursuani o the claim against the company, within sudy days of receipt of a nolice in wiling from e
Company, accompanied by evidenca establishing the obligation of the Company. Howewvar, a5 & result of a
dhecigion ghain during he cument year by the High Cowr of Justice, Queen's Bench division, Commercial
Court, London, whare the Sabah Shipyamd had filed a case againat the Company, in favour of the
Company, provision of Rs.400.168 millon made in prior years have been wiilten back by the Company
against tha amount duse from the GoP {nota 13).

30.2 Movement in provisions during the year:

Oipening balance 482,907 559,168
Fieversal durng the year (409, 168) (66, D)

Paymanis made during the year againsi conltingencsas relating
io lalal aceiden] cases (E5,307) (1.261}
18,432 82,807

31. CONTINGENCIES AND COMMITMENTS

31.1 Contingencies

31.1.1 The Company had eniered Info & contract with Siemens Pakisian Enginearng Limfed (the
Contractor) on December 01, 2005 for the Operation and Management (O&M) of the Company.

Cruring the year ended June 30, 2008, the Company and the Contractor ran info some dispudes as a
result of which a notice of termination of O&M contract was recelved by the Company from the
Contractor, While negofiations were underway to resohre the disputes, the Contactor filed a sud
againg! the Company in respect ol non-payment of O&M fees, amounting to FAs.1,987.254 million,
and lemmimabion charges under clause 8.3 of D&M contract of Rs.984. 000 million, aggregating fo
Aa.2.971.25f milion. The Coniracior filed anobher sull against the Compamny, seeking certain
decelaration on the SAP Softwara System installed af the Company's pramisas.

Tha Company has also filed a suil agans the Coniractor, seeking damages and for rebum of all
properies of the Company by the Conptractor, including keys of the SAP software The Company has
ciaimad damages due o the lallure of the Confractor to lullill its obligation undar ha D&M
agreament, The aggregate sum claimed by the Company on account of the abowe amounts o
A5.56,985.811 mallion.

The Company is confident thal the oulcome of the above cases will be in s favour, Accordingly, no
provision has been made in these financial statermente for the above refemed sums.

31.1.2 Claims not acknowledged as debts:

3421 A claim, amouniing to A5 73.167 milion. was lodged by Pakistan Siesl Mills Limided, vide
ita betlar, number CostAccta/ER/2007/E22, datad Aprl 19, 2007, in respect of Aghl of way
charges for Transmission Line passing within the premeses of Pakistan Sleel. The said
claim has been cakculated on tha basis of the Minues of the mesting hald on July 19, 1994
wharsdn Ihe key lerms wane subject o approval of the KESC and Pakistan Steal which was

ned duly approved.
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Furitfvar, as per Sechon 12 and Secton 51 of the Eleciricity Act, 1810, any licenses 5
parmitted to lay down or place alectric supply lines with permisaion of local authority or the
oocupier of that land, subject 1o conferment ol powers under Part 1Il, of the Telegraph Ac
1885, Moreover public ulilty is also barred from payment of annwal rentals to any authority
under the sectons mentioned above and the claim s tme barred. Furhsermore, the KESC
wis issued license from Provincial Govermment and all concessions and the permissions
for such exemptions are provided in the license. Based on the abowve mentioned facts, the
Company does not acknowledge the said claim as debi.

June 30, June 30,
Hote 2008 2007
{Rupees in "000)
3M22 Other claims not acknowledged as debts:
Fatal socident cases 466,132 £82.119
Guaraniess from banks 5113 62,710
Architacls fee in respect of the Haad
Office projact 50,868 50,868
Oustanding dues of property tax, water
charges, ground rent and oooupancy value 283 4,105,906 4,977 873
Claim by MTDG on account of power
purchases 31,026,000 12 567 000
3.2 Commitments
.21 Contracts with respect fo Transmission and
Digtribution projects 4,773,000 5,684, 000
31.2.2 Quistanding Letters of Credil 3,357 180 4,021,205
31.2.3 Commitmenis for payment in respect of Combined Cycla
Power Plant 2018980 8,855 367
31.2.4 Dwidend on Prelerence Shares 314,518 64,149
31.2.5 Software icense and implernenialion cosis 338,127 =
32. SALE OF EMERGY - nat
FRosidential 17,497,080 14,944 738
Commaercial B.270.585 T.430,0608
Industrial 2 BIT 772 20,758 BET
Mational Transmission and Despatch Company 25,034 33,262
Karachi Nuclear Powar Flami 63,733 103,384
Pakistan Steal Mils Corporation (Privale) Limited 661,485 781,385
Oahars 250,813 GO0, (80

49,606,492 44 661 844

33. PURCHASE OF ELECTRICITY

Mational Transmission and Despaich Company (NTDC) 15,024,688 18,099,816
indapendent Power Producers (IPFs) 15,613,354 10,451 872
Karachi Nuclear Powar Plant (KANUPP) 1,796,843 626, 266
Pakistan Steal Mills Corporation (Private) Limited 426,012 185,889

32860895 _ 29363943

34, CONSUMPTION OF FUEL AND OIL

Matural gas 17,296,974 19,023,755
Furmnaca and othear oils 18,587 461 8 575 Ta2
35,884,435 28,599 517
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35. EXPENSES INCURRED IN GENERATION,
TRANSMISSION & DISTRIBUTION

Salaries, wages and other benelfils

Stores and spares sonsumead

Office supplies

MEPRA license fea

Repairs and maintenanca

Transpor gxpaenss

Fent, rates and laoes

Depreciation

imferdepanmental consumption

Provision againsi slow moving and
obsolale stores and spares

Others

MNobe

351,352 4 44

412

8.1

THE HARACHI ELECTRIC BUPPLY COMPANY LIMITED
{larmeity The Hareisi Bl ivie bupply Coligasstion dimited)

Transmission
Generation & distribution
SHpanses SXpENSES 2008 2007
{Rupeas in D)

533,004 3,054,431 3588335 30038999
168,825 627,058 705,883 616,142
35,035 38,453 73,488 5377
18177 18,177 36,354 29,621
110,826 331,530 442 356 404 224
E7.642 316,149 arim 353 587
30,144 49,225 79,369 275,433
1162770 2202411 3,365,181 3,234,987
- 253,047 253,047 231,704
45,630 111,715 157,345 207,130
10,034 58,500 68,534 32,996
2,172,587 T,060,686 9,233,683 A 444550

35.1 This includes a sum of As 343 251 (2007 Rs 450.327) million in respect of stalf reiremeant banefiis,

35.2 Froo olocincity benafit 1o employeses, amounting 1o Fis.110.888 (2007:Rs.99.364) million, has been inchuded in

salaries, wages and other benafits.

36. CONSUMERS SERVICES AND ADMINISTRATIVE EXPENSES

Salaries, wages and olher benalils
Bank collection charges

Transport cost

Diepreciation

Amortization of intangible asset
Repairs and mainteananca

Rent, rates and laxes

Pubfic relations and publicity
Legal expenses

Audilons’ remunaration
Profassional charges

Diraclors e

Provision against debts considened doubtiul
Oifice supplies

Cher expensas

Othar miscaellansous lee
Interdepartmeantal conswsmption
Oporation and Managemaent oo

MNote

381,362 & 44

412
2

36.3
36.4

10,9

Consumers

gervices
and billing

Adminis-
trathve and

general Jume 30,  June 30,
SNpanEaE aXpanses

2008

2007

(Rupees in "000)
1,437,339 1,252,787 2,690,126  1.BBS.BED
22378 - 22,376 56.215
161,356 G4, 472 255,828 176,684
18,602 122,987 142,599 B4, 511
- 10,668 10,668 -
8313 F9.500 43,213 32.338
43,963 71,966 115,929 121,744
. 33,706 33,706 31,571
. 39,900 39,900 36,834
- 2178 2178 1.833
= 120,789 120,788 20,137
. arm arn 500
1,170,989 - 1,170,989  1.BE1.481
45,638 51,322 86,960 G, OG0
5.504 36,092 41,596 45,508
- 57 642 57.642 1.166
80,374 16,076 108,250 Bi5.000
- . - GE6.421
3,006,454 1952874 4859328 5225031

36.1 This Includes & sum of Rs. 233,756 (2007: Rs.276.338) million in respec! of stall retirement benefits,

36.2 Froe eleciricity benefit 1o employees, amaunting o Rs. 70,066 (2007-Rs.75.579) milon, has been included in

salaries, wages and ofthar benelits
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Jumne 30, Juma 30,
Hote 2008 2007
(Rupaas in '(:00)
36.3 Auditors' remuneration
Statulory audit, hall yearly review and Raport of compliance on
Ciode ol Corporate Govemance 2,000 1,600
Ouwd of pockel expanses 176 233
2,178 1,833

36.4 This ncludes a sum of As65.472 million accrued in respect of professional services mndered by a related
party.

37. OTHER OPERATING INCOME

Late payment surchangs Ti12.93T S2T.63T
Amartisation of delerred révenus a4 753,833 47T 29T
Raturn on short term investmants 2549 a1.928
Retum on bank deposits 50,726 48,451
Rebate on electricity duty 1T 495 14,438
Scrap sale — sloras and Spanies 371,445 206,791
Liabiltlas no longer considoned payable writion back - 482
Gain on disposal of fixed assets 4.1.3 65,289 723
Collection chargas TV licenco fee 58,0409 5, 809
Liquiciatod damages recovansd lrom suppliers and contracions 75, 0B B4.530
Exchangas gain BAm 86, 752
Giain on derivative financial instrument - Cptions 14.2 226,611 -
Rental iIncoma 1,586 1,235
Rovergal of Oparaticn and Managemanl los 287,026 -
Prowiskon rd longer considened payable writhan back - fatal acciden = 65, 000

Prowision against sbow moving and obsolels slores, spares and kopsas
toole writlan back - 2677
DOthars 168,709 120,955
2,798,242 1,726,715

38. OTHER OPERATING EXPENSES

Interest on consumarns deposits 182,969 163,582
Leters of credil chargas for IPP paymants 3,854 4,377
Provisicn against sakes tax - considersd doulstiul 131 232,050 -

Provishon againsi amount due from a8 Conserium of Suppliers of
a new Power Plan] - considered doulbsiiul 133 363, 080 -
Dionations 38.1 as L L
Stamp duty on issuance of shares and ksting fee 258 &0
Miscellaneous 45512 37640
828,538 205 754

38,1 Donations do not includs any dones in whom any director or his spouss has any inlarsst,

38. FINANCE COSTS

Mark-up ! interest on short 12om borrowings 1027736 647,345
Late payment surcharge on delayed payment 1o a cradilor B4T, 156 504, 782
1,674 881 1,152,157
40. TAXATION
Curreni - based on minimum umover tax under Seclion 113 252 80T 23T 408
Prrior 67255 (8801)
319,862 218,595
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40.1 The income tax assessments of the Company have been finalized up to the assessment year 2007 |

Except for the assessments for the years 1883-84, 198596, 1987-88 and 15988-00 have not been finalized,
pending resolution of varouws issues, particularly the applhication of Seclion BOC of the Income Tax
Ordnance, 1979 at different appellate forems, mainly on the purchase of eleciricly from various power
producers.

The Departmental appeals for the assessment years 1893-94 and 1995-86 filed against the Crder of the
ITAT is currently pending for decision wherein the ITAT had decided the case in favour of the Company on
apphcation of secton 80C.

In respect of assessment year 1994-95, the Tax Depariment, in the ght of the letter of the Commissioner
(Legal Division), Large Taxpayers Unit (LTU), Karachi, dated 24 May, 2006, has withdrawn its appeal filed
betore the Honorable High Court on applcation of Saction BOC of the Income Tax Ordinance, 1879,

Moreaver, the Commissioner of Income Tax, Enforcement and Colleclion Division, Large Taxpayers Unil,
Karachi through the Order, under section 1224 dated May 7, 2005, had et aside the applicability of
presumptive taxation under section BOC of the Ordinance. In view of the above facts, no provision has been
made by the Company in the financial statement of the current year in this regard.

40.2 Deferred tax asset, amounting bo As. 18,020 (June 30, 2007 Rs.19,630) million, has not bean recognized in
thess financial stalemants as the Company is of the view thal it is not probable thal sufficient taxable profit
will b available in ihe foreseeable future against which deductible temporary differences, unused tax losses
and unused tax credils can be ulilized,

Al the year end, the Company’s assessed tax loesas amounted (o Rs 68,395 (2007 Rs.70,233) million.

40.3 The relationship between income tax expense and accounting profit has not been presented in these
financial staternents as the Company has shown losses for the tax purposes, resuling in the tax liability
based on 0.5% of umover for the curment year, Accordingly, tax under Section 113 of the Income Tax
Ordinance, 2001, has been provided for in these financial statements,

June 30, June 30,
2008B 2007
(Rupees in "000)
41. L&55 PER SHARE
Thare i no dilutive aifect on tha loss per share
of the Company, which i based on:
Loss for the year after tax (16,071,907) {12,175.878)
Number of shares

Weighted average number of Ordinary shares axcluding

Redeamable Prelarence shares outstanding during the year 13,167,074, 583 13,167,074,5983

(Rupee)

Loss per share (1.22) (0.92)
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42. CASH [UTILIZED) / GEMERATED FROM OPERATIONS

Loss before taxaton
Adjustments for non-cash charges and other items:

Depraciation

Amorisation of infangible assats

Provision for defermed Rabilities

Prowizion for slow moving stores, spares and loose fooks

Amorization of deferred revenuse

Pravision for dabis considerad doubitful

Gain on disposal of fived assels

Prowvision against sales tax - considensd doubiiul

Provision against due from a Consortium of Suppliers of
a new Power Plant - considered douwbtiul

Provigion for un-paid property tax

Liabilities no longer considared payable written back

Tariff adpustmant accrueed

Int@resl on CONSUMer deposils

Reversal of Operation and Managemen fee

Interest on shori-term borrowings

Return on bank deposits

Gain on options

Working capital changes

421 Working capital changes

(Increase) [ decreasas in current assats

Siores and spanes

Trade debis

Loans and advances

Trade deposits and prepayments
Crhar recevables

Increase in current liabilities

Trade and other payables
Shart-term deposits

43, CASH AND CASH EQUIVALENTS

Shart-term invesiments
Cash and bank balances
Shart-term borrowings

THE HARACHI ELECTRIC SUPPFLY COMPANY LIMITED
fharmieity The Harsahi Dleciri Sepply Codpaiaties Limited|

Naote

38
T
39
ar
14.2
421

16
17
28

Jure 30, Jume 30,
2008 2007
(Rupees in “000)

{16,752,045) {11,957,383)
3,507,780 3,329 498
10,668 -
&7T, 0T T26,668
157,345 204,453
(753,633) (477 297)
1,170,584 1,861 461
{65,289) (3,723)
232,050 -
363,080 -
- 42 000
{65,000}
- {1,147 2500
182,969 163,562
(287,026) -
1,027,736 647,345
{50,726) (62,147)
{226,611) -
10,338,210 7,738,660
433,504 1,020,847
(219,510) (1,437 477)
(4,946,273) (2,838,978)
{113,636) 66,055
1,274 i4,175)
(1,906, 719) 1,770,140
(7. 187 86d) (2 444 435)
16,772,121 9,435,165
754,953 T47 530
10,338,210 7,738,660
100,259 GOT. 71T
2,334,148 3,837 318
{10,230,723) (7.506,128)
(7.796,316) {3,051,002)
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44, REMUNERATION OF MANAGING DIRECTOR,

THE HARACH] ELECTRIC SUPFLY COMPAMY LIMITED
(larseerty The Hadaebe Biritie Bupply Carparation Lehited)

DIRECTORS AND EXECUTIVES
2008 20407
Managing Managing
Director Directors Executives Director Directors Executives
{Rupees |n ‘000)

Diractars’ fea - armo = - 500 -
Managerial remunaration 8,516 - i B.429 - 56,806
Haouse ran 3,832 - 35,027 1.845 . 25,248
Others __831 LS | P ;. S 1 - M = 8,623

13,199 aro 123,944 10,451 500 90,675

Humber of persons 1 11 5T 1 11 ar

Tha Exscutives and Managing Direclor of the Company are provided medical and car facilties. One of the

direcions is akso provided with the car facility,
45, TRANSMISSION AND DISTRIBUTION LOSSES

45.1 Tha transmission and distribution losses wene 34.12% (2007: 34.23%) durng the cursent year. The trand ol
transmession and disinbulion losses ovar the ywaears is as lollows:

2000-2001
2001-2002
2002-2003
2003-2004
20042005
20:05-2006
2006-2007
2007-2008

36.81%
41 11%
40.7B%
37.84%
H.23%
34.43%
3. 23%
H.12%

45.2 One of the factors attributable to these kosses is the thel of electricity, which cannot be billed as i is subject
o idahidication, which has direcily aflecied the prolitabiiy of tha Company. Mo consideration has bean
given to wunits over bilked in prior years and correcied during the year in the detarmination of transmisslon
and distribution lossas parcantage as disclosed in the above relamed noba.

46, FINAMCIAL INSTRUMENTS
46,1 Intorest rato risk

Irderest / mark-up ratle sk anse from the possibilty thal changes in infenes S mark-up rales will alect the value
of financial instruments. The Company manages these mismaiches through nsk management strategies whara
significant changes in gap position can be adjusted. The Company has hedged fis interest rale sk through
cross cummency swap, ihe details of which are mentioned in Mota 14 of these mancial statements, The
Company eniers inbo varnous types of long-lerm and shori-term loans and menning finance arrangemanis for
financing its gensration, transmission and distribution projects and meeting working capital requirements, the
table given balow indicabes thair effective interest | mark-up rales al ihe balance shaal data

Fitectie Intmresl | Markup bearing Mnm-inimres) ! Warkup hearing Total
yheld Makurtty wugin Maluriky ste Maturity upin  Malurity aftse dnares 33
_Mmaduprie  eesyear  oneypes  Bubdotsl  oneyss  oneyes  Fub-lotl 3008
e Auipe=pa in 005
duna B, R
FRANCIAL ABSETE
Papaeaive s GoP ' ' . TS Tda5E sRALF k] i, 1id#id
(AT ] 7, aa LTy ] ik ] & LEL ) [ B i1 b
Chfrcmtn - - - - S a0 gar bl ] 0,
Tiaatn et - - TR A1 Tl = 1AL TR 12,814, Fd
a1 moovalios ATI AT - AT RET AT1, 24T
Faii vaium of dermiive
T - . - - A07 E04 - A07 B0 00,
Short Imem FymeTmEed 12.80 100, 7589 1 10,5738 ’ > e 1o, a0
Canh i bArk balarces TR amm.esn 4 Lkt 1,08 VR - 1A% v} 3,33, 148
BOAIN AGTE  BUSNE1  ISABSBEY  sARe  1RMESAMS  14081EN
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Effoctira _ intersal (Markupbeading  Hondnierest/Msckupsarng Tolsl
yowid | Mmturity upin llnjunsy e Mptunty upto  Ewtursy atier duns 30,
- ek nne year nne year Fut-intal nne e one year Sut-inial 1008
k% Rupess s 1)
dufiit 30, 2008
FIRANCIAL LIATRLITIER
Leng ferm fimancing LIBOA « 1§ : TAHEEE 7.5 410,750 MIEAE 1.230,188 BEIATTH
HIBO + 3
Ly tais cgmasts 5 - AES8ARG 5,858,380 . . a 4,840,380
Trase wo oitusl payubiss 3 manihs a0, 000 - 0,000 8, TS, 580 = B, Tasme0 17 435 880
IO & 3
Accred mank g KIBOR:1.15-268  LILETE S KR - . - 1,1 ELETH
Ehor term Bommsengs HIBOR n.n-: u.mrn - u.mm . . . 10,230,723
Bhoe teim deposrts 2.9 B « _BBM8AR 0 26054
M n.m'm 80,177,577 EIBADE ADRATOE0 &,094 503
Effectivg irlereal | Marup bearing  Hondinierest / Markup bearing Trtu
ol | Mty upln Malury sfie Maturily uply uu..-q., aller Juns 30,
mapiete _soeew_soeyeSubtol S Bkt 1807
- lupllll
FIRAMCIAL ABSETS
Flivsiaalis fin D . . - 217.975 100RTS 1,408,188 1,420,180
Lawtirs i 7,104 23,80 2 s 1,430 T B 0 134,524
Ceparais ' 2.050 18700 0,750 #0750
Trads deids ' &G4 510 BB S0 540,550
Ascited s @5 & b5 . il.BaR . . il BER
D7 1@ eabies : : . . A33.580 lualu 33,260
SN0 I imenaimanm w70 607,717 7. TIT . 07,77
Cash andl bank balanoss Qb-E M T-LF N ¥ | —— .._.H.EE. _.H!;f-.!f L
__B0SNTE  gaed  J0MGN8 17900814 100 Tn AR nSS00108
FIRKNCIAL LIATRLITIES
Livg vt Ronarting : . . E 2ram LM 1188 14641108
[E N pe———— 5 : 1A EEE 3353840 . - - 2998 Sl
Tiané oril OO pdyabie 3 T 750, D0 . TS0,000 20 4. 170 . EneeE1TH 1, TRETTH
HE0R2
e e HIBOH 847 584 - BT84 - - . TR
1I5FAE
Shae imrm Bommengs WIBOW + 1303 7580138 - T.E6.1IR . . . 7090, 128
Ehoet iwrm dnpos - : - - FALri L) - paTRER LiThenn

526 T 3353 848 1230617558 ThERT B 1A A1 B4 50608 3T 08 14

46.2 Concentration of credit risk

Cradit risk represents the risk of a kboss thal would be recognized at the reporting date if the counter parties
fail to periorm as confracted. The Company's credit risk i primarily atirbutable to (s rade deblors and
bank balances. The credit rsk on liguid funds is limited becauss the counter parties are banks with
reasonably high credil ratings. Out of the totsl financial asssts of Rs 16 983,626 (2007: Rs.15,500.136)
million, tha financial assets which are subject 1o credit risk amounted 1o FAs 14645478 (2007:
Rs.11,611.817] milllion. The Company's electricity s sold to Indusinal and residential consumers amd
govamment organizations. Dus 1o large numbar and divecsity of s consumer bass, concantration of cradit
risk with respect to trede debloss is Bmiled. Furiher, the Company manages s credil rhsk by obtaining

sacurity deposil from the consumans.
45.3 Capital Management

The primary objective of the Company's capilal managemeant i 10 ensure thal it mainans healthy capital
ratios in order to suppor its business and fo sustain fulure development of the business. The Company
closely monilors the relum on capial along with the level of distributions 1o ordinary sharsholders, No

changes were made in the objectives, policies or processes dunng the year ended June 30, 2008,
The Compamy monilors capdal wsing a debi equity ratio, which is long tem debt dvided by iotal capital plus

long berm loan, The debl comprses of kong lerms loans including current malunty, Equity comprizsas of
share capital, capital and revenus resandes, The debd equity ratio is T4:26 (2007 28:72),
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46.4 Foreign exchange risk management

Fﬂl"ﬁlm CUme&ncy FIEkK Brisas FHE":,I' whers receivablaes and Flﬂ.jlﬂl}lﬂﬁ exist diue 1o transachons antared o
foreign currencies. The Company is exposed o foreign curmeéncy risk on purchases, and bofrowings that ane
enlered in a currancy other than Pak Rupeas, As the Company imporls items of operating lixed assels, any
appreciation in loreign currency (mainly US Dollars and Euro) has an adverse impact on the Company’s
operations and cash flows. The Company offsels the said adverse impact by execuling cross currency
swap and oplion contracts.

465 Liguidity risk

Liquidity risk reflects the Company's inability of mising funds 1o meat commitments. Managemant closaly
monitors the Company's liquidity and cash fliow position. This includes maintenance of balance sheat
liquédity ratios, debtors and creditors concentration bath in terms of the cwverall funding mix and avoidance of
undue reliance on large individual consumears. In addition, the Company amranges credit facilities from the
banka.

46.6 Fair value of financial iInstrumenis

Fair value is the amount for which an asssl could be exchanged, or a llability can be setled, batwesn
knowledgeable wiling parties in an arm's length Iransaction,

The carrging amounis of all the financial instruments reflecied in the congolidated financial stabemants
appraximabe (hedr fair value,

4T7. TRANSACTIONS / BALANCES WITH RELATED PARTIES

FRalated parties of the Company comprisa associates, direciors, key management personnal, refirement banefit
plans and major suppliers. Amounts due from and to related parties, amounis due from executives and
remunaration of the Chairman, Chief Executive and Executives are disclosed in relevant notes,

Terma and conditions of transactions with related parties

The ransactions with the related paries are made al nomnal market prces. Oulstanding balances are disclosed
below. There have been no guaranteas provided or recaived lor any relaled pary recesables or payables. For
the year ended June 30, 2008, ihe Company has nol made any provision lor doubliul deble ralaling to amouwnls
owed by relaled parties. An assessment s underaken each linancial year through examining the financial
position of the related pary and the market in which the related party operates.

June 30, June 30,
2008 20407
(Rupees in "'000)
47.1 Hational Transmission and Despatch Company,
a major supplier

Sales 25,034 33,262

Purchases 15,024, 686 18,0940 816

Amount payabde included in creditors 18,451,137 5,576,537
47.2 Pakistan State Oil Company Limited, a major supplier

Purchages 18,587 461 9,575,762

Amount payable included in credilons B12.412 BE2,738
47.3 Sui Southern Gas Company Limited, a major supplier

Purchasis 17,208,674 19,023,755

Amount payabile included in craditors T.BE1.391 7976 604
47.4 Gul Ahmed Energy Limited, a major supplier

Purchases 7,607,968 5,556,346

Amount payabile included i creditors 1,025 577 676,788
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flaimieity The Marsahi Dlecind Supply Cospaiatisn Limaed)

Jume 30, Jure 30,
2008 2007
(Rupaas in ‘000)
47.5 Tapal Energy (Private) Limited, a major supplier
Purchases 7,008,711 4 612,783
Amount payable included in creditors 1,103,881 574 407

48. CAPACITY AND PRODUCTION

The iedal nslalked capacily is 1685 MW (2007 1756 MW), The actual production during the year was B 862.000
KWH (2007 8,168,800 KWH) milion, The actual production ks lower as the power generating plant and
machinery, after taking planned and forced outages, are nomally operated st 60% load as compared to the
installed capacity which is also subject to variations in day and night time peak demand. Further, no production is
possible whan any unil is undar major ovarhauling and rapairs.

49. DATE OF AUTHORISATION FOR ISSUE

These financial statements were authornized for issue on 30 October 2008 by the Board of Directors of the
Company.

50. GENERAL

Al figures have been rounded off to the nearest thousand nipees.

"‘!:-uh;hﬂ_ltﬁ_mt__ ).u_u-hﬂl -—
- i
Haveesd Ismall 8. Mohammad Akhtar Zaidi
Chief Executive Officer Director
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THE KARACHI ELECTRIC SUPPFLY COMPANY LIMITED
Aharseriy The Hadaibs Diecio Bupply Canpssalion Lesibed)

Attendance of Directors

Attendance of Directors at Board of Directors (BOD) and
Board Audit Committee (BAC) Meetings held during the year
01 July 2007 to 30 June 2008

Board of Directors Meetings

Mame of the Directors

MNo. of Board
Meeting Attended

Remarks

Mr. Abdulaziz Hamad Aljomaih
hr. Naser Al-Marri

Syed Mohammad Amjad

Mr. Shan A. Ashary

Mr. Reyadh S. Al, Edrigsi

Mr. Peter Hertog

Mr. Ariful Islam

Mr. Fazal Ahmed Khan

Mr. Muhammad lsmail Cureshi
Mr. Mubasher H. Sheikh

Mr. Imran Siddicqui.

Syed Mohammad Akhtar Zaidi

:ammummhum_-fgn

35 ]

1

B R OE MOE R OB

Taotal HNumber of Board Mestings.

Board Audit Committee Meetings

s.
No. Name of the Directors

No. of Board
Heetins_: Attended

Remarks

Mr. Maser Al-Marri

Mr. Shan A Ashary

hr. Fazal Ahmed Khan
Mr. Mubasher H. Shaikh

o I

4
1
4

Total number of Audit Commitiee Meetings.

Annual Repaort - 2008



THE HARACHI ELECTRIC SUPPLY COMPANY LIMITED
flarmieity The Marsahi Dlecind Supply Cospaiatien Limaed)

Pattern of Shareholding

Ordinary Shares
As on 30 June 2008

Ranges

_ Shareholders From | | To Shareholding
4,184 1 - 100 131,362
2,928 101 = 500 847,153
1.986 501 - 1,000 1,780,714
3,779 1,001 - 5,000 11,153,930
1,176 5001 - 10,000 9,854,959
372 10,001 = 15,000 4 BTG 4596
307 15001 - 20,000 5,800,828
152 20,001 - 25,000 3,630,002
ag 25,001 - 30,000 2 85T 064
&3 30,001 - 35,000 1,770,815
a9 45,001 - 40,000 2,319,300
30 40001 - 45,000 1,311,282
a5 45,001 - 50,000 4,198,026
E Y 50,001 - 55,000 1,640,178
22 55,001 - 60,000 1,292,500
16 60,001 - 65,000 1,014,847
12 65,001 - F0,000 234 563
18 0,001 - 75,000 1,333,500
10 75001 - 80,000 790,477
7 80,001 - 85,000 579,040
6 85,001 - 80,000 535,000
4 90,001 - 45,000 A7E, 000
86 95,001 - 100,000 8,579,000
9 100,001 - 105,000 929,500
a 105,001 - 110,000 868 450
4 110,001 . 115,000 455 500
6 115001 - 120,000 715,500
5 120,001 - 125,000 623,719
1 125,001 = 130,000 126,000
7 130,001 - 135,000 936 500
4 135001 - 140,000 555,500
4 140,001 - 145,000 572,000
11 145,001 - 150,000 1,641 500
2 150,001 - 155,000 308 646
3 155,001 - 160,000 473,097
2 160,001 - 165,000 324,500
5 170,001 - 175,000 870,400
2 175,001 . 180,000 360,000
2 180,001 - 185,000 364,500
1 185,001 - 190,000 190,000
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Jfarserty The Hadmi b Dieatic Rupgly Carpadation Lssited)

Pattern of Shareholding

14 185,001 - 200,000 2,800,000
1 200,001 . 205,000 205,000
4 205,001 . 210,000 829 562
2 210,001 - 215,000 427,000
1 215,001 : 220,000 218,000
1 220,001 . 225,000 225,000
3 225,001 - 230,000 685,700
4 245,001 + 250,000 996,500
2 250,001 - 255,000 505,500
3 260,001 . 285,000 TBE, 456
1 265,001 d 270,000 270,000
1 270,001 . 275,000 275,000
2 275,001 - 280,000 554,183
1 280,001 . 285,000 284,803
3 280,001 - 285,000 877,000
& 205,001 : 300,000 1,800,000
1 300,001 * 305,000 300,968
1 305,001 - J10,000 30T 4489
1 325,001 . 330,000 330,000
1 330,001 . 335,000 335,000
2 345,001 - 350,000 700,000
2 360,001 . 365,000 724,500
1 365,001 - 370.000 370,000
1 380,001 + 385,000 381,000
1 385,001 - 380,000 385,500
2 385,001 . 400,000 794,500
1 400,001 - 405,000 401,014
1 440,001 % 445,000 444 771
2 455,001 s 450,000 814,600
1 460,001 . 465,000 461,000
2 465,001 - 470,000 935,613
1 475,001 - 480,000 480,000
1 485,001 » 500,000 500,000
1 530,001 . 535,000 531,000
1 555,001 - 560,000 559,480
1 570,001 - 575,000 574,000
1 505,001 - G00,000 GO0,000
2 615,001 - 620,000 1,235,500
1 &60,001 - 665,000 663,861
1 680,001 - 695,000 620,315
1 685,001 - 700,000 700,000
1 700,001 . 705,000 T02,000
1 715,001 - 720,000 720,000
1 730,001 3 735,000 733,500
3 745,001 . 750,000 2,248 000
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Pattern of Shareholding

1 T50,001 - 755,000 T52,000
1 Fr0, 00 - 75,000 F5,000
1 795,001 - 800,000 800,000
1 800,001 . BOS,000 805,000
1 845,001 - 850,000 850,000
1 S50, 001 - 955,000 950,509
3 895,001 . 1,000,000 2,999,000
| 1,055,001 - 1,060,000 1,059,784
1 1,075,001 = 1,080,000 1,076 517
1 1,085,001 . 1,100,000 1,100,000
i 1,145,001 . 1,150,000 1,150,000
| 1,205,001 . 1,210,000 1,208,500
1 1,325,001 - 1,330,000 1.329 500
1 1.565,001 . 1.570,000 1.267 100
1 1,620,001 - 1,625,000 1,623,450
| 1,895,001 . 2,000,000 2,000,000
1 2. 170,001 - 2,175,000 2,174,000
1 2,320,001 . 2,325,000 2,323,182
i 2,995,001 - 3,000,000 3,000,000
| 3,435,001 . 3,440,000 3,437,676
1 3,775,001 - 3,780,000 3,778 4049
1 4 895,001 . 4,700,000 400,000
1 6.315,001 - 6,320,000 6,318,000
1 8,295,001 . 8,300,000 8,300,000
1 8,705,001 - 9. 710,000 9,706 9649
1 9,995,001 - 10,000,000 10,000,000
1 14,835,001 . 14,840,000 14,837,775
1 15,570,001 - 15,575,000 15,574,500
1 17,155,001 = 17,160,000 17,155 860
1 32,915,001 - 32,920,000 32.917.G88
1 111,855,001 . 111,860,000 111,955,750
| 3,378,000,001 . 3,378.100,000 3,378,008 487
1 9,414 455,001 = 9,414 460,000 9414 458 612
15,619 13,167,074,983
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Pattern of Shareholding

Categories of Shareholders (ordinary shares)

As on 30 June 2008

Shareholders holding ten percent or
more voting interest in the Company
KES Power Limited

President of the Islamic Republic of Pakistan

Associated Companies, Undertakings
and Related Parties

NIT and ICP

Hasan Associates (Pvt.) Ltd.

Premier Mercantile Services (Pvi.) Litd.
Wational Bank of Pakistan Trustee Depl
Investment Corparation of Pakistan

Hational mvestrment Trust

Directors, CED & Their Spouse and
Minor Children

Executives

Banks, Development Finance Institu-
tions, Non-Banking Finance Institutions,
Insurance Companies, Modarabas and
Mutual Funds

Banks, Financial Institutions
Investment Companies

Insurance Companies

Joint Stock Companies

Modarabah Management Companies
Modarabah Companies

Charitable Trusts

Mutual Funds

Leasing Companies

Individual

Others

Annual Report - 2008

| ambor | | vomstareatoia | | pecertage |
§,414,458,612 71.500
3,178,098, 487 25.656
1 111,955,750 0.850
1 12,917,688 0.250
1 1,778,486 0.029
1 10,339 0,000
1 41,21 0.000
2 55,000 0,000
1 44,700,511 0.319
25 1,214,637 0.024
12 2,095,892 0.016
1 32,261,403 0.245
1 10,000 0,000
10 255,189 0.002
12 743,677 0,006
4 7,875,000 0.060
2 1,025,000 0.015
15,372 131,933,107 1.002
9 fdd T4 0,005
15,419 13,167,074,983 100,000
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Pattern of Shareholding

Redeemable Preference Shares
As on 30 June 2008

Ranges

Shareholders From To Shareholding |
539 1 100 21,122
1,110 101 500 261,297
494 501 1,000 136,414
574 1,001 5,000 1,134,357
73 5,001 10,000 505,158
10 10,001 15,000 187,559
12 15,001 20,000 203,381

3 20,001 25,000 66,642

& 25,001 30,000 158,522

3 30,001 35,000 97,059

3 35,001 40,000 111,575

1 40,001 45,000 43,214

1 45,001 50,000 46,349

1 50,001 55,000 52,968

1 55,001 60,000 113,905

4 65,001 70,000 260,388

1 90,001 95,000 91,787

2 95,001 100,000 195,292

1 130,001 135,000 130,194

1 439,655,001 439,660,000 439,658,388

1 1,270,405,001 1,270,410,000 1,270,409,031
2,864 1,714,285,713
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THE KARACHI ELECTRIC SUPPLY COMPAMY LIMITED
Jfarserty The Hadmi b Dieatic Rupgly Carpadation Lssited)

Pattern of Shareholding

| Categories of Shareholders (Redeemable Preference Shares)
As on 30 June 2008

Mumber | | Tolal Shares Hm| Percéniage |

Shareholders holding ten percent or
maore voting interest in the Company
KES Power Limited 1 1.270,409.032 T4 007
President of the |slamic Republic of Pakistan 1 43%,658,388 15647

Associated Companies, Undertakings
and Related Parties
NIT and ICP

Directors, CEQ & Their Spouse and
Minor Children

Executives

Banks, Development Finance Institutions,

Hon-Banking Finance Institutions,

Insurance Companies, Modarabas and

Mutual Funds

Banhks, Financial Institutions F] 95,652 101, 00

Irvestrment Companbes - - -

Irsurance Companies 1 it 0,000

Jaint Stock Companies 22 107,382 0. 00

Madarabah Management Companies - - -

Modarabah Companies - - -

Charitable Trunts 1 4 795 0.0
1,806 0. (e30

Murtual Funds - -

Leasing Compsan bes

Individual 2,81 4,004 &05 0,234

Others 1 4, 457 0. 600

2, B4 1,714, 285,713 100, 00
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THE KARACHI ELECTRIC SUFFLY COMPANY LIMITED
Farmerely The M adbi Bl bio Supply Carperation Lisibed

Proxy Form

| 7 We of being a
member of the Karachi Electric Supply Company Limited (formerly: Karachi Electric
Supply Corporation Limited), hereby appoint of

or failing him / her of

as my / our proxy to attend and vote for me / us and on my / our
behalf at the 98™ Annual General Meeting of the Company to be held at Navy
Welfare Centre, Liaquat Barracks, Karachi on 5aturday, 29 November 2008 at
11:30 a.m. or at any adjournment thereof.

As witnessed given under my ¢ our hand(s) this day of 2008

1. Witness:
Signature:
Mame:
Address:

Z. Witness: Signature of Member
Signature:
Hame: Shares held
Address: Shareholder's Folio &
{ CDC Account #

CHIC & HEEEEEEEE L1

NB: 1. Mame may be written in BLOCK LETTERS and mention your
Ledger Folio / CDC Account Mo. and also the Ledger Folio /7 CDC
Account No. of the Proxy Holder.

2. Proxy may be given to a person who is a member of the
Company, except in the case of Companies where the proxy may
be given to any of its employee for which certified true copy of
Power of Attorney and / or Board Resolution with regard to
appointment of proxy may be attached.

3. In case the proxy is the beneficial owner of CDC, must enclose
an attested copy of his / her CNIC or Passport.
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