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THNOTICE OF 17  ANNUAL GENERAL MEETING

thNotice is hereby given that the 17  Annual General Meeting of Japan Power Generation Limited will be held on 
thThursday, November 24 , 2011 at 9:00 AM at registered office/plant located at Jia Bagga, off Raiwind Road, 

Lahore to transact the following business:

ORDINARY BUSINESS: 

th 1. To confirm the minutes of the 16 Annual General Meeting of the Company held on Tuesday, September  
28, 2010.

2. To receive, consider and adopt the audited financial statements of the company for the financial year 
ended June 30, 2011, together with the Directors' and Auditors' Reports thereon.

3. To appoint auditors, M/s Hyder Bhimji & Co, Chartered Accountants, for the Company for the financial 
year ending June 30, 2012 and fix their remuneration.

4. To transact any other business that may be placed before the meeting with the permission of the Chair.

  
     By order of the Board

Lahore        Zain ul Abidin
November 04, 2011       Company Secretary
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1.     The Share Transfer Book of the Company will remain closed from November 15, 2011 to November 24, 

2011 (Both days inclusive).

2.    A member entitled to attend and vote at the meeting may appoint another member as his/her proxy to 
attend and vote in his/her place.  Proxies, complete in every respect, in order to be effective, must be 
received at the Registered Office of the Company located at Jia Bagga, off Raiwind Road, Lahore, not less 
than 48 hours before the time of holding the meeting.

3.     Members are requested to promptly notify the Company any change in their addresses.

4.    CDC Account Holders will further have to follow the under mentioned guidelines as laid down in circular -1 
dated January 20, 2000 issued by the SECP:

A. For Attending the Meeting

1. In case of individuals, the account holder or sub-account holder and/or the person whose securities are in 
group account and their registration details are uploaded as per the Regulations, shall authenticate his 
identity by showing his original National Identity Card (CNIC) or original Passport, Account and 
Participant's ID number at the time of attending the Meeting. 

2. 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

1. In case of individuals, the account holder or sub-account holder and/or the person whose securities are in 
group account and their registration details are uploaded as per the Regulations, shall submit the proxy 
form as per the above requirements.

2. The proxy form shall be witnessed by two persons whose names, addresses and CNIC numbers shall be 
mentioned on the form.

3. Attested copies of CNIC or the passport of the beneficial owners and the proxy shall be furnished with the 
proxy form.

4. The proxy shall produce his original CNIC or original passport at the time of the Meeting.

5. 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.

NOTES
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DIRECTORS' REPORT TO THE MEMBERS
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OPERATING AND FINANCIAL DATA
SIX YEARS SUMMARY
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VISION STATEMENT

TO BECOME PARTNER IN PROGRESS OF THE COUNTRY
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· To be a company that endeavors to set the highest standards in corporate ethics.

· To achieve leadership through the use of technology and contribute to the development of 
the society.

· To transform the company into a modern corporate entity by achieving high standards of 
good governance.

· To earn better relationship with WAPDA by achieving production at optimum level and 
efficiency by lowering operating cost.

· To provide congenial working atmosphere to the employees by taking care of their career 
planning and adequately rewarding them for their contribution.

                 
· To discharge social and cultural obligations towards the society as a patriotic and 

conscientious entity. 

MISSION STATEMENT
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This statement is being presented to comply with the Code of Corporate Governance in the listing regulations 
of Karachi and Lahore Stock Exchanges for the purpose 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. The Company encourages the representation of independent non-executive directors on its Board of 
Directors. At present the Board includes more than three independent non-executive directors. 
However there is no representation of minority shareholders on the Board.

2. The directors have confirmed that none of them is serving as a director in more than ten listed 
companies, including this Company.

3. All the resident directors of the Company are registered as taxpayers and none of them has defaulted 
in payment of any loan to a banking Company, a DFI or an NBFI or, being a member of stock 
exchange, has been declared as a defaulter by that stock exchange.

4. The Company has prepared a 'Statement of Ethics and Business Practices' which has been signed by 
all the directors and employees of the Company.

5. Causal vacancies occurring in the Board were filled up by the directors within 30 days thereof.

6. The Board has developed a vision/mission statement, overall corporate strategy and significant 
policies of the Company. A complete record of particulars of significant policies alongwith the date on 
which they were approved has been maintained.

7. All the powers of the Board have been duly exercised and decisions on material transactions, 
including appointment and determination of remuneration and terms and conditions of employment 
of the Chief Executive Officer (CEO), have been taken by the Board.

8. The meetings of the Board were presided over by the Chairman and, in his absence, by a director 
elected by the Board for this purpose and the Board met at least once in every quarter. Written notices 
of the Board meetings, alongwith agenda and working papers, were circulated before the meetings. 
The minutes of the meetings were appropriately recorded and circulated.

9. The Board members were offered orientation courses on their duties and responsibilities.

10. The Board has approved the appointment of Chief Financial Officer (CFO), Company Secretary 
including their remuneration and terms and conditions of employment, as determined by the CEO.

11. The directors' report for the year ended June 30, 2011 has been prepared in compliance with the 
requirements of the Code and fully describes the matters required to be disclosed.

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

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

STATEMENT OF COMPLIANCE
WITH CODE OF CORPORATE GOVERNANCE
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14. The Company has complied with all the corporate and financial reporting requirements of the Code.

15. The Board has formed an Audit Committee. It comprises four members, all of whom are non-
executive directors including the Chairman of the Committee.

16. The meeting of the Audit Committee were held once every quarter prior to approval of interim and 
final results of the Company and as required by the Code. The terms of reference of the Committee 
have been formed and advised to the Committee for compliance.

17. The Board has set up an effective internal audit function through outsourcing to qualified and 
experienced personnel who are conversant with the policies and procedures of the Company.

18. The statutory auditors of the Company have confirmed that they have been given satisfactory rating 
under the Quality Control Review program of the Institute of Chartered Accountants of Pakistan, that 
they or any of the partners of their firms, their spouses and minor children do not hold shares of the 
Company and that the firms and all their partners are in compliance with International Federation of 
Accountants (IFAC) guidelines on code of ethics as adopted by the Institute of Chartered Accountants 
of Pakistan.

19. The statutory auditors or the persons associated with them have not been appointed to provide other 
services except in accordance with the listing regulations and the auditors have confirmed that they 
have observed IFAC guidelines in this regard.

20. We confirm that all other material principles contained in the Code have been complied with.

                      On behalf of the Board              
                    Chief Executive OfficerIslamabad: October 31, 2011
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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 Japan Power Generation Limited (the company) for the 
year ended June 30, 2011 to comply with the Listing Regulations of the respective stock exchanges, 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. Our responsibility is to review, to the extent where such compliance 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 inquiries of the Company 
personnel and review of various documents prepared by the company to comply with the Code.

As part of our audit of the financial statements we are required to obtain an understanding of the accounting and 
internal control systems sufficient to plan the audit and develop an effective audit approach. We are not required 
to consider whether the Board's statement on internal control covers all risks and controls, or to form an opinion 
on the effectiveness of such internal controls, the company's corporate governance procedures and risks. 

Further, sub-regulations (xiii a) of the Listing Regulations 35 notified by the Karachi Stock Exchange (Guarantee)  
Limited vide circular KSE/N-269 dated January 19, 2009 requires the company to place before the Board of 
Directors for their consideration and approval related party transactions distinguishing between transactions 
carried out on terms equivalent to those that prevail in arm's length transactions and transactions which are not 
executed at arm's length price recording proper justification for using such alternate pricing mechanism. Further, 
all such transactions are also required to be separately placed before the audit committee. We are only required 
and have ensured compliance of requirement to the extent of approval of related party transactions by the Board 
of Directors and placement of such transactions before the audit committee. We have not carried out any 
procedures to determine whether the related party transactions were undertaken at arm's length price or not.   

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, as applicable to the company for the year ended June 
30, 2011.

Lahore: October 31, 2011           HYDER BHIMJI & CO.
                                                                                                CHARTERED ACCOUNTANTS 
                                                                                                 (Syed Aftab Hameed, FCA)

REVIEW REPORT TO THE MEMBERS 
On Statement of Compliance with
Best Practices of Code of Corporate Governance
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AUDITORS' REPORT TO THE MEMBERS
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Lahore: October 31, 2011
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BALANCE SHEET
AS AT JUNE 30, 2011

Islamabad: October 31, 2011
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PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2011

4,724,149

(5,170,336)

(446,187)

(114,148)

(560,335)

21,290

(539,045)

(962,710)

(1,501,755)

(1,503,480)

(1,725)

(9.61)

Gross (loss) / profit

2,731,939

(2,443,209)

(288,730)

(68,045)

(220,685)

(20,012)

(240,697)

(691,426)

(450,729)

(1,623)

(452,352)

(2.89)

Operating (loss) / profit

2011 2010

Islamabad: October 31, 2011
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2011

2011 2010

(1,503,480) (452,352)

1,522

(450,830)(1,501,080)

2,400

comprehensive loss  

Islamabad: October 31, 2011
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CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2011

2011 2010

Change in long term finances

Net cash inflow / (outflow) 

Purchase of property, plant and equipment

375,575

(62)

60,368

(52,089)

(3,207)

(55,268)

(48,404)

(46,800)

(95,204)

(90,104)

(312,935)

(2,210)

28

220,703

130,599

Net cash (outflow) / inflow from 

Net (decrease) / 

(32,873)

(78)

(219,133)

(477)

2

(3,892)

425,282

(6,400)

418,882

195,857

(184,958)

(1,224)

(3,417)

24,846

220,703

Islamabad: October 31, 2011
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2011

June 30, 2009 1,560,376

1,560,376 2,457

2,400

20,735 20,735

(2,605,659) (1,042,826)

(1,501,080)(1,503,480)

(2,174,043)

(452,352)

20,736

935 (612,732)

(450,830)

20,736

1,522

June 30, 2010

(2,523,171)(4,088,404)1,560,376 4,857Balance as at June 30, 2011

Loss

Loss

Islamabad: October 31, 2011
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2011

1.   LEGAL STATUS AND NATURE OF BUSINESS 

1.1 Japan Power Generation Limited was incorporated in Pakistan on September 29, 1994 as public limited 
company under the Companies Ordinance, 1984 and its shares are quoted on Lahore and Karachi Stock 
Exchanges. The registered office and plant of the company is situated at Near Jia Bagga Railway Station, Chowk 
Araian, Off Raiwind Road, Lahore. The principal business of the company is to generate and supply electric 
power to WAPDA. The company commenced commercial operations from March 15, 2000. 

1.2 The company has incurred operating loss for the year amounting to Rs. 1,503million (2010 : Rs. 452 million) 
and its accumulated loss has increased to Rs 4,088 million as at June 30, 2011, whereby it has negative equity 
and adverse current ratio at that date. The major loss contributing factors have been shortfall in reimbursement 
from WAPDA of actual fuel cost incurred and excessive financial costs due to non-repayment of term loans/ 
finances both owing to tariff reductions agreed with WAPDA in 1999. In addition to this, amounts from the 
Capacity Price Payments (CPP) were withheld by WAPDA to adjust these against its own disputed dues / amount 
of fuel advances, which further `increased the financial burden and resultant costs to the Company. The 
disputed amounts have been explained in detail at note 20.1 to 20.5 of these financial statements.

In order to mitigate the above stated situations, the Company has fully rehabilitated the plant with the advances 
provided by WAPDA/PEPCO, which will help the Company in improving its Capacity Payments to contracted 
capacity in the subsequent periods. Further, to improve the Company’s financial position and liquidity,  the 
following steps are being taken on a priority basis:

i)  Implementation of steam turbine to generate electricity by recovering waste heat from exhaust of engines, 
which will reduce fuel loss.
ii)  Preparation and filing of a petition for revision/enhancement of tariff structure before NEPRA.

In the meantime, to ensure continued operations of the Company, WAPDA/PEPCO agreed to an arrangement to 
provide advance for purchase of fuel and lube oil on a regular basis. Considering the acute shortage of the 
electricity in the country, it is expected that WAPDA/PEPCO would continue to financially support the Company 
for provision of fuel and lube oil.

Considering the above stated factors and arrangements, coupled with the continued support of the 
WAPDA/PEPCO, lenders and expected favorable outcome of the above mentioned disputes, as well as keeping in 
view the Company’s financial projections, the management of the Company considers that the going concern 
assumption used in the preparation of these financial statements is appropriate.

2.   BASIS OF PREPARATION

2.1 Statement of compliance
 
These financial statements have been prepared in accordance with the approved accounting standards  as  
applicable in Pakistan. Approved accounting  standards comprise of such International Financial Reporting 
Standards (IFRS) issued by the International Accounting Standards Board (IASB) as are notified under the 
Companies Ordinance, 1984, provisions of and directives issued under the Companies Ordinance, 1984. In case 
requirements differ, the provisions or the directives of the Companies Ordinance, 1984 shall prevail.

2.2  Standards, Interpretations and amendments to published approved accounting standards
       adopted during the year.
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The company expects that the adoption of the above standards and interpretations will not have any material 
impact on its financial statements in the period of initial application. 

In addition to the above, amendments to various accounting standards have also been issued by the  IASB. Such 
improvements are generally effective for accounting periods beginning  on or after January 1, 2011. These 
include changes in terminology and accounting requirements. The company expects that such improvements to 
the standards will not have any material impact on the company's financial statements in the period of initial 
application.

Further, the following new standards have been issued by IASB which are yet to be notified by the Securities and 
Exchange Commission of Pakistan (SECP) for the purpose of applicability in Pakistan.

                                                                                                                  IASB Effective data                                                                            
                                                                                                          (Periods beginning on or after)

IFRS - 9    Financial Instruments                                                                               January 01, 2015

IFRS - 10  Consolidated Financial Statements                                                               January 01, 2013

IFRS - 11  Joint Arrangements                                                                                     January 01, 2013 

IFRS -12  Disclosure of Interest in Other Entities                                                         January 01,2013 

IFRS -13  Fair Value Measurement                                                                              January 01,2013

IFRS -11  Joint Arrangements                                                                                      January 01,2013

3.  BASIS OF MEASUREMENT

These financial statements have been prepared under the historical cost convention except for staff retirement 
benefits that are measured at present value. The company's significant accounting policies are stated in note 4. 
In these financial statements, except for cash flow statement, all the transactions have been accounted for on 
accrual basis.

The preparation of financial statements in conformity with IFRS requires management to make judgments, 
estimates and assumptions that affect the application of policies and reported amounts of assets, liabilities, 
income and expenses. The estimates and associated assumptions are based on historical experience and 
various other factors that are believed to be reasonable under the circumstances, the results of which form the 
basis of making the judgments about carrying values of assets and liabilities that are not readily apparent from 
other sources. Actual results may differ from these estimates. The estimates and underlying assumptions are 
reviewed on an on going basis. Revisions to accounting estimates are recognized in the period in which the 
estimates are revised if the revisions effect only that period, or in the period of revision and future periods if 
revisions effect both current and future periods.

Significant areas requiring the use of the management estimates in these financial statements relate to the 
useful  life of the depreciable assets, provision for doubtful debts on account receivables and staff retirement 
benefits. However, assumptions and judgments  made by management in the application of accounting policies 
that have significant effect on the financial statements are not expected to result in material adjustment to the 
carrying amounts of assets and liabilities in the next year. The areas involving higher degree of judgments or 
complexity or areas where assumptions and estimates are significant to the financial statements are as follows:
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a)  Staff retirement benefits - (note 4.1)
b)  Provision for taxation - (note 4.2)
c)  Useful life and residual values of property, plant and equipment - (notes 4.3 and 5)

4.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these financial statements are set out below. 
These policies have been consistently applied to all the years presented, unless otherwise stated.

4.1  Staff retirement benefits - defined benefit plan

The company operates an unfunded gratuity scheme covering all permanent employees with qualifying service 
period of six months. The scheme is based on the last drawn salary. The provision which is charged to income is 
made annually to cover the obligation on the basis of actuarial valuation. The defined benefit asset or liability 
comprises the present value of defined benefit obligation less unrecognized past service cost. The most recent 
actuarial valuation of the  scheme was carried out as at June 30, 2011. The actuary used the ‘Projected Unit 
Credit Method’ relying on the following significant assumptions:

                                                                                                             2011             2010
Discount rate                                                                                           14%              12%
Expected rate of salary increase                                                                  13%              11%
Average expected remaining work life of employees                                    16 years        16 years

Actuarial gains and losses are recognized in accordance with the recommendations of the actuary.

4.2  Taxation

The company’s profit and gains from power generation are exempt from tax under clause 132 of Part - I of the 
Second Schedule to the Income Tax Ordinance, 2001. The company is also exempt from minimum tax on 
turnover under clause 15 of Part – IV of the Second Schedule to the Income Tax Ordinance, 2001. Tax on income 
from sources not covered under the above clauses is determined in accordance with the normal provisions of the 
Income Tax Ordinance, 2001.

4.3  Property, plant and equipment - owned, tangible

       Operating assets

Operating fixed assets except land are stated at cost / revalued amount less accumulated depreciation and 
accumulated impairment losses, if any. Free hold land is stated at revalued amount.

Depreciation on operating fixed assets is charged to profit on straight line method so as to write off the historical 
cost of an asset over its estimated useful life at the annual rates mentioned in note 5 of the financial statements. 
Depreciation on additions to property, plant and equipment is charged from the month in which an asset is 
available for use while no depreciation is charged for the month in which asset is disposed off. 

Subsequent expenditure relating to an item of property, plant and equipment that has already been recognized 
is added to the carrying amount of the asset, when it is probable that future economic benefits in excess of the 
originally assessed standard of performance of the existing asset will flow to the company. Every other 
subsequent expenditure is recognized as an expense in the period in which it is incurred. Gains and losses on 
deleted assets are included in the profit and loss account.
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Capital work in progress

Capital work-in-progress represents expenditure on property, plant and equipment in the course of construction 
and installation. Transfers are made to relevant category of property, plant and equipment as and when assets 
are available for use. Capital work in progress is stated at cost, less any identified impairment loss.

Stores held for capitalization 
These are stated at cost

4.4  Surplus on revaluation of property, plant and equipment

The incremental depreciation of surplus on revaluation of building & civil works and plant & machinery is 
transferred to revaluation reserves. The same amount of incremental depreciation is also transferred to 
accumulated loss through statement of changes in equity.

4.5  Stores, spares and stock in trade

     These are valued at lower of cost and net realizable value. The net realizable value is the estimated selling 
price in the ordinary course of business less estimated cost necessary to make the sale. Cost is calculated as 
follows:

     Stores and spares                                                     Moving average basis
     Stock in trade

     Residual fuel oil  (RFO)                                              First in first out basis
     High speed diesel  (HSD)                                           Moving average  basis
     Lube oil                                                                   Moving average  basis
     Chemicals and other lubricants                                   Moving average  basis

     Items in transit are valued at cost, comprising invoice values plus other related charges incurred thereon.

4.6  Trade debts and other receivables

These are carried at original invoice amount less an estimate made for doubtful receivables based on review of 
outstanding amount at the year end. Other receivables are recognised at nominal amount which is the fair value 
of the consideration to be received in future. Bad debts are written off when identified.

4.7  Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of cash flow statement, cash 
equivalents are short term highly liquid instruments that are readily convertible to known amounts of cash, which 
are subject to insignificant changes.

4.8  Trade and other payables
Liabilities in respect of trade and other payables are carried at cost, which is the fair value of the consideration to 
be paid in future for goods and services received.

4.9  Foreign currency translation

Foreign currency transactions are converted into Pak Rupees at the rates prevailing on the date of transaction. 
Monetary assets and liabilities in foreign currencies at the year-end are translated into Pak Rupees at the rates of 
exchange prevailing at the balance sheet date. All exchange differences are charged to income currently.
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4.10  Provisions

A provision is recognized in the balance sheet when the company has a legal or constructive obligation as a result 
of a past event; it is probable that an outflow of economic resources embodying economic benefits will be 
required to settle the obligation and a reliable estimate can be made of the amount of obligation.

4.11  Contingencies and commitments 

Capital commitments and contingencies, unless those are actual liabilities, are not incorporated in the accounts.

      Contingent liabilities are disclosed when:

  -  There is a possible obligation that arises from past events and whose existence will be confirmed only by the 
occurrence or non occurrence of one or more uncertain future events wholly within the control of the 
company.

  -  There is a present obligation that arises from past events but it is not probable that an outflow of resources 
embodying economic benefits will be required to settle the obligation or the amount of the obligation cannot 
be measured with sufficient reliability.

4.12  Borrowing costs

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

4.13  Related party transactions

All transactions involving related parties arising in the normal course of business are conducted at arm's length 
at normal commercial rates on the same terms and conditions as third party transactions using valuation modes 
as admissible, except in extremely rare circumstances where, subject to approval of the Board of Directors, it is 
in the interest of the company to do so.

4.14   Recognition and measurement

All financial assets and liabilities are recognized at cost when the company becomes a party to the contractual 
provisions of the instrument. The financial instruments include long term deposits, trade debts, receivables, 
cash and cash equivalents, long and short term financing, trade and other payables. Any gain or loss on 
subsequent re-measurement to fair value of a financial asset and a financial liability is taken to profit and loss 
account on occurrence. The particular measurement method adopted is disclosed in individual policy statements 
associated with each item.

Off-setting of financial assets and financial liabilities

A financial asset and a financial liability is offset against each other and the net amount is reported in the balance 
sheet if the company has a legally enforceable right to set off the recognized amount and intends either to settle 
on net basis or realize the asset and settle the liability simultaneously.

4.15  Impairment

The carrying amounts of the company's assets are reviewed at each balance sheet date to determine whether 
there is any indication of impairment loss. If any such indication exists, the recoverable amount of such assets is 
estimated and impairment loss is recognized in the profit and loss account.

4.16  Revenue recognition

Energy sale is recognized on transmission of electricity to WAPDA, whereas revenue on account of Capacity 
Purchase Price (CPP) is recognized when invoiced. Profit on bank deposits is recognized on receipt basis.
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3,274
3,159

377

2,276
2,823

363

Advance against salaries to:
    Chief Executive
    Executives
    Employees

The highest agregated balances at the end of any month during the year in case of Chief Executive &
Executives of the company are Rs. 3.274 million and Rs. 3.159 million respectively (2010: Rs. 2.276 million 

and Rs. 2.823 million respectively). 

10.2

6.     LONG TERM DEPOSIT

7.     STORES AND SPARES

8.     STOCK IN TRADE-RAW MATERIALS

9.     TRADE DEBTS - CONSIDERED GOOD

10.   ADVANCES, DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES

11.   TAX REFUNDS DUE FROM THE GOVERNMENT

12.   CASH AND BANK BALANCES

13.   ISSUED, SUBSCRIBED AND PAID UP CAPITAL

2011

2010

2010

757

105,621

106,378

1,131

57,055

58,186

158,672
6,404

11,885
2,850

179,811

209,922
7,543

15,320
3,650

236,435

Rs. 62.366 2010:Rs. 39.510 

Nill (2010:Rs. 1.056 million)

1,930,823 1,798,308

6,810
78

8,656
182,136

20,143
217,823

5,462
80

4,215
25,740

142,321
177,818

10.2

To 
To suppliers

955 12,484

2,740
171,978
174,718

2,586
171,968
174,554

393,502 364,862

Rs. 12.798 (2010: Rs. 136.228 million)

174,563
1,156

175,719

554 477

8,028
122,017

130,045
130,599

73,086
671

73,757

30,395
189,831

220,226
220,703

Faysal Bank Limited.

2011 2010
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15. Long term finances

761,372

5,547,590

425,28215.3

5,499,186

376,878

Faysal Bank Limited

Advance from WAPDA for purchase of spares

Advance from WAPDA for purchase of spares

722,997
126,227
849,224

321,332
56,101

282,658
660,091

1,509,315
3,989,871

401,665
70,126

471,791

321,332
56101
85,056

462,489
934,280

4,613,310

This represents an advance amounting to Rs. 471.097 million (including mark up during grace period) from WAPDA against the procurement of spares 
parts in lump-sum. It carries markup @ 18.00% to 16.50%  (2010: @ 18.00% to 16.50%) per annum and is secured against company's billings to 
WAPDA. It will be adjusted against company's Capacity Purchase Price (CPP) invoices in 20 equal installments starting from February, 2011 i.e. after 12 
months from the date of disbursement of advance by WAPDA. 

All the above finance arrangements are secured by a first pari passu fixed charge as a hypothecation over the company's entire present and future fixed 
and current assets, a mortgage by deposit of title deeds over its land and building and by pledge of the new management's shareholding.

15.3
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Company Limited

Company Limited

al

7,733
5,445

(2,400)

3,045
10,778

62
10,716

10,441
275

10,716

2,146
899

3,045

16. Deferred Liability - Provision for Staff Gratuity 

2011     2010

5,645
4,181

(1,522)

2,659
8,304

78
493

7,733

7.492
241

7,733

2,052
607

2,659

2011         2010                         2009            2008             2007

10,441
518

7,492
(177)

5,061
163

2,699
(329)

1,896
228

2011         2010         

68,200

168,200

168,200 215,000

Faysal Bank Limited

The borrowing from Faysal Bank Limited is secured by a first charge, ranking pari passu on all present and future assets including plant and 
machinery, equipment, inventories, trade debts and other receivables of the company and the personal guarantees of  the existing  directors. The 
facility carries mark up @ six months KIBOR plus 2% per annum on a daily basis, payable quarterly.

This amount represents loan obtained from National Logistics Cell to meet working capital expenditure of the company. It is unsecured and carries 
markup @ 14% per annum payable in lump sum at the time of maturity of the loan.

This amount represents a finance facility obtained from Pak Oman Investment Company Limited. Under this arrangement, the lender has agreed to 
purchase fixed assets of the company at the purchase price of Rs. 75.000 million and sell the same to the company at a marked up price of Rs. 
85.500 million to be paid through a single installment on maturity / demand. This facility is secured against second charge over present and future 
fixed assets of the company with 25% margin of the marked up price. It carries markup @ 14% per annum.

This amount represents a finance facility obtained from Saudi Pak Industrial & Agriculture Investment Company Limited. Under this arrangement, 
the lender has agreed to purchase fixed assets of the company at the purchase price of Rs. 35.000 million and sell the same to the company at a 
marked up price of Rs. 41.689 million. The principal is repayable on demand. It carries markup @ 6 months KIBOR plus 4% per annum (Ask Side) 
with a cap of 14 % per annum, payable quarterly. This loan is secured against hypothecation charge on all fixed assets of the company with 25% 
margin of the marked up price.  
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These disputes were referred to a mutually agreed Expert, as per the Dispute Resolution Mechanism provided in the Power Purchase Agreement 
(the “PPA”), who gave his ‘recommendations’ that fully support the company’s position. Both Parties initialed a Settlement Agreement based on the 
Expert’s recommendations, but WAPDA failed to formally sign the  same. Therefore, neither the recommendations of the Expert nor the Settlement 
Agreement  was implemented by WAPDA and therefore, WAPDA is in breach of the terms of the PPA. Under these circumstances, the company was 
not able to continue its operations and had to shut down its plant in the last week of December 2008 until February 05, 2010.

In January 2009, the company referred the matter to the International Court of Arbitration under the International Chamber of Commerce’s (the 
“ICC”) Rules as per the provisions of the PPA for the implementation of the Settlement Agreement or the Expert's recommendations. On June 29, 
2010, the Arbitral Tribunal passed a partial award in favor of the company and directed WAPDA to deposit Rs. 7.693 million against the disputed 
amount of NEC component of CPP invoice of March 2006 in an escrow account as a security for the company’s claim. The Tribunal also ruled out that 
WAPDA should reimburse to the company an amount of Rs. 2.126 million as expenses incurred in connection with the expert’s mediation. The 
hearing of the disputes by ICC was held in Singapore in the 2nd week of October 2010, but since WAPDA wanted to present additional evidence with 
respect to “implementation of settlement agreement”, the hearing was postponed and it is now expected to take place in June/July of 2012. The 

As reported in last year’s annual report, the company is contingently liable for the liquidated damages claimed by WAPDA for the period from July 1, 
2001 to February 05, 2010 to the tune of Rs. 2,117.281 million, out of which WAPDA has arbitrarily deducted an amount of Rs. 882.452 million from 
company’s capacity invoices. The company has disputed the liquidated damages and its arbitrary deduction by WAPDA from the company’s capacity 

WAPDA  disputed payments of Rs. 384.032 million relating to indexation of non-escalable components of capacity purchase price (CPP) made to the 
company from March 14, 2004 to March 13, 2006 and has disputed further an amount of Rs. 725.649 million against the company's CPP invoices for 
the period from March 14, 2006 to June 30, 2011. The total  disputed amount  comes to Rs. 1,109.681 million against which WAPDA has arbitrarily 
withheld  an amount of Rs. 761.467 million from the company's CPP invoices up till June 30, 2011.

After the shut-down of the complex from December 24, 2008 to February 5, 2010, both parties agreed to an arrangement to resume the operations 
from February 6, 2010. As per the new arrangement, WAPDA agreed to provide an advance to the company for purchase of lube and fuel. However,  
WAPDA started raising LD invoices for the periods during which the plant could not deliver energy to WAPDA’s system mainly due to shortage of fuel 
supply for which funds were to be provided by WAPDA as per the new arrangement.  Such claim of LDs amounted to Rs. 226.032 million up till June 
30, 2011, which is disputed by the company. Once the Arbitration Award is announced which is expected to be in favor of the company, the LDs claim 
would also be accordingly resolved.

18.   TRADE AND OTHER PAYABLES

19.   ACCRUED MARKUP

20.   CONTINGENCIES AND COMMITMENTS

2011     2010

45,510

9,895

2,317,645

4,397

61,302

9,698

1,283,417

4,397

1,358,8142,377,447

This includes an advance amounting to Rs. 1,757.849 million (2010: 723.622) under new arrangement 
with WAPDA w.e.f. February 06, 2010 against the procurement of fuel upto Rs. 800 million per month and 
is adjustable against company's Energy Purchase Price (EPP) invoices. It carries markup @ 16.50% to 
18.00%  (2010: @ 16.50% to 19.00%) per annum and is secured against company's EPP billings to 

1,535,817

62,534

4,646

259,416

1,862,413

On secured borrowings:

WAPDA - fuel advance 19.1

1,013,220

38,657

-

160,761

1,212,638

19.1 This represents markup on fuel advance from WAPDA under old arrangement, being adjusted against WAPDA EPP invoices.  

As per the terms of the new arrangement  with WAPDA/PEPCO, the Plant  was completely overhauled in March 2011  which was tested at full 
capacity of 120.5 MW  in the presence of expert team members of WAPDA and JPGL. However, WAPDA accepted the  generating capacity of only 
107 MW and disputed the capacity of 13.5 MW before the Arbitration Tribunal. The company has contested WAPDA’s acceptance of lower capacity 
and has reserved the right to claim 13.5 MW capacity after resolution of the disputes, which amounted to Rs. 22.141 million uptill June 30, 2011.

20.5  
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21.   SALES

22.   COST OF SALES

23.   ADMINISTRATIVE AND GENERAL EXPENSES

The company is also contingently liable for infrastructure fee/cess amounting to Rs. 4.396 million imposed by the  Sindh Government under the 
provision of Sindh Finance (Amendment) Ordinance, 2001. The company had filed appeal that was pending before the Honourable Division Bench of 
the Sindh High Court; and the Bench passed an order staying the recovery of the impugned cess on furnishing of a bank guarantee (non-encashable 
till the pendency of the suit) by the company to the satisfaction of the Excise department. The Division Bench of the Honourable Sindh High Court had 
decided the case in favour of the company on September 17, 2008, so far as the above said levy is concerned. However for the subsequent period the 
case has been decided against the company for which the company has no liability at the moment. So in order to avoid the future complication, the 
company has filed an appeal before the Supreme Court of Pakistan challenging the part of judgment that was against the company, while the Sindh 
Government has also filed an appeal against this judgment challenging the decision made against it. These cross appeals were pending adjudication 

20.6  

20.7  Letters of Credit and purchase commitments other than capital expenditure were in the sum of Rs. 18.576 million at the terminal date (2010: Rs. 
119.770 million).

2011     2010

4,801,104
652,213

5,453,317
729,168

4,724,149

2,300,927
750,722

3,051,649
319,710

2,731,939

4,506,018
16,555
67,200

235,551
2,843
2,427

60,726

969

21,432

256,615

5,170,336

2,057,603
13,874
57,600
7,201
8,521
2,357

15,139

860

23,899

256,155

2,443,209

Rs. 2.223 2010: Rs. 1.813

21,785

2,775
1,855
4,408

367
104

1,193

782
758
939

72,903

276

405
2,473

200

135

74
1,308

5
1,403

114,148

18,348

2,194
1,637
2,548

367
104

1,234

666
706
891

34,873

306

390

644

40

111

78
1,547

5
1,356

68,045

Rs. 3.222 2010: Rs. 2.368

500
200

1,703

70

2,473

400
185

-

59

644



JAPAN POWER GENERATION LIMITED 

ANNUAL  REPORT  2011

37

25.   FINANCE COST

26.   LOSS PER SHARE-basic and diluted

27.   CASH INFLOW AFTER WORKING CAPITAL CHANGES

28.   PLANT CAPACITY AND ACTUAL PRODUCTION

2011     2010

24.   OTHER OPERATING INCOME

4,929

16,333

28
-

-

-

21,290

4,636

9,377

-

866
5,131

2
20,012

Gain on disposal of property, plant and equipment 

Syndicated and Morabaha finance agreement-ll
Advance from WAPDA for purchase of spares

524,264
75,055

1,350
23,877

332,433
5,731

962,710

485,281
25,306

6,457
24,500

144,405
5,477

691,426

Rs. 45.943 million (2010: Rs. 27.578 million).

Rs. 565 thousands (2010: Rs. 338 thousands).

(1,503,480)

156,376

(9.61)

(452,352)

156,376

(2.89)

(1,501,755)

258,018
(28)

5,445

962,710

1,226,145

(275,610)

(450,729)

257,511
-

4,181

691,426

952,625

501,896

- (493)

(48,192)

(56,624)

(132,515)

(28,640)

(101,477)

1,018,633

651,185
375,575

1,055,580

372,692

(20,553)

(74,327)

(956,551)

(170,600)

(4,662)

691,924

(534,769)

(32,873)

1,055,580

198,934

Utilization of available capacity depends on the load demanded by WAPDA. Further, actual energy delivered to WAPDA for the current year is greater 
when compared with previous year because plant resumes its operation from February 06, 2010 at capacity of 65 MW. However the company 
gradually increased its capacity and ultimately demonstrated to WAPDA its capacity of 120.5 MW in the 4th quarter, as accepted by WAPDA, although 
the capacity payments are made by it at  107 MW, being disputed (note - 20.5).
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30.   FINANCIAL RISK MANAGEMENT

2011     

This note presents information about the company’s exposure to each of the below mentioned risks, the company’s objectives, 
policies and processes for measuring and managing risks, and the company’s management of capital. Further quantitative disclosures 
are included throughout these financial statements.

The Board of Directors of the company "the Board" has overall responsibility for the establishment and oversight of the company’s risk 
management framework. The Board is responsible for developing and monitoring the company’s risk management policies.

The company’s risk management policies are established to identify and analyze the risks faced by the company, to set appropriate 
risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and systems are reviewed regularly to 
reflect changes in market conditions and the company's activities. The company, through its training and management standards and 
procedures, aims to develop a disciplined and constructive control environment in which all employees understand their roles and 
obligations.

The company's Audit Committee oversees how management monitors compliance with the company’s risk management policies and 
procedures and reviews the adequacy of the risk management framework in relation to the risks faced by the company. 

The credit risk represents the accounting loss that would be recognized at the reporting date if counter parties failed to perform 
as contracted. The maximum exposure to credit risk is presented by the carrying amount of each financial asset. All the trade 
receivables are due from WAPDA and are secured by sovereign guarantee of the Government of Pakistan. Out of the total 
financial assets of Rs. 2,424.763 (2010: Rs. 2,403.656) million, the financial assets which are subject to credit risk amounted to 
Rs. 2,424.209 (2010: Rs. 2,403.179) million.

The management monitors and limits company's exposure to credit risk through monitoring of clients' credit exposure, reviews 
and conservative estimates of provisions for doubtful receivables, if any.

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit risk at the 
reporting date was:

2010     

Tax refunds due from the Govemment 11

1,930,823

187,522

175,719
130,045

2,424,209

1,798,308

310,788

73,757
220,226

2,403,179

1,930,823 1,798,308

Faysal Band Limited 

7,033

123,012

-

130,045

7,044

213,120

62

220,226
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instruments

31.   CAPITAL MANAGEMENT

2011     

Liquidity risk is the risk that the company will not be able to meet its financial obligations as they fall due. Prudent liquidity risk 
management implies maintaining sufficient cash, the availability of funding to an adequate amount of committed obligations of 
the business. The company’s approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient 
liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or 
risking damage to the company’s reputation.

Mark up rate risk is the risk that the value of financial instruments will fluctuate due to change in market mark up rates. The 
effective mark up rates as at June 30, 2011 for the company's financial instruments are given in the relevant notes except for 
trade debts, liquidated damages, deposits in PLS account for which effective rates are given as follows:

2010     

REPO+2%

REPO+4%

REPO+2%

REPO+4%

Long term finances - Syndicated and morabaha

WAPDA Spares / Fuel advance

Foreign exchange risk arises mainly where receivables and payables exist due to transactions with foreign undertakings. However, 
there are no such receivables or payables in foreign currency at the terminal date (2010: Rs. nil).

The company does not account for any fixed rate financial assets and liabilities at fair value through profit or loss, and the company 
does not designate derivatives (interest rate swaps) as hedging instruments under a fair value hedge accounting model. Therefore a 
change in profit rates at the reporting date would not affect profit or loss thereof.

The carrying value of all financial assets and liabilities reflected in the financial statements approximate their fair values. Fair value is 
determined on the basis of objective evidence at each reporting date.

The Board's policy is to maintain an efficient capital base so as to maintain investor, creditor and market confidence and to sustain the future 
development of the company's business. The Board of Directors monitor the return on capital employed, which the company defines as 
operating income divided by total capital employed.
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Company Limited

Agricultural Company Limited

Agricultural

Company Limited

Company Limited

Agricultural

Company Limited

Company Limited

32.  RELATED PARTY DISCLOSURES

2011     

to safeguard the entity's ability to continue as a going concern, so that it can continue to provide returns for shareholders and 
benefits for other stakeholders, and

The company manages the capital structure in the context of economic conditions and the risk characteristics of the underlying 
assets. In order to maintain or adjust the capital structure, the company may, issue new shares, or sell assets to reduce debt. The 
company generally monitors capital on the basis of the debt-equity ratio calculated as a ratio of total debt to net shareholders 
equity in the normal circumstances.

The related parties comprise fellow subsidiaries, associated undertakings and key management personnel. The company in the 
normal course of business carried out certain transactions with related parties. The related parties with whom the company had 
transactions during the year are comprised of :

2010

68,200

68,200

31,800

168,200

28,230

23,174

11,130

62,534

- Unsecured
75,000

68,200

31,800

175,000

18,353

13,626

6,678

38,657

Demand Finance Institutions (DFIs)



JAPAN POWER GENERATION LIMITED 

ANNUAL  REPORT  2011

JAPAN POWER GENERATION LIMITED 

ANNUAL  REPORT  2011

42

Agricultural

Company Limited

Company Limited

October 31, 2011

-
400,000
25,282

-
106,762

Long term finances
Trade and other payables
accrued markup - WAPDA spares advance

Accrued markup - WAPDA fuel advance
WAPDA EPP

(Restated) (Previously stated)

Note

15
18
19

19
9

425,282
-
-

106,762
-

Corresponding figures have been restated and re-classified where necessary, to reflect more appropriate presentation of 
events and transactions and better comparison. The  material rearrangement / reclassification made during the year are 

33.1

33.2

33.3

33.  REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

34.  ENVIRONMENTAL RISK EXPOSURE

35.  DATE OF AUTHORIZATION

36.  GENERAL

9,877

6,800

9,548

4,452

30,677

Re-payment against principal balance -

9,548

4,452

24,500

2011 2010

2011      2010 2011      2010

6

9,824

120

1,221

404

11,569

8,618

75

1,077

354

10,124

12,887

206

1,792

221

15,106

10,596

254

1,418

374

12,642

Company maintained vehicle and mobile telephone costing Rs. 0.871 million is provided to the chief executive of the 
company only. 

2010 2010

rupees in thousand

Islamabad: October 31, 2011
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PATTERN OF SHAREHOLDINGS AS ON JUNE 30, 2011
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CATEGORIES OF SHAREHOLDERS

AS ON JUNE 30, 2011

NO. OF

H)

J)

K)

9 281,100 0.1801

2,927

3,027

52,271,140

57,123,878

33.4991

81 17,480,503 11.2028

4 12,776,899 8.1883I) Modarabas & Mutual Funds

36.6090
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FORM OF PROXY

Folio No:

Shares held

I/We

being shareholder(s) of JAPAN POWER GENERATION LIMITED and entitled to vote

hereby appoint

of
th

as my / our proxy to attend and vote for me / us on my / our behalf at the 17  Annual

General Meeting of the Company to be held at registered office / plant located at Jia
th

Bagga, Off Raiwind Road, Lahore on Thursday, 24  November 2011 at 09:00 AM and every

adjournment thereof.

As witness my / our hand this                                day of                                 2011.

Signature

Note:

Signature must be in accordance with the specimen signature registered with the

Company. This Form of Proxy, completed, must be deposited at the Company Registered

Office at Jia Bagga Off Raiwind Road, District Lahore at least 48 hours before the time for

holding the meeting.

Revenue

Stamp
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PLANT: Jia Bagga, Off Raiwind Road, District Lahore, Pakistan.


