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INDEPENDENT AUDITORS REPORT TO THE MEMBERS OF NEELUM JHELUM HYDROPOWER COMPANY
(PRIVATE) LIMITED :

Report on the Audit of the Financial Statements

Opinion

We have audited the annexed financial statements of NEELUM JHELUM HYDROPOWER COMPANY
(PRIVATE) LIMITED (the Company) which comprise the statement of financial position as at June 30,
2024, and the statement of profit or loss, the statement of comprehensive income, the statement of
changes in equity, the statement of cash flows for the year then ended, and notes to the financial
statements, including material accounting policies and other explanatory information, 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 the audit.

In our opinion and to the best of our information and according to the explanations given to us, the
statement of financial position, the statement of profit or loss, the statement of comprehensive
income, the statement of changes in equity and the statement of cash flows together with the notes
forming part thereof conform with the accounting and reporting standards as applicable in Pakistan
and give the information required by the Companies Act, 2017 (XIX of 2017), in the manner so
required and respectively give a true and fair view of the state of the Company's affairs as at June
30, 2024 and of the loss and the comprehensive loss, its changes in equity and the cash flows for the

year then ended.
Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable
in Pakistan. Our responsibilities under those standards are further described in the Auditors
Responsibilities for the Audit of the Financial Statements section of our report. We are independent
of the Company in accordance with the International Ethics Standards Board for Accountants’ Code
of Ethics for Professional Accountants as adopted by the Institute of Chartered Accountants of
Pakistan (the Code) and we have fulfilled our other ethical responsibilities in accordance with the
Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide

a basis for our opinion.
Material Uncertainty Related to Going Concern

During the year, the Company’s power generation facility experienced a gradual reduction in
production on April 04, 2024, due to decreased water pressure, leading to a complete plant shutdown
of the power generation facility on May 01, 2024. Inspections have revealed collapses in both the
Left and Right Headrace Tunnels, blocking significant sections. On August 05, 2024, the Prime
Minister formed a committee to oversee the repair and evaluate the impact of this incident on the
Company’s revenues. The Company expects that repair to the Tunnels will take approximately two
years at an estimated cost of Rs. 15 billion. The Company expects to make up the loss of revenues
during the period of repair. These conditions, along with other matters outlined in Notes 1.3 and 1.4,
indicate the existence of a material uncertainty that may cast significant doubt on the Company’s

ability to continue as a going concern. 6
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The management has carried out an impairment assessment which is based on the assumptions that:
a) the Company is owned by the Government of Pakistan (GoP) and it runs one of the most cost-
efficient power generation facilities having a strategic importance for the country; b) the tariff
model of the Company is based on recovery of its costs with a certain percentage on return on equity
and c) the continued financial support from the GoP. The impairment model based on value in use
calculations taking into account the tariff structure and expected useful life of the power generation
facilities, indicates that carrying value of the property, plant and equipment is not impaired as at
the year end. Accordingly, the financial statements have been prepared on a going concern basis.

Our opinion is not modified in respect of these matters.
Information Other than the Financial Statements and Auditors Report Thereon

Management is responsible for the other information. The other information comprises the
information included in the annual report but does not include the financial statements and our

auditors report thereon.

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information; we are required to report that fact. We have nothing to

report in this regard.

Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the accounting and reporting standards as applicable in Pakistan and the
requirements of Companies Act, 2017 (XIX of 2017) and the State-Owned Enterprises (Governance
and Operations) Act, 2023 (SOE Act, 2023) and for such internal control as management determines
is necessary to enable the preparation of financial statements that are free from material

misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Company
or to cease operations, or has no realistic alternative but to do so.

Board of directors is responsible for overseeing the Company’s financial reporting process.

Auditors Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with 1SAs as applicable in Pakistan will always detect a
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material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Company’s ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditors report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditors report. However, future events or conditions
may cause the Company to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with the board of directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

Report on Other Legal and Regulatory Requirements

Based on our audit, we further report that in our opinion:

a)

b)

proper books of account have been kept by the Company as required by the Companies Act, 201 7
(XIX of 2017);

the statement of financial position, the statement of profit or loss, the statement of
comprehensive income, the statement of changes in equity and the statement of cash flows
together with the notes thereon have been drawn up in conformity with the Companies Act, 2017
(XIX of 2017) and SOE Act, 2023 are in agreement with the books of account and returns;
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c) investments made, expenditure incurred and guarantees extended during the year were for the
purpose of the Company’s business; and '

d) no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIil of 1980).

The engagement partner on the audit resulting in this independent auditors report is Atif Riaz.

ISLAMABAD ﬁ@f‘%’&%&
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