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NOTICE OF MEETING

Notice is hereby given that the 22" Annual General Meeting of ARSHAD ENERGY LIMITED will be
held at 404-405, 4™ Floor, Business Centre, Mumtaz Hassan Road, Karachi on Monday, October 31,
2016 at 03:00 p.m. to transact the following business:

ORDINARY BUSINESS:
1. Toconfirmthe minutes of the 21st Annual General Meeting held on October 31, 2015.
2. To receive, consider and adopt the audited financial statements for the year ended June 30,

2016 together with the Auditors’ and Directors’ Reports there on.

3. To appoint the auditors for the year 2016-2017 and to fix their remuneration. The present
auditors M/S Riaz Ahmad & CO. Chartered Accountants, being eligible have offered themselves
for re-appoeintment.

4. To transact any other business with the permission of the chair.
By order ohthe Board

el
Karachi _ Javed ARbas Naqvi
Dated: September 30, 2016 {Company Secretary}

Notes:
1. The Share Transfer Bocks of the Company will remain closed from October 24, 2016 to
November 01, 2016 (both days inclusive}). Transfers received at Shares Registrar M/$ F.D.

- Registrar Services (SMC-Pvt) Ltd., 1705, 17 Floor, Saima Trade Tower-A, |.L.Chundrigar Road
Karachi-74000 at the close of business hours on October 21, 2016 wiil be treated in time.

2. A member entitled to attend and vote at this general meeting is entited to appoint another
* member as proxy. Proxies must be received in order to effective at the registered office of the
Company not less than 48 hours before the time for the meeting.

3. Anyindividual Beneficial Owner of CDG, entitled to attend and vote at this meeting, must bring
his/her original CNIC or Passport to prove his/her identity and in case of Proxy mustendose an
attested copy of his/her CNIC or Passport. Representatives of corporate members should bring

the usual documents required for such purpose.

4. Shareholders are requested to notify the change in their addresses ifany, immediately.
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5. Submission of copy of CINC {Mandatory)

The Securities and Exchange Commission of Pakistan (SECP) vide their SRO 779{i) 2011 dated
August 18, 2011 has directed the company to print your CINC number on your dividend
warrants and if your ONC number is not available in our records, your dividend warrant will not
be issued/dispatched to you. In order to comply with the regulatory requirement, you are
requested to kindly send photocopy of your CNIC to your Participant/ Investor Account Services
orto us (in case of physical shareholding} immediately to Company’s Shares Registrar, M/S F.D.
Registrar Services (SMC-Pvt} Ltd.,, 1705, 17" Floor, Saima Trade Tower-A, [.I.Chundrigar Road,
Karachi-74000.

6. Transmission of Annual Financial Statements through E-Mail:

SECP vide SRO 787(1)/2014 dated September 8, 2014 has provided an option to receive audited
financial statements electronically through email. Hence, members who hold shares in physical
form and are interested in receiving the annual reports electronically in future are required tc
submit their e-mail addresses and consent for electronic transmission to the Shares Registrar of
the Company, CDC shareholders are requested to submit their ematl address and consent
directly to their broker {Participant}/CDC investor Account Services.

7. Incompliance with SECP notification No.634(1)/2014 dated July 10, 2014, the audited financial
statements and reports of the Company for year ended June 30, 2016 are being placed on the
Company's website :.www.arshadenergy.com for the information and review of shareholders.

STATEMENT UNDER SECTION 160{1){b} OF THE COMPANIES ORDINANCE, 1984

This statement sets out the material facts concerning the Special Business to be transacted at the
Annual General Meeting.

Transactions with Associates
Company is doing transactions with associated companies of nermal trade and the directors of the

company are also directors in associated companies and therefore are commen directors. On this
ground they have indirect interest in associated undertakings due to common directorship. All the
transactions with associates as disdosed in accounts for the year ended June 30, 2016 of the
company seeks approval in Annual General Meeting and hence the notice of facts is given to
shareholders.

Transactions with Assodated Undertakings 2016

Sale of energy 235,990,952
Store purchased 11,836
Other charges paid 476,856
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DIRECTORS’ REPORT TO THE SHARE HOLDERS

The Directors of your Company feel pleasure in submitting audited financial statements of
your Company for the year ended lune 30, 2016.

2016 2015
FINANCIAL RESULTS Rupees Rupees

Sales . 235,990,952 119,381,130
Cost of generation (226,219,709) {122,903,394)
Gross profit/{loss) 8,771,243 (3,522,764)
Administrative expenses ' (3,496,765) (2,501,296}
Other expenses (914,481) -
Other income 5,951,186 6,524
Finance cost (6,635) (7,973)
Profit/{loss) before taxation 11,304,548 (6,025,509)
Taxation - -
Profit/{loss) after taxation 11,304,548 {6,025,509)
Earnings/{loss) per share - basicand diluted
{(Rupees) 1.41 (0.75)

REVIEW OF CPERATING RESULTS

Net sales for the year were Rs.235.991 million (2015: Rs.119.381 million) and net profit was
Rs.9.771 million (2015: net loss Rs.3.523 million).

The Management is doing its level best and hopeful to maintain the profitability in the year
to come if the oil prices will maintain in current level in the coming year.

AUDITORS

The present Auditors M/S Riaz Ahmad & Co., Chartered Accountants retire and being eligible,
offer themselves for re-appointment.

CORPORATE GOVERNANCE

The statement of compliance of best practices of Code of Corporate Governance is annexed.

CORPORATE AND FINANCIAL REPORTING FRAME WORK:

In compliance to listing regulations of stock exchanges and as required under the Companies
Ordinance, 1984, your Directors are pleased to state as under:

1. The financial statements prepared by the Management of your Company present fairly
its state of affairs, the results of its operations, cash flow and changes in equity.

2. Proper books of accounts of the Company has been maintained.

3. Appropriate accounting polides have been consistently applied in preparation of financial
statements and accounting estimates, which are based on reasonable and prudent judgment.
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4. international Accounting Standards, as applicable in Pakistan, have been followed in
preparation of financial statements. The system of internal controlis ssund in design and
has been effectively implemented and monitored.

5. There has been noc material departure from the best practices of corporate governance,
as detailed in the listing regulations.

6. Keyoperating financial data of last sixyears in summarized form is annexed.

7. During the period under review four (04) meetings of Board of Directors were held.
Attendance of each director is as follows:

NAME OF DIRECTOR MEETINGS ATTENDED
Mr.Nisar Ahmad Sheikh 1
mMr.Muhammad Arshad
Mr.Shahzad Ahmed Sheikh
Mr.Shehryar Arshad
Mrs.Naureen Shahzad
Mrs.Shahida Arshad
Ms.Resham Shahzad

o= N PR DR

Directors who did nat attend the above meetings were granted leave of absence by the
Board of Directors.

TRADING OF SHARES
Director, company secretary, chief financial officer, Head of internal Audit and their spouses
and minor children has not purchased or sold shares during the year.

STATEMENT OF DIRECTOR'S RESPONSIBILITY
Board of Directors is mindful of its responsibilities and duties under legal and corporate

frame work. The Board defines and establishes Company’s overall cbjectives and directions
and monitors status thereof. Short term and long term plans and business performance
targets are set by Chief Executive under over all policy frame work of the Board.

PATTERN OF SHAREHOLDING
Pattern of shareholding as on June 30, 2016 is annexed.

ACKNOWLEDGEMENT:

The Board places on record its appreciation for the cooperation, commitment and hard work
extended to the Company by the customers, suppliers, bankers and all the employees of the
Company.

On behalf of the Board
/\_A_._,‘l‘_.__ 6/‘-—-..’
FAISALABAD. {Nisar Ahmad Sheikh)
Dated: September 30, 2016 Chairman
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STATEMENT OF COMPLIANCE WITH THE CODE OF

CORPORATE GOVERNANCE TOTHE MEMBERS

This statement is being presented to comply with the Code of Corporate Governance {CCG) contained in
Chapter 5.19 of Rule Book of Pakistan Stock Exchange Uimited (PSX) for the purpose of establishing the
framewoark of gaod governance, whereby a listed company is managed in compliance with the best practices
of corporate governance.

The Company has applied the principles contained inthe CCG inthe following manner:

1. The Company encourages representation of independent non-executive directors and directors
representing minority interests on its Board of Directors {The Board). Since there was no contestant for
independentdirector, sa shareho!ders didn't elect. At present the board includes:

Non-Executive Directors

i) Mr.Nisar Ahmad Sheikh

i) Mr.Muhammad Arshad

iii} Mr.Shahzad Ahmed Sheikh
iv)]  Mr.Shehryar Arshad

v} Mrs.Shahida Arshad

vi]  Mrs.Naureen Shahzad

viij Ms.Resham Shahzad

2. The Directars have confirmed that none of them is serving as a Directar on more than seven 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, @ DF or an NBFI or being a broker of a stock exchange has
been declared as a defaulter by that stock exchange.

4. No casual vacancy has occurred inthe Board during the year ended 30 June 2016.

. 5. The Company has prepared a ‘Code of Conduct’ and has ensured that appropriate steps have been taken
’ to disseminate it throughout the Company along with its supporting policies and procedures.

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 along with the dates on which
they were approved or amended 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 Officerand other non-executive directors, have been taken by the Board.

8. All 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. The Board met at least once in each guarter during the year ended
30 June 2016. Written notices of the Board meetings, along with agenda and working papers, were
circulated at least seven days before the meetings. The minutes of the meetings were apprepriately
recorded and circulated.

9. Ms. Resham Shahzad attended the Directors' Training Programs during the year.

10. The Board has approved terms of appointment and remuneration inciuding terms and conditions 6f
employment of Chief Financial Officer (CFO), Company Secretary and the Head of internal Audit.
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11. The Directors’ Report for this year has been prepared in compliance with the requirements of the CCG
and it fully describes the salient matters required to be disclosed.

12. The financial statements of the Company were duly endorsed by the CEQ and CFO before approval by
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.

14. The Company has complied with all the corporate and financial reporting requirements of the CCG.

15. The Board has formed an Audit Committee, It comprises of three members, who are non-executive
directors including the chairman of the Committee.

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

17. The Board has formed an HR and Remuneration Committee. It comprises 3 members, who are non-
executive directors and the chairman of the committee is a non-executive director.

18, The Board has set-up an effective internal audit function.

The statutory auditors of the Company have confirmed that they have been given a satisfactory rating
under the guality control review programme of the Institute of Chartered Accountants of Pakistan
{[ICAP), that they or any of the parntners of the firm, their spouses and minor children do not hoid 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 the ICAP.

19.

20, The statutory auditors or the persons associated with them have not been appointed to provide other
senvices except in accordance with the Listing Regulations and the auditors have confirmed that they
have cbserved IFAC guidelines in this regard.

21, The “closed period’, prior to the announcement of interim / final results, and business decisons, which
may materially affect the market price of Company's securities, was determined and intimated to
diractors, employees and stock exchanges.

22. Materialfprice sensitive information has been disseminated among all market participants at once
through stock exchanges.

23. The Company has complied with the requirements relating to maintenance of regigter of persons having
access to inside information by designated senior management officer in a timely manner and
maintained proper record including basis for inclusion or exclusion of names of persons from the said
list. )

24. We canfirm that all ot her material principles enshrined in the CCG have been complied with except for
the requirements pertaining to change in composition of Board and Audit Committee towards which
reasonable progress is being made by the Company to seek compliance by the end of next accounting
year. -

By order of the Board

-~

Javed Abbag Nagvi
Campany Secretary

Date: 30 September 2016




OPERATING AND FINANCIAL DATA OF LAST SIX YEARS

Partlculars

Financlal Posltion

Paid up Capital

Capital reserve share premium
Revenue Reserve

Fixed Assets at cost
Accumulated Depriciation
Long Term Loans

' Long Term Deposits
Deffered Liabilities

Current Assels

Current Liabilities

INCOME
Sales

Other Inco_meé

~ Statistics and Ratios
Current Ratic

Paid up value Per Share
Earning per Share

Cash Dividend %

Goneration (Mega watt hours)

ARSHAD ENERGY LIMITED (formerly IDEAL ENERGY LIMITED)

2016
80,000,000
80,000,000

(58,279,352)

413,478,989

261,465,861

2,888,853
47,762,076

52,651,332

235,890,952

5,951,186

0.90:1
10

1.41

24,873

2015
80,000,000

80,000,000

(70,307,335)

391,607,342

251,741,501

2,413,020

56,275,218

72,139,677

119,381,130

6,524

0.78:4
10

(0.75)

13,519

2014
80,000,000

80,000,000

(64,2085,229)

392,347,458

246,183,845

1,564,502
35,627,232

35,184,420

54,445,177

242,897

1.01:1
10

(3.83)

2,801

2013
80,000,000
80,000,000

(33,224, 142)

359,690,252

242,547,877

2,429,292
486,308,807

34,254,582

162,998,088

560,460

1.35:1
10

(1.82)

8,210

2012
80,000,000
80,000,000

(18,803,497)
362,378,345

240,545,191

2,192,876
36,701,442

165,158,868

133,727,318

96,458

2,421
10

(1.83)

7,859

2011
80,000,000
80,600,000
(4,131,439}

370,178,345

- 241,916,998

2,160,420
42,369,994

12,612,910

43,459,909

3.36:1
10
(1.44)

0.20

2,620
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REVIEW REPORT TO THE MEMBERS ON STATEMENT OF COMPLIBNCE WITH
BEST PRACTICES OF CODE OF CORPORATE GOVERNANCE

We have reviewed the enclosed Statement of Compliance with the best
practices contained in the Code of Corporate Governance (“the Code”)
prepared by the Board of Directors ofx ARSHAD ENERGY LIMITED (formerly
Ideal Energy Limited) (“the Company”) for the year ended 30 June 2016
to comply with the Code contained in the Regulations of Pakistan Stock
Exchange Limited, where the Company is listed. .

The responsibility for compliance with the Code 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 and report if it does not and to
highlight any non-compliance with the reguirements of the Code. A
review is limited primarily to inquiries of the Company personnel and
reviews of variocus documents prepared by the Company to comply with the
Code.

2s a 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 of Directors'
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.

The Code requires the Company to place before the Audit Committee and
upon recommendation of the Audit Committee, place before the Board of
Directors for their review and approval its related party transactions
distinguishing between transacticns carried ocut on terms equivalent to
those that prevail in arm's length transactions and transactions which
are not executed at arm's length price and recording proper
justification for using such alternate pricing mechanism. We are only
required and have ensured compliance of this requirement to the extent
of the approval of the related party transactions by the Board of
bBirectors upon recommendation of 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 as applicable to the Company for
the year ended 30 June 2016.

Ag stated in paragraph no. 1 of the Statement of Compliance, there is
no independent director on the Board of Directors of the Company which
is required by rule 5.19.1(b} of the Regulations of Pakistan Stock
Exchange Limited.

RIAYZ ARHMAD & COMPANY
Chartered Accountants

A'a am—-—Jf-Gp.

Name ol engagement partner:
lLiagat Ali Panwar

Date: SEPTEMBER 30, 2016.
FAISALABAD
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AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of ARSHAD ENERGY
LIMITED (formerly Ideal Energy Limited) (“the Company”) as at
30 June 2016 and the related profit and loss account,
statement of comprehensive income, cash flow statement and
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 the 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, OQur responsibility is to
exXpress 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 above said statements are free of
any material 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 management, as well as, evaluating the overall
presentation of the above said statements. We believe that
~our audit provides a reascnable 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 Oxdinance,
1984; '

(b in our opinion:

i) the balance sheet and profit and loss account together
with the notes thereon 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; '

ii) the expenditure incurred during the year was for the
purpose of the Company's business; and

iii) the business conducted, investments made and the
expenditure incurred during the year were in accordance
with the objects of the Company; '
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{c) in our opinion and to the best of our infermation and
according to the explanations given to us, the balance
sheet, profit and loss account, statement of
comprehensive income, cash flow statement and statement
of changes in egqguity 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 reguired and respectively give a true and fair view
of the state of the Company's affairs as at 30 June 2016
and of the profit, its comprehensive income, 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 2akat and Ushr Ordinance, 1980 (XVIITI of 1980).

We draw attention to Note No. 1.1 to the fipancial
statements, which states that these financial statements have
been prepared on the basis of estimated realizable /
settlement values of assets and liabilities respectively in
addition to historical cost convention as the Co :sany is no
longer a going concern for the reasons stal..d in the
aforesaid note. QOur report is not gualified in respect of
this matter.

RIAZ AHMAD & COMPANY
Chartered Accountants

/‘t'd o L &,

Name “0f engagement partner:
Liagat Ali Panwar

Date: SEPTEMBER 30, 2016.
FAISALABAD '
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L AREHAD GROUP -
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 30 JUNE 2016
NOTE 2016 2015
RUPEES RUPEES

SALES 17 235,990,952 119,381,130
COST OF GENERATION 18 (226,219,709) (122,903,894}
GROSS PROFIT / (LOSS) 9,771,243 (3,522,764)
ADMINISTRATIVE EXPENSES 19 {3.496,765) (2,501,296)
OTHER EXPENSES 20 (914,481) ' -
OTHER INCOME 21 5,951,186 6,924
FINANCE COST 22 (6.639) (7.973)
PROFIT / (LOSS) BEFORE TAXATION 11,304,548 (6,025,509)
TAXATION | 23 - -
PROFIT / (LOSS) AFTER TAXATION 11,304,548 (6,025,509}
EARNINGS /(LOSS) PER SHARE- BASIC AND

DILUTED - RUPEES ' 24 1.41 (0.75)

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

MUH AD ARSHAD SHAHZAD‘H SHEIKH

CHIEF EXECUTIVE OFFICER DIRECTOR

14
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2016

2016 2015
RUPEES RUPEES

PROFIT / (LOSS) AFTER TAXATION 11,304,548 (6,025,509)
OTHER COMPREHENSIVE INCOME
ltems that will not be reclassified subsequently to
profit or loss: .
Experience adjustment on defined benefit plan - (838,107)
Surplus on revaluation of property, plant and
equipment (i) - -
ltems that may be reclassified subsequently to
profit or loss - -

~ Other comprehensive loss for the year - (838,107)
TOTAL COMPREHENSIVE INCOME / (LOSS)
FOR THE YEAR ' 11,304,548 (6,863,616)

(i) Surplus on revaluation of property, plant and equipment is presented under separate
head below equity in accordance with the requirements of section 235 of the Companies
Ordinance, 1984.

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

MUHMD SHAHZADJLHM"A-S/-SI-IEIKH

CHIEF EXECUTIVE OFFICER ‘ DIRECTOR
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CASH FLOW STATEMENT
FOR THE YEAR ENDED 30 JUNE 2016

NOTE 2016 2015
RUPEES RUPEES

C-ASH FLOWS FROM OPERATING ACTIVITIES
Cash generated from operations 25 5,299,906 18,403,137
Finance cost paid (8,635) (7.973)
Income tax paid (20,557) (1,100,764)
Staff relirement gratuity paid - {332,900)
Net cash generated from operating activities 5272,714 16,961,500
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditure on property, plant and equipment [ (4,578.352)] [ (15,860,379)|
Net cash used in investing activities (4,578,352) {15,860,379)
CASH FLOWS FROM FINANCING ACTIVITIES
Borrowings - net L 1,810 [ (795641)]
Net cash used in financing activities (1,810) (795,641}
NET INCREASE IN CASH AND CASH EQUIVALENTS 692,552 305,480
CASH AND CASH EQUIVALENTS AT THE
BEGINNING OF THE YEAR 1,190,955 885,475
CASH AND CASH EQUIVALENTS AT THE END
OF THE YEAR (NOTE 10) 1,883,507 1,190,955

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

Mummmp SHAHZAMEIKH

CHIEF EXECUTIVE OFFICER DIRECTOR
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a)

b).

% ’ ARSHBAD ENERGY LTMITED (formerly IDEAL EE,_REY LIET;D} .

NOTES Tb THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2016

THE COMPANY AND ITS OPERATIONS

Arshad Energy Limited {formerly Ideal Energy Limited) (the Company) is a public fimited company
incorporated in Pakistan on 20 February 1884 under the Companies Ordinance, 1984 and listed on
Pakistan Stock Exchange Limited. Its registered office is situated at Room No. 404 and 405, 4th Floor,
Business Centre, Mumtaz Hassan Road, Karachi The Company is engaged in the business of
generation and distribution of electricity. The project is located at Tehsil Jaranwala, District Faisalabad in
the Province of Punjab. The Company has changed its name from Ideal Energy Limited to Arshad
Energy Limited on 04 January 2016,

Going concemn assumption

Previously the Company was not in operations properly because of high price of furnace oil. Now, due to
decrease in the furnace oil prices in the world market, the cost of generation of electricity by the
Company has been decreased. Therefore, the Company has increased its production activities. But, its
present customers are two related parties only. Moreover, the current demand of the electricity is due to
lower rate of furnace oil, which may be reduced in future due to possible increase in furnace ail prices.
This may adversely affect the operations of the Company. Hence, the Company is not ensured a going
concern.

Keeping in view the above factors, the management of the Company has prepared these financial
statements on the basis of estimated realizable / settlement values of assets and liabilities respectively in
addition to historical cost conventior. ‘Al assets and liabilities in these financial statements have been
presented in the order of liquidity.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

Basis of preparation

Statement of compliance

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

Accounting convention

Keeping in view the fact that the Company may not be able ta continue as geing concem, these financial
statements are prepared on the basis of realizable / settiement values of assets and liabilities
respectively. In realizable / seitlement value basis, assets are carried at amount of cash and cash
equivalents that could currently be obtained by seling the assets in an orderly disposal. Liabilities are
camied at their setlement values, that is the undiscounted amounts of cash or cash equivalents expected
to be paid to satisfy the liabilties in the normal course of business. Realizable / settlement values of
assets and fiabilities respectively as disclosed in the balance sheet are based on the management's best
estimate. :

In addition to the accounting convention of realizable / seftlement values of assets and liabilities, these
financial statements have also been prepared under the historical cost convention except for certain
operating fixed assets which are carried at revalued amounts. Accounting policies of this accounting
convention are disclosed, in detail, in Notes 2.2 to 2.17 to these financial statements.




- ARSHAD ENERGY LIMITED ( formerly IDEAL ENERGY LIMITED) :

¢}  Critical accounting estimates and judgments

The preparation of financial statements in conformity with the approved accounting standards requires
the use of certain critical accounting estimates. It also requires the management o exercise its judgment
in the process of applying the Company's accounting policies. Estimates and judgments are continually
evaluated and are based on historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances. The areas where various

assumptions and estimates are significant to Gompany's financia statements or where judgments were
exercised in application of accounting policies are as follows:

) Realizable / settlement values of assels and liabilities respectively
&) Useful lives, patterns of economic benefits and impairments

i) Taxation '

tv)] Provision for doubtful debts

v} Inventories

vi} Emplkyees retirement benefit

_d}  Standard that is effective in current year and is relevant to the Company

IFRS 13 'Fair Value Measurement' (effective for annual periods beginning on or after 01 January 2015)
is mandatory for the Company's accounting periods beginning on or after 01 July 2015. This standard
aims to improve consistency and reduce complexity by providing a precise definition of fair value and a
single source of fair value measurement and discloswe requirements for use across IFRSs. The
requirements, which are largely alighed between IFRSs and US GAAP, do not extend the use of fair
value accounting but provide guidance on how it should be applied where its use is already required or
permitted by other standards within IFRSs or US GAAP. This standard does not have significant impact
on these financial statements, except for certain additional disclosures.

e) Stand_ards and amendments to published standards that are effective in current year but not
relevant to the Company

There are other standards and amendments to published standards that are mandatory for accounting
periods beginning on or after 01 July 2015 but are considered not to be relevant or do not have any

significant impact on the Company’s financial statements and are therefare not detailed in these financial
statements.

f}  Standards and amendments to published standards that are not yet effective but relevant to the

Compan
Foln(;'\e.'ingystandards and amendments to existing standards have been published and are mandatory for
the Company's accounting periods beginning on or after 01 July 2016 or later periods:

IFRS 9 'Financial Instruments’ {effective for annual periods beginning on or after 01 January 2018). A
finglized version of IFRS @ which contains accounting requirements for financial instruments, replacing
IAS 39 'Firancial Instruments: Recognition and Measurement. Financial assets are classified by
reference fo the business model within which they are held and their contractual cash flow
characteristics. The 2014 version of IFRS 9 infroduces a 'fair value through other comprehensive income'
category for certain debt instruments. Financial kabilties are classified in a similar manner to under IAS
39, however there are differences in the requirements applying to the measurement of an entity’s own
credit risk, The 2014 version of IFRS 9 introduces an 'expected credit loss' model for the measurement
of the mparment of financial assets, so it is no longer necessary for a credit event to have occurred
before a credit loss is recognized. It introduces a new hedge accounting model that is designed to be
more clasely aligned with how entities undertake risk management activities when hedging financial and
non-financial risk exposures. The requirements for the de-recognition of financial assets and liabilities
are carried forward from |AS 39. The management of the Company is in the process of evaluating the
mpacts of the aforesaid standard on the Company's financial statements.
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IFRS 15 'Revenue from Contracts with Customers’ (effective for annual periods beginning on or after 01
January 2018). IFRS 15 provides a single, principles based five-step model 1o be applied to all contracts
with customers. The five steps in the model are: identify the coniract with the customer; identify the
performance obligations in the contract, determine the transaclion price; allocate the transaction price to
the performance obligations in the contracts; and recognize revenue when (or as) the entity satisfies a
performance obligation. Guidance is provided on topics such as the point in which revenue is recognized,
accounting for variable consideration, costs of fulfiling and obtaining a contract and various related
matters. New disdosures about revenue are also intfroduced. The aforesad standard is not expected to
have a material impact on the Company's financial statements,

IFRS 15 (Amendments), 'Revenue from Contracts with Customers’ (effective for annual periods
beginning on or afler 01 January 2018). Amendments clarify three aspects of the standard {identifying
performance obligations, ptincipal versus agent considerations, and licensing) and o provide some
transition relief for modified contracts and completed contracts. The aforesaid amendments are not
expected to have a material impacl on the Company's financial statements.

IAS 7 (Amendments), "Statement of Cash Fiows' (effective for annual periods beginning on or after 01
January 2017). Amendments have been made to clarify that entities shall provide disclosures that enable
users of financial statements to evaluate changes in fiabilities arising from financing activities. The
aforesaid amendments will result in certain additional disclosures in the Company’s financial statements.

I1AS 16 (Amendments) 'Property, Plant and Equipment' (effective for annual pericds beginning on or after
01 January 2016). The amendments clarify that a depreciation method which is based on revenue,
generated by an aclivity by using an asset is not appropriate for property, plant and equipment; and add
guidar.c.e that expected fuiure reductions in the selling price of an item that was produced using an asset
could indicate the expectation of technological or commercial obsalescence of the asset, which, intum,
might reflect a reduction of the future economic benefits embadied in the asset. The management of the
Company is in the process of evaluating the impacts of the aforesaid amendments on the Company's
financial statements.

On 25 September 2014, I1ASB issued Annual improvements to IFRSs: 2012 — 2014 Cycle, incorporating
amendments to four IFRSs more specifically in IAS 19 'Employee Benefits’ and 1AS 34 ‘Interim Financial
Reporting’, which are considered relevant to the Company's financial statements. These amendments
are effective for annual perods beginning on or after 01 January 2016. The amendments are unlikely to
have a significant impact on the Company's financial statements and have therefore not been analyzed
in detail.

Standards and amendments to published standards that are not yet effective and not considered
relevant to the Company

There are other standards and amendments to published standards that are mandatory for accounting

periods beginning on or afler 01 July 2016 but are considered not to be relevant to the Company's
financial statements and are therefore not detailed in these financial statements.

Property, plant, equipment and depreciation

Property, plant and equipment are siated at cost less accumulated depreciation and any identified
impairment loss, except those subject to revaluation which are stated at revalued amount less
accumulated depreciation and any identified impairment joss. Freehold land is stated at revalued amount
less any identified impairment loss. Cost of property, plant and equipment consists of historical cost,
borrowing cost pertaining to erection ! construction period of qualifying assets and other directly
attributable costs of bringing the assets o working condition.

Subsequent costs are included in the asset's carning amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefils associated with the item will flow to
the Company and the cost of the tem can be measured reliably. All other repair and maintenance costs
are charged to profit and loss account during the period in which they are incurred.
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ARSHAD ENERGY LIMITED ( formerly IDEAL ENERGY LIMITED)

Valuations are performed frequently enough to ensure that the fair value of a revalued asset does not
differ materially from its carrying amount.

Any revaluation surplus is credited to surplus on revaluation of operating fixed asseis except to the
extent that it reverses a revaluation decrease of the same asset previocusly recagnized in profit and foss
account, in which case the increase is recognized in proft and loss account. A revaluation deficit is
recognized in profit and loss account, except o the extent that it offsets an existing surplus on the same
asset recognized in surplus on revaluation of operating fixed assets.

An anrual transfer from surplus on revaluation of operating fixed assets to unappropriated profit is made
for the difference between depreciation based on the revalued canying amount of the assets and
depreciation based on the assels original cost. Upon dispasal, any revaluaton reserve relating to the
particular asset being sold is transferred to retained earnings.

Depreclation

Depreciation on property, plant and equipment is charged to profit and lkoss account applying the
reducing balance method so as to write off the cost / depreciabie amount of the assets over their
estimated useful lives at the rates given in Note 16 except plant and machinery on which depreciation is
charged on unit of praduction method subject to minimum of Rupees 3 million to cover obsolescence.
The Company charges the depreciation on additions from the month of acquisition and on deletions upto
the month preceding the disposal when the asset is de-recognized. The residual values and useful kves
are reviewed by the management, at each financial year-end and adjusted if impact on depreciation is
significant.

Capital work-in-progress

Capital work-in-progress is stated at cost less any recognized impairment loss and is transferred to the
operating fixed assets as and when asset is available for use.

De-recognition

An item of property, plant and equipment is de-recognized upon disposal of when no fufure economic
benefits are expected from its use ordisposal. Any gain or loss arising on de-recognition of the asset is
included in the profit and loss account jn the year the asset is de-recognized.

Impairment
Financial assets

A financial asset is considered to be impaired if objective evidence indicates that one or more events had
a negative effect on the estimated future cash flows of that asset,

An impairment loss in respect of a financial asset measured at amorticed cost is calculated as a
difference between its carrying amount and the present value of estimated future cash flows discounted
atthe original effective interest rate.

Individually significant financial assets are tested for impairment on an individual basis. The remaining
financial assets are assessed coliectively in groups that share similar credit risk characteristics.

Non-financial assets

The carrying amounts of the Campany's nonfinancial assets are reviewed at each balance sheet date to
determine whether there \is any indication of impairment. If such indication exists, the recoverable
amount of such asset is estimated. An impairment loss is recognized wherever the carrying amount of
the asset exceeds its recoverable amount, Impairment {osses are recognized in profit and loss account.
A previously recognized impairment loss is reversed only if there has been a change in the estimates
used to determine the asset's recoverable amount since the last impairment loss was recognized. if that
is the case, the camying amount of the asset is increased to its recoverable amount. That increased
amount cannot exceed the carnying amount that would have been determined, net of depreciation, had
no impairment loss been recognized for the asset in prior years. Such reversal is recagnized in profit and
loss account.
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24 Borrowing cost

Bormowing costs are recoghized as an expense in the peried in which these are incurred except to the
extent of borrowing costs that are directly attributable to the acquisition, construction or production of a
qualifying asset. Such borrowing costs, if any, are capitalized as part of the cost of the relevant asset.

2.5 Inventories

These are valued at the lower of moving average cost and net realizable value. ltems considered
obsolete are carried at nil value and items in transit are valued at cost comprising invoice value plus
other charges paid thereon.

Net realizable value signifies the estimated selling price in the ordinary course of business less estimated
cost necessary o make the sales.

2.6 Taxation
Current

The provisicn for current taxation is based on taxable income at the current rates of taxation after taking
into account applicable tax credits, rebates and exemptions avaitable under the law. However, as staled
in Note 23 to the financial statements as the Company's income is exempt from tax, therefore, no
provision for current tax has been recognized in these financial statements.

Deferred

Deferre:dd tax is accounted for using the balance sheet liability method in respect of all temporary
differences’ arising from differences between the carrying amount of assets and liabilities in the financial
statements and the corresponding tax bases used in the computation of the taxable profit. Deferred tax
liabilties are generally recognized for all taxable temporary differences and deferred tax assets to the
extent that it is probable that taxable profits wili be available against which the deductible temporary
“differences, unused tax losses and tax credits can be utilized.

" Deferred tax is calculated at the rates that are expected to apply to the period when the differences
reverse based on iax rates that have been enacted or substantively enacted by the reporting date.
Deferred tax is charged or credited in the profit and loss account, except to the extent that it relates to
tems recognized in other comprehensive income or directly in equity. In this case the tax is also
recognized in other comprehensive income or directly in equily, respectively.

Deferred tax has not been provided in these financial statements as the management believes that the
temporary differences will not reverse in the foreseeable future due to the fact that the Company remains
exempt from taxation under Clause 132 of Part t of Part IV of Second Schedule to the Income Tax
Ordinance, 2001.

2.7 Dividend and other appropriations

Dividend distribution to the Company's shareholders is recognized as a liability in the Company's
financial statements in the period in which the dividends are declared and other appropriations are
recognized in the period in which these are approved by the Board of Directors.

2.8 Cash and cash equivalents
Cash and cash equivalents comprise cash in hand, cash at banks on current accounts and other short

term highly liquid instruments that are readily convertible into known amounts of cash and which are
subject to insignificant risk of changes in values.

S A——————— | 22 | . ———————————————
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© 2.9 Provisions

Provisions are recognized when the Company has a legal or constructive obligation as a result of past
events and it is probable that an cutflow of resources embodying ecanomic benefits will be required to
settle the obligations and a reliable estimate of the amount can be made.

2.10 Staff retirement benefit

The Campany operates defined benefit plan - unfunded gratuity scheme for its employees, who have
completed the minimum qualifying period of service as defined under the respective scheme. Provision is
made annually on the basis of actuarial recommendation to cover the period of service completed by
employees using Projected Unit Credit Actuarial Cost Method. Latest actuarial valuation has been carried
on 3C June 2015.

2.11 Financial instruments

Financial instruments carried on the balance sheet include deposits, trade debts, other receivables,
ioans and advances, cash and bank balances, trade and other payables and borrowings etc. Financial
assets and liabilities are recognized when the Company becomes a party to the contractual provisions of
instrument. Initial recognition s made at fair value plus fransaction costs directly attributable to
acquisiion, except for 'financial instruments at fair value through profit or loss' which are initially
measured at fair value.

Financial assets are de—ecognized when the Company loses control of the contractual rights that
cemprise the financial asset. The Company kses such control if it realizes the rights ta benefits specified
in confract, the rights expire or the Company surrenders those rights. Financial liabilities are de-
recognized when the obligation specified in the contract is discharged, cancelled or expired. Any gain or
loss on subsequent measurement and de-recognition is charged to the profit or ioss currently. The
particular measurement methods adopted are disclosed in the individual poficy statements associated
with each item.

212 Trade and other receivables

Trade debts and other receivables are carried at original invoice value less an estimate made for
doubtful debts based on a review of all outstanding amounts at the year end. Bad debts are written off
when identified.

2,13 Bomowings

Bormwings are recognized initialy at fair value and are subsequently stated at amortized cost. Any
difference between the proceeds and the redemption value is recognized in the profit and loss account
over the period of the borrowings using the effective interest method.

214 Trade and other payables

Liabilities for trade and other amounts payable are initially recognized at fair value, which is normally the
fransaction cost. -

2.15 Offsetting

Financial assets and financial liabilities are set off and the net amount is reported in the financial
statements when there is a legal enforceable right to set off and the Company intends either to settle on
a nel basis or to realize the assets and to settle the liabilities simultaneously.

216 Revenue recognition

Revenue from sale of electricity is recognized at the time of transmission.
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2,17 Foreign currencies

4.1

5.1

These financial statements are presented in Pak Rupees, which is the Company’s functional currency.
All monetary assets and liabilities denominated in foreign currencies are translated into Pak Rupees at
the rates of exchange prevailing at the balance sheet date, while the fransactions in foreign currencies
during the year are initially recorded in functional currency at the rates of exchange prevailing at the
fransaction date. All non-monetary items are translated into Pak Rupees at exchange rates prevailing on
the date of fransaction or on the date when fair values are determined. Exchange gains and losses are
recorded in the profit and loss account.

ISSUED, SUBSCRIBED AND PAID UP SHARE CAPITAL

This represents 8 000 000 (2015: 8 000 000) ordinary shares of Rupees 10 each fully paid in cash. 375
750 ordinary shares (2015: 375 750) of the Company are held by Arshad Textie Mills Limited - an
associated company.

2016 2015
RUPEES RUPEES
RESERVES '

Composition of reserves is as follows:

Capital reserve

Revenue reserves

Premium an issue of right shares (Note 4.1) 80,000,000 80,000,000
General reserve 14,408,600
Accumuated loss (72,687,952}

14,408,600
(84,715,935)

(58,279,352) (70,307,335)

21,720,648 9,692,665

This reserve can be utilized by the Company only for the purposes specified in section 83(2) of the
Companies Crdinance, 1984,

SURPLUS ON REVALUATION OF PROPERTY, PLANT

AND EQUIPMENT

Surpius on revaluation of property, plant and equipment as at 01 July 31,895,697 32,657,207

Add: Increase in surplus on revaluation 11,342,109 -
43,237,806 - 32,857 207

Less: Transferred to accumulated loss in respect of

- incremental depreciation charged during the year 723435 _ 761,510

42 514 371 31,885 697

This represents surplus resulting from revaluation of freehold land, buildings thereon and plant and
machinery carried out on 30 June 2016 by Messrs Creative Consultants and Construction using
prevailing market prices. Previously revaluation was carried out on 30 Jure 2014 by an independent
valuer, :

————— | >4 “
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2M6 2015
. RUPEES RUFPEES
6. TRADE AND OTHER PAYABLES :
Creditors (Note 6.1) 30,080,496 41,319,928
Accrued liabilities 1,264,002 945 467
Advances from customers {Note 6.2) 7,374,000 16,509,164
Income tax deducted at source 6,330 31,960
Unclaimed dividend 31,348 31,348
Workers' profit participation fund {Note 20} 594 976 .
| 30351332 _ 58,837 867
6.1  Thisincludes Rupees 3.680 million (2015: Rupees 10.680 million} due to an associated undertaking.
6.2  This represents the advances received from associated companies against electricity supply.
T. BORROWINGS
Unsecured
From director (Mote 7.1) 13,360,000 13,300,000
From banking companles
" Temporary bank overdraft - 1,810
13,300,000 13,301,810

7.1 This represents interest free un-secured loan obtained from director of the Company which is repayable on demand.

8. STAFF RETIREMENT GRATUITY

Opening balance 2,413,020 1,564,502
Charge for the year (Note 8.2} 475,833 343,311
Refirement benefit paid - {332,900
Exparience adjustment recognized in other comprehensive income - 838,107
Closing balance 2,888,853 2413020
8.1  Movement in the net liability recognized
Opening balance 2413,020 1,564,502
Add: Charge for the year (Note §.2) 475,833 343,311
Experience adjustment recognized in other comprehensive income - 838,107
2,888,853 2,745,920
Less: Paid during the year - 332,900
_ 2,888,853 2,413,020
8.2 Charge for the vear
Current service cost 343,549 158,069
Interest cost 132,284 185,242
475,833 343311
2016 2015
8.3 Principal actuarial assumptions used
Discount rate for interest cost in profit and loss charge {per annum} 13.25% 13.25%
Discount rate for year end obligation {per annum) 9.75% 9.75%
Expected rate of increase in salary (per annum) 8.75% 8.75%
Average duration of the benefit 1 1
Mortality rates SLIC 2001-05  SLIC 2001-05
_ set back 1 year set back 1 year
Withdrawal rate Age based Age based
Retirement assumption Age 60

Age 80

L —
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Sensitlvity analysis for actuarial assu mption s

The sensitivity of the defined benefit obligations as at reporting date to changes in the weighted principal assumption is:

2016 2015
Discount rate 1.00% 1.00%
Increase in assumption {Rupees) {495,402) {19,569)
Decrease n assumption {Rupees) (454,271} 21,562
Future salary increase 1.00% 1.00%
Increase in assumption (Rupees) {454,271) 21,562
Decrease in assumption {(Rupees) 1495,748) {19,915}

8.4 Amounts for the current and previous four years:

[T2016 ] 2015 [ 2014 | 2013 | 2012 |

RUPEES
Present value of defined
benefit obligation 2.888.853 2,413,020 1,564,502 2,306,203 2,113,265
Experience adjustment
on cbligation - (838.107) {466,898) 229,989 -

The sensitivity analysis is based on a change in an assumption while hokding all other assumptions constant In
practice, this is unlikely to oceur, and changes in some of the assumptions may be correlated. When calculating the
sensitivily of the defined benefit plan to significant actuarial assumptions, the same method {present value of the
defined benefit plan calculated with the projected unit credit method at the end of the reporting period} has been
applied.

The methods and types of assumptions used in preparing the sensitivity analysis did not change compared to the
previous year.

8, CONTINGENCIES AND COMMITMENTS

There was no contingent liability and commitment as at 30 June 2016 {2015: Rupees Nii).

2016 2015
RUPEES RUPEES

0. CASH AND BANK BALANCES
' With banks:

Cn current accounts 1,724,767 1,045,411

Cashin hand 158,740 145,544

1,883 507 1,190955

11.  LOANS AND ADVANCES

Caonsidered good:

Employees - interest free (Note 11.1) 12,500 2,000

Advances to suppliers 1,549,731 1437875

Income tax 1,490,351 1,469,794

3,992,584 2909769

111 These represent interest free loans given to employees for meeting their persona expenditure and are secured
against palance to the credit of employees in the staff retirement gratuity. These are recoverable in equal monthly

instaliments.

12. OTHER RECEIVABLES
Sales tax refundable 1,461,404 2,710,894
Others ' 349,302 349,302

1,810,708 3,080 186
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TRADE DEBTS

Considered good:

Unsecured:

Related parties (Nole 13.1 and Note 13.2)
Others (Nole 13.3)

DA
PR B 2016 2015
RUPEES RUPEES
15105602 5,266,164
865,228 915,228

—l220000, 0181302,

This represents amounts due from the following relaled parties:

Arshad Textie Mils Limiad
Arshad Corporation (Private) Limited

15,105,602 -
- 5,266,164

15,105,602 5266164

As at 30 June 2016, trade debts due from related parties amounting to Rupees 2.090 milion (2015 Rupees Nil)

Upto 1 month

were past due but not impaired. The ageing analysis of these trade debts was as follows:

—2000205

As at 30 Jure 2018, these trade debts amounting to Rupees 0.865 milion were past due but not impaired (2015:
Rupees 0.815 million). These relate to an independent customer lrom whorn there is no recent history of default,

The ageing analysis of these trade debts is as follows:

Maore than 6 months

STOCK OF OIL AND LUBRI(‘:ANTS
Furnace oll

Diesel ail
Lube oils

STORES, SPARE PARTS AND LOOSE TOOLS

_ Stores

Spare parts (Note 15.1)
Loose tools

Less: Provision for slow moving and obsolete stores,
spare parts and loose tools (Note 15.2)

—S02.220. 915228

11,338,004 23,111,282
280,021 651,113
468,784 435,906

12,086 899 24,198,301

401,143 300,662
19,947,250 25593872
14,479 11,185

20,362,872 25905,719

’

7,415,870 7,181,664

12.947 002 18,724 055

These include spam parts in lfansilamounting to Rupees Nil (2015: Rupees 4.599 million).

Fl

Provision for slow moving and obsolsts stores, spares and looss tools

Balance as on 01 July
Provision made during the year (Note 20)

Balance as on 30 June

1,181,684 7,181,664
234,206 -
7.415.870 7.181.664
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If the freehold land, buildings thereon and plant and machinery were measured using the cost

medel, the carrying amounts would be as follows:

e | 29

Cost Accuml-llated Impairment Book value
depreciaticn loss
RUPEES
Freehold land 2,898,010 - - 2,898,010
Buildings on freehold land 40,912,131 32,370,707 - §,541424
Plant and machinery 327,163,704 219,465,499 10,649,310 97,038,895
2016 370,963,845 251,836,206 10,649,310 108,478,329
2015 43,810,141 31,921,157 - 11,688,984
Depreciation charge for the year has been allocated as follows:
2016 2015
RUPEES RUPEES
Cost of generation (Note 18) 9,704,192 5,542,792
Administrative expenses (Note 19) 20,168 14,864
9,724,360 5,557 656
SALES
Electricity 276,109,414 139,675,922
* Less: Sales tax 40,118,462 20,294,792
235,990,852 119,381,130
COST OF GENERATION .
Gil and Iubricants consumed 205,839,989 111,706,969
Salaries, wages and other benefits 5,138,879 3,180,242
Staff retirement benefit 361,703 296,465
Stores, spare parts and loose tools consumed 5,162,696 1,945,232
Repait and maintenance 12,250 232,14
Depreciation (Note 16.2) 9,704,192 5,542,792
226219700, 122203894
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2016 2015
RUPEES RUPEES
19.  ADMINISTRATIVE EXPENSES
Salaries and other benefits 1,536,000 502,529
Staff retirement benefit 114,130 46,846
Postage and telephone 117,818 198,497
. Vehicles' running 395,588 462,121
Traveling and conveyance 186,154 313,193
Printing and staticnery 61,492 1.119
Repair and maintenance 111,365 -
Entertainment 58,002 55,230
Fee ard subscription 480,509 581,566
Rent, rates and taxes 50,200 50,400
Advertisement 62,640 45,000
Augitors' remuneration (Note 19.1} 145,800 85,000
Insurance ) 13,154 21,018
Depreciation (Note 16.2) 20,168 14 864
Others 143,845 53,913

3490700 2200290,

191  Auditors’ remuneration:

Statutory audit . 100,000 75,000
Other cartifications including half yearly review 45,900 10,000

—0 e 22000

20 OTHER EXPENSES

" Workers' profit participation fund (Note 6) 594,976 -
Loans and advances wrilten off B5, 209 ' -
Provision for obsolete stores, spare parts and loose tools (Note 15.2) 234,206 -

M “-
21.  OTHER INCOME

Incoms from non-financlal assets

Reversal of impairment loss on plant and machinery 5,951,186 -
Credit balances written back - 6,524

5951 186 8 524

2. FINANCE COST ]
Bank charges and commission 6,635 7873

. 23.  TAXATION

The profit and gains derived by the Company from the electric power generation projects are exempt from
levy of income tax under Clause 132 of Parl-l of the Second Schedule of the Income Tax Ordinance, 2001.

2018 2015
24. EARNINGS ! [LOSS) PER SHARE - BASIC AND DILUTED

There is no dilutive effect on the basic earnings / (loss) per share which is based on:

Profit/ (loss} for the year {Rupees) 11,304,548 {6,025.,509}
Weighied average number of ordinary shares {Numbers) 8,000,000 8 000 000
Earnings / (loss) per shara {Rupees) 1.41 (0.75)

EEEss—————— . | 30 |
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2016 2015
RUPEES RUPEES
25. CASH GENERATED FROM OPERATIONS '
P
Profit/ (loss) before taxation 11,304,548 (6,025,508)
Adjustments for non-cash charges and other items:
Depreciation 9,724,360 5,557 656
Reversal of impaimment loss on plant and machinery (5,951,186) -
Provision for staff retirement gratuity 475,833 343,311
Loans and advances written off 85,209 .
Credit balances written back - (6,524)
Provision for slow moving and obsolete stores, spare parts and -
loase tocls 234,206 -
Finance cost 6,635 7,973
- Provision for workers' profit participation fund 594,976 -
Working capital changes {Note 25.1) (11,174,765) 18,526,230
5,299,906 18,408,137
251 Working capital changes
Decrease { (increase} in current assets
Stores, spare parts and loose tools 5,542,847 {1,226,973)
Stock of cil and lubricants 12,111,402 (11,887,920}
Trade debts {9,788,438) {3,848,528)
Loans and advances {207,585) (663,793)
Other raceivables 1,249,490 (1,603,978}
8,906,746 (19,231,192)
{Decrease) f increase in trade and other payables {20,081,511) 37,757,422
_ (11,174,765) 18,526,230
26. - REMUNERATION OF CHIEF EXECUTIVE OFFICER, DIRECTORS AND EXECUTIVES

The aggregate amount charged in the financial statements for remuneration including all benefits to the

Executive of the Company is as follows:

Executive
2016 | 2015
......... RUPEES..........
Manager'ial remuneration 999,096 960,000
Allowances '
House rent 450,000 432,000
Utilities 50,000 48,000
1,499,996 1,440,000
Number of persons 1 1

261 No remuneration, fee or any other expenses were paid to Chief Executive Officer or any Director of the
_ Company, :
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27. TRANSACTIONS WITH RELATED PARTIES

The related parlies comprise associated companies / undertakings ard key management personnel. The
Company in the normal course of business carries out transactions with various related parties. Detail of
transactions with related parties, other than those which have been specifically disclosed elsewhere in these
financial statements are as folows:

2016 2015
RUPEES RUPEES
Associaled companies / undertakings
Sdle of enargy 235,990,952 119,381,130
Stores purchased 11,836 -
Other charges paid 476,896 1,525,960
28. NUMBER OF EMPLOYEES
2016 2015
{Number of Persons}
Number of employees as on 30 June ‘ 29 16
Average number of employees during the year 18 10
. 29. PLANT CAPACITY AND ACTUAL PRODUCTICN
2016 2015
Number of generators installed 3 3
Number of generators worked 2 2
Insta¥ed energy generation capacity (MWH} 96 480 96 480
Actual energy generation (MWH} 24 873 13 519

29.1 REASON FOR LOW GENERATION
Energy generation is lower than installed capadity due to less demand of elediricity by the purchasers.
FINANCIAL RISK MANAGEMENT

301 Flnancial risk factors

The Company's aclivities expose it to a variety of financial risks: market risk (including curency risk, other
price risk and interest rate risk), credit risk and liquidity risk. The Companys overall risk management
programme focuses on the unpredictability of financial markets and seeks to minimize potential adverse
sffects on the Company's financial performance.

Risk management is carried out by the Company's finance department under pdlicies approved by the Board
of Directors. The Board provides principles for overall risk management, as well as policies coverng specific
areas such as currency risk, other price risk, interest rate risk, credit risk, liquidity risk, investment of excess
bquidity and use of non-derivative financial instruments.

{a) Market risk
{} Cumrencyrisk

Currency risk is the risk that the fair value or future cash flows of a financial instrument wil fluctuate because
of changes in foreign exchange rates. Currency risk arises mainly from future commercial transactions or
receivables and payables that exist due to transactions in foreign currencies. The Company has no receivable
{ payable balances in foreign curmrency as at 30 Juna 2016 (2015: Nil).

T T R R | 32 | ——————————
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(i} Other price risk

Other price risk represents the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices (other than those arnising from interest rate risk or
currency risk), whather those changes are caused by factors spacific to the individual financial
nstrument or its issuer, or factors affecting all similar financial instrument traded in the market. The
Company is not exposed to commodity price risk.

{iiy Interest rate risk

This rapresents the risk that the fair value or future cash flows of a financial instrument will uctuate
because of changes in market interest rates. The Company has no significant interest-bearing assets
and liabiities.

Credit risk

Credit risk represents the risk that one party to a financial instrument will cause a financial loss for the other
party by failing to discharge an cbligation. The carrying amount of financial assets represents the maximum
credit exposure. The maximum exposure to credit risk at the reporting date was as follows;

2016 2015
RUPEES RUPEES
Trade debts 15,970,830 6,181,392
Loans and advances 12,500 2,000
Deposits 10,550 10,550
Bank balances 1,724,767 1,045 411
17,718,647 7,230,353

The credit quality of financial assets that are neither past due norimpaired can be assessed by reference to
external credit ratings (if avalable) or to historical information about counterparty default rata.

Rating 2016 ] 2015

Short Long

Term term Agency ] e RUPEES ~=ssreme
Banks
Faysal Bank Limied Al+ Al PACRA - 45,435
Habity Bank Limited A-1+ AAA JCR-VIS 112,219 681,714
National Bank of Pakistan A-1+ AAA JCR-VIS 165,776 191,070
Al-Baraka Bank (Pakistan) Limited Al A PACRA 15,049 14,907
Soneri Bank Limited - Al+ AA- PACRA - 12,620
Habib Metropoelitan Bank Limited Al+ AA+ PACRA 195,659 *° -
Bank Al-Habib Limied Al+ AA+ PACRA 1,206,291 68,112
Urited Bank Limited CA-1E AAA JCR-VIS 29773 28,563

1,724 767 1,045 411

The Company's exposure to credit risk and imparment losses related 10 trade debts is disclosed in Note 13.

Due to the Company's long standing business relationships with these counterparties, management does
not expect non-performance by these counterparties on their obligations to the Company. Accordingly the
credit risk is minimal,
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{¢) Liquidity risk

Liquidity risk is the risk that an entity wil encounter difficulty in meeting obligations associated with financial
liabiities.

The Company manages liquidity risk by maintaining sufficient cash. At 30 June 2016, the Company had

Rupess 1,883,507 (2015: Rupees 1,190,955) cash and bank balances. The management betieves liquidity
risk to be high.

Following are the contractual maturities of financial liabilities as at 30 June 2016;

Carrying Contractual 6 months or

Amount cash flows less

------------------ RUPEES --=-remeecennnan
Trade and other payables 31,970,912 31,870,912 31,970,912
Borrowings _ 13,300,000 13,300,000 13,300,000

45270912 __ 45270912 __ 45270912

Contractual maturities of financial liabilities as at 30 June 2015:

Carrying Caontractual 6 months or
Amount cash flows less
[ - TTT-7 - =
Trade and other payables 42,296,743 42,206,743 42,296,743
Borrowings 13,301,810 13,301,810 13,301,810

—25.508.553, __ 5650859 _ 55508553

30.2 Financial Instruments by categories

2016 2015
RUPEES RUPEES
Loans and Receivables

Assels as per balance sheet

Trade debts 15,970,830 6,181,392
Loans and advances 12,500 2,000
Deposits 10,550 10,550
Cash and bank balances 1,883,507 1,180,955

17.877 387 7,384 897

Financial Liabilities at

amortized cost
Liabillties as per balance sheet
Trade and other payables 31970912 42,296,743
Borrowings 13,300,000 13,301,810

45270912 55 558 553
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30.3 Offsetting financial assets and financial liabilities

As on balance sheet date, recognized financial instruments are not subject to offsetting as there are no
enforceable master netting arrangements and similar agreements.

30.4 Capital risk management

Due to factors stated in Note 1.1 to these financial statements, the management concludes that the
Company is not a going concern. Therefore, there is no need to maintain and adjust the capital structure
and monitor the issues pertaining to the capital risk management of the Company.

31. RECOGNIZED FAIR VALUE MEASUREMENTS

The carrying values of all financial assets and liabilities reflected in financial statements approximate

“{heir fair values. Fair value is determined on the basis of objective evidence at each reporting date. Due
to the short-term nalure, carrying amounts of most of the financial assets and financial liabilities are
considered to be the same as their fair value.

32 RECOGNIZED FAIR VALUE MEASUREMENTS - NON-FINANCIAL ASSETS
(i) Fair value hierarchy

The judgments and estimates made in determining the fair values of the non-financial assets that are
recognized and measured at fair value in the financial statements. To provide an indication about the
reliability of the inputs used in determining fair value, the Company has classified its non-financial assets
into the following three levels.

At 30 June 2016 Level 1 Level 2 Level 3 Total
RUPEES y
_Freehold land - 25,406,250 - 25,406,250
Buildings on freehold jand - 23,986,850 - 23,986,850
Piant and machinery - 101,599,500 - 101,589,500
Total non-financial assets - 150,992 700 - 150,992 700
At 30 June 2015 Level 1 Level 2 Level 3 Total
RUPEES
Freehold land - 20,325,000 - 20,325,000
Buildings on freehold land - 23,459,680 - 23,459,680
Total non-financial assets - 43,784 680 - 43,784 630

The Company's policy is to recognize transfers into and transfers out of fair value hierarchy levels as at
the end of the reporting period.

' There were no transfers between levels 1 and 2 for recurring fair value measurements during the year.
Further, there was no transfer in and out of level 3 measurements. '
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{ii} Valuation techniques used to detenmine leve! 2 fair values

The Company oblains independent valuation for its freehold land, buildings thereon and plant and machinery on annual
basis.

At lhe end of each reporting period, Lhe maragemen updates the assessment of the fair value of freehold land,
buildings thereon and plant and machinery, taking intc accourt the mest racenl independent valuation. The
management determines the value of (hese assets within a range of reasonable fair value estimates. The besl eviderce
of fair value of land is current prices in an active market for simiar Jands. The best evidence of fair value of buildings is to
calculate fair depreciated market valug by applying an appropriate annual rale of depreciation on the new construction /
replacement value of the same building. The bes! evidence of fair value of plant and machinery s 1o calculate fair
depreciated market value by applying an appropriate anrual rate of depreciation on the replacement value / new
purchase ofibe same plant and machinery.

Valuation processes

The Company engages external, indeperdent and qual ficd valuer 1o determine the fair value of the Company’s freehoid
land, buildings lhereon and plant and machinery. As at 30 Jupe 2016, the fair value of these assels has been
detemined by Messrs Creative Consultants and Consiruction.

Changes in fair values are analyzed at the reporting date during the annuai valuation discussion between the Chiaf
Financial Officer and the valuers. As parl of this discussion lhe team presents a report thal explains the reason lor the
fair value movements.

33 INFORMATION FOR ALL SHARES ISLAMIC INDEX SCREENING
3
_20B | __ 2015 _
Carried under Carried under
Description i Note ) ) i _
Hon-Shariah Sharian Non-Shariah Shariah
arangemanta armangements arrangements arrangemenis
RUPEES
Assets
Loans and advances
Loans to employees 11 - 12,500 - 2.001)
Advances to suppliers / conlraclars 11 - 1.549,731 - 1,437,975
Deposits
Deposits - 10,550 - 10.550
Bank balances 10 - 1,724,767 - 1,045,411
Liabilities
Loan and advances
Shor term borrowings 7 - 13,300.0030 - 13,3G1,810
2018 2015
RUPEES RUPEES
33.2 Sources of ather income
Reversal of impainhent loss on plant and machnery 5951188 .
Cred# balances written back - 6,524
5951186 8324
33.3 Relationship with banks
Relationship
' Non Islamic || With Islamic
Name window windows
aperations operations
Habib Bark Limited v
National Bank of Pakistan v
Al-Baraka Bank (Pakistan) Limited v
Habib Metropoltan Bank Lim ted v
Bank Al-Habib Limited v
United Bank Limited v
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DATE OF AUTHORIZATION FOR ISSUE

These financial statements were authorized for issue on September 30, 2016 by the Board
of Directors of the Company.

CORRESPONDING FIGURES

Corresponding figures have been re-arranged, wherever necessary, for the purpose of
comparison. However, no significant re-arrangements have been made.

GENERAL

Figures have been rounded off fo the nearest Rupee unless otherwise stated.

WK nj‘f:)
MUH AD ARSHAD SHAHZA AH-M(SI"IEIKH

CHIEF EXECUTIVE OFFICER DIRECTOR
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PATTERN OF SHAREHOLDINGS

AS AT 30 JUNE 2016
Serial Number of Total
No. From To Share Shares
Holders Held
1 1 100 80 1161
2 101 500 36 17676
3 501 1000 31 29500
4 1001 5000 60 201600
5 2001 10000 27 225500
6 10001 15000 5 71000
7 15001 20000 1 20000
8 20001 ' 25000 3 65500
9 40001 45000 1 41000
10 45001 50000 2 97625
11 55001 60000 1 56800
12 65001 70000 1 70000
13 70001 75000 1 75000
14 95001 100000 1 100000
15 130001 135000 1 135000
16 135001 140000 1 137375
17 140001 145000 1 142875
18 195001 200000 2 400000
19 215001 220000 1 216000
20 265001 - 270000 3 807820
21 295001 300000 1 300000
22 330001 335000 1 331180
23 375001 380000 1 375750
24 485001 4390000 2 978438
25 755001 760000 1 760000
26 1135001 1140000 1 1139500
27 _ 1200001 1205000 1 - 1203700
TOTAL 267 8,000,000
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Categories of Shareholding
As at June 30,2016

Categories of Shareholding Numbers Shares held Percentage (%)

Associated companies,

ARSHAD TEXTILE MILLS LTD 1 375750 470
Directors,Chief Executive & their

Spouse and Children _
Mr.Muhammad Arshad Sheikh 3 1347200 16.84
Mr.Nisar Ahmed Sheikh 3 1187750 14.85
Spouse 1 135000 1.69
Mr.Shahzad Ahmed Sheikh 1 760000 950
Shamda ;mhad e 2 547180 54
Mr.Shehryar Arshad 2 757945 Q947
Mrs.Naureen Shahzad 1 56800 0.71
Resham Shahzad 2 626313 783
Financial Institution : 2 300499 3.76
Joint Stock Companies 4 8500 008
Individ uals 245 1899063 2374
TOTAL 267 8000000 100.00

STATEMENT SHOWING SHARES BOUGHT AND SOLD BY DIRECTORS
CEO,CFO, COMPANY SECRETARY AND THE MINOR FAMILY MEMBERS .
FROM 1STJULY 2015 TO 30TH JUNE 2016

SHARES
L
NAME BOUGHT SHARES SOLD

MR.NISAR AHMED SHEIKH
MR.MUHAMMAD ARSHAD SHEIKH
MR.SHAHZAD AHMED SHEIKH
Mrs.SHAHIDA ARSHAD
MR.SHEHRYAR ARSHAD
MRS.NAUREEN SHAMZAD
MRS.RESHAM SHAHZAD
MR.NASIR MAHMOOD

MR.JAVED ABBAS NAQVI
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ARSHAD ENERGY LIMITED
Room No.404-405, 4" Floor, Business Centre,
Mumtaz Hassan Road, Karachi.

PROXY FORM
IMVe of
being member{s) of ARSHAD ENERGY LIMITED holding
ordinary shares as per Registered Folio/CDC A/fc No. __

hereby ap point Folio/CDC  Account Nao.

" of CNIC/Passport  No. or faiing whom
Folio/CDC  Account  No. of

CNIC/Passport No, of (being member of the

Company)} as my/our Proxy to attend, act and vote for me/us and on my/our behalf at the
22" Annual General Meeting of the Company to be held on October 31, 2016 and/or any
adjournment thereof.

Signed this day of 2016.
Witnesses: Signature on
1. Signature Rs.5/-
Name Revenue Stamps
Address
CNIC
Sighature
2. Signature {Signature must agree wih the specimen
Name signature registered with the Company)
Address CNIC or Passport No.
CNIC

Notes:

1. This form of proxy, duly completed and singed, must be deposited at the Company's
Registered Office not later than 48 hours before the meeting.

2. This form should be signed by the Member or by his/her attorney duly authorized in
writhing. If the Member is a Corporation, its common seal should be affixed to the
instrument.

3. A Member entitled to attend and vote at the meeting may appoint any other Member as
his/her proxy to attend and vote on his/her behalf expect that a corporation may appoint
a person who is not a Member.

For CDC Account HoldersICorpofate Entities:
In addition to the above, following requirements have to be met:

(i) The proxy form shall be witnessed by two persons whose names, addressed and
CNIC or passport Numbers shall be mentioned on the form.

(i) Attested copies of CINC or Passport of the beneficial owners and the proxy shall be
furnished with the proxy form.

(iii) The proxy shall produce his/her original CNIC or originai Passport at the time ofthe
meeting.

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