
ChairmanÕs Review

In the name of Allah the Most Merciful and the Most
Benevolent.

It is a pleasure for me to present the Annual Report of Kot
Addu Power Company Limited (the ÒCompanyÓ) for the
financial year ended June 30, 2006.

The positive economic growth within Pakistan in recent years
coupled with the GovernmentÕs commitment to maintaining
that growth places significant pressure on the CountryÕs
energy resources, particularly power. Current peak electrical
demand is greater than available supply, and forecasts indicate
an increasing deficit before sufficient new power plants are
available to restore the supply demand balance. The supply
shortfall increases the reliance the power off-taker has on
each of the power companies and intensifies the CompanyÕs
need to meet its contractual obligations to its customer
WAPDA. In this regard, I am delighted to report that the
Company has again achieved a record output and has during
the year supplied nearly 10% of the total electricity
requirements of Pakistan whilst producing almost 30% of
that supplied by the Independent Power Producers (IPPs).

We have continued to operate and maintain the Power Plant
to the highest international standards to ensure that our
operational performance fully delivers both our technical and
financial performance objectives whilst at the same time
ensuring that our customer, WAPDAÕs power demand
requirements are met.

The CompanyÕs financial and technical performance for the
year has been outstanding, which is fully described in the
Report of the DirectorsÕ and the Chief ExecutiveÕs Statement
to this Annual Report. In February the Company announced
an Interim Dividend of Rs.4.0 per share and recognizing the
free cash flow, the Board has decided to recommend a final
dividend of Rs. 4.10 per share, in respect of the year ended
June 30, 2006. Although our earnings per share (EPS) for
2005/06 are lower than the previous year; reflecting the
impact of both the tax and deferred tax liabilities, a true
comparison of the CompanyÕs performance can be measured
by the profit before tax which shows a 5.6% increase over
the 2004/05 results.

As a good corporate citizen, the Company continues to play
an active role in supporting both the local community and
wider social issues. Through its Community Relations and
Social Action Plan, the Company provides assistance to the
community with the main focus being education and health
care programs. On a National level, the Company donated

Rs. 50 million to the PresidentÕs Relief Fund for Earthquake
Victims following the tragic earthquake in October 2005.

PakistanÕs need for increased power supply also provides
opportunities for the Company. We are actively pursuing the
feasibility of installing additional capacity at our existing facility.
A feasibility study to construct a new plant of 350MW to
450MW has been completed and the draft has been submitted
to the Private Power and Infrastructure Board for their
consideration. In addition, the Company is reviewing other
energy related investment opportunities in Pakistan that will
add shareholder value.

The performance achieved by the Company is a testament
to the contribution made by the employees during the year
and I would like to thank them all for their continued
commitment to the improvement of the CompanyÕs
performance and the delivery of the successes of the last
year.

There was a change to the Board of Directors during the
year. Muhammad Amjad resigned as a Non-Executive Director
in October 2005 and I would like to thank him for the 3 years
of committed service he has given both to the Board and the
Company. His position was filled by Saleem Arif who brings
a wealth of energy sector experience to the Board.

Finally, I wish to thank our Chief Executive Officer Malcolm
Clampin, for the excellent service he has given to the Board
and the Company. Malcolm will be leaving at the end of his
contract in September to take up a new appointment as
Executive Managing Director of the Arabian Power Company
in Abu Dhabi, but will continue as a Non-Executive Director
on our Board. He joined the Company in January 2002 and
has worked tirelessly over the past four years to bring about
changes that have delivered real improvements to the
Company and added value to our shareholders.

Lahore
August 31, 2006

Imtiaz Anjum
Chairman



Chief ExecutiveÕs Statement

Dear Shareholder,

Our commitment to you last year was to deliver the level of performance witnessed in the year ending June 30,
2005 and pursue a strategy for further energy related investment in Pakistan. I am pleased to report that we
have delivered our commitment in both these areas.

During the year the Company repeated the performance of the previous year by establishing a number of new
technical performance records, which are highlighted in the Report of the DirectorsÕ to this Annual Report. For
the second year in succession we established a new record for net output which was nearly 8.3 billion units of
electricity. The technical performance of our plant delivered excellent levels of availability and efficiency and in
June 2006 our monthly energy output not only established a new record, but was sufficiently above the
contractual threshold that it delivered the highest ever energy bonus paid by WAPDA to the Company.

The CompanyÕs financial results show a level of consistency with the previous year and with the exception of
the impact of deferred taxation would reflect an increase in profits. We have continued to provide you, our
shareholder, excellent dividends and the Company continues to feature as one of the best Listed Companies in
the Karachi Stock Exchange (KSE) 100 companies with respect to dividend yield.

June 27, 2006 witnessed the passing of 10 years of privatisation of the Company and with it raises one of the
most significant features looking forward which is the expiry of the tax holiday which the Company has enjoyed.

The CompanyÕs engineering strategy, reduced breakdowns, strategic stockholding and attitude to risk delivered
significant savings in insurance premium whilst at the same time allowing the insurance placement to be made
with low insurance deductibles, reducing the financial exposure of the Company to plant failures. The planned
overhauls were completed to program and budget including plant modifications.

Improvements to the plant have resulted in increased Capacity levels and the Company is discussing with its
customer WAPDA the commercial arrangements, including additional payment for providing the increased
capacity to WAPDA.

The relationship with our sole customer, WAPDA, continuous to be excellent and we continue to provide mutual
support in our objective to meet the CountryÕs growing energy needs.

Our continued commitment to Health & Safety, Environment and Quality Management has been recognised by
completing a successful surveillance audit of the CompanyÕs Integrated Management System which maintains
the CompanyÕs accreditation to:

¥ ISO-9001:2000, Quality Management System
¥ ISO-14001:1996, Environmental Management System
¥ OHSAS-18001:1999, Occupational Health and Safety Assessment Series

During the year the Company was awarded the revised certificate for Environmental Management ISO-14001:2004.
Our commitment to safety was further highlighted when on May 12, 2006 we achieved one million man-hours
worked without a Lost Time Accident.

During the year the Company made further changes to its Organizational Structure in pursuance of the initiative
launched in 2004 to bring the CompanyÕs Organization in line with modern power plant organizations. As a
result, 80 employees left the Company through a Selective Voluntary Severance Scheme (SVSS), bringing the
total number of employees who have left under this initiative to approximately 300.

The Capacity Expansion project has been actively pursued and following the completion of the Draft Feasibility
Study, submitted to the Private Power and Infrastructure Board (PPIB), the CompanyÕs Management have made
a number of presentations to PPIB, NEPRA and WAPDA to ensure these bodies are aware of both the CompanyÕs
intent and capability to deliver the proposed project.

Our objective during the coming year is to seek approval for our Capacity Expansion project, maintain our existing
level of technical performance, and increase revenue to the Company through the sale of additional capacity
to our customer WAPDA. The Management Team, along with all of the employees of the Company is committed
to continue to deliver to you, our shareholders our vision, ÒTo be a leading power generation company, driven
to exceed our shareholdersÕ expectations and meet our customerÕs requirementsÓ.

Lahore Malcolm P. Clampin
August 31, 2006 Chief Executive



Report of the DirectorsÕ

The Directors are pleased to present the Annual Report and
the Financial Statements of the Company for the
year ended June 30, 2006 (the ÒCurrent YearÓ).

General

The principal activity of the Company is to own, operate and
maintain a 1600 MW nameplate capacity gas, furnace oil and
diesel Ð fired power station at Kot Addu in the province of
Punjab, and to sell the electrical energy produced therefrom
to its customer, the Pakistan Water and Power Development
Authority (ÒWAPDAÓ).

The Current Year is significant in the CompanyÕs history in
as much as it marks a decade of its Privatisation. The Kot
Addu Power Plant was the first industrial unit in the power
sector to be privatised following international competitive
bidding by the Privatisation Commission Government of
Pakistan (the ÒPrivatisation CommissionÓ). Consequent to
Privatisation, National Power (now International Power plc)
of the UK initially bought 26% shares of the Company and
subsequently another 10% shares, bringing its current
shareholding in the Company to 36%. WAPDA held the
remainder of 64% shares of the Company until the Offer for
Sale of the CompanyÕs shares held by WAPDA (through the
Privatisation Commission) in February 2005. WAPDAÕs current
shareholding in the Company is 46% with 18%
of the CompanyÕs shares held by the general public.

The Company continues to be formally listed on the Karachi
Stock Exchange (ÒKSEÓ), the Lahore Stock Exchange and
the Islamabad Stock Exchange. In October 2005, just six
months following its formal listing, KSE notified the Company
as a KSE 100 index company; and in March 2006 the Company
was placed on the Futures Contract of KSE.

The Company continues to maintain a good relationship with
its customer, WAPDA, and its gas and oil suppliers, Sui
Northern Gas Pipelines Limited and Pakistan State Oil
Company Limited, respectively.

During the Current Year, the Company set new generation
records (discussed in more detail in the Operations section
below), which contributed significantly towards the desperately
required power by its customer, WAPDA.

Finance

Turnover for the Current Year was Rs. 32,833 million (2005;
Rs. 27,564 million) and cost of sales was Rs. 22,998 million
(2005; Rs. 17,827 million) resulting in a gross profit of Rs.
9,835 million (2005; Rs. 9,737 million). Turnover was higher
due to the increased load factor as a result of increased
despatch by WAPDA, the load factor being 71% (2005; 69%)
and the increase in fuel prices.

The CompanyÕs profit before tax for the Current Year was
at Rs. 8,597 million as compared to Rs. 8,129 million last year.
Profits before tax were higher mainly as a result of an increased
Load Factor, increase in Other Operating Income and
reduction in Financing Costs. Following the expiry of the tax
exemption in the Current Year, the Company provided Rs.
116 million for the current yearÕs tax liability (three days
liability) and Rs. 3,163 million for deferred tax liability, delivering
a Profit After Tax of Rs. 5,317 million, (2005; Rs. 8,048 million).

The CompanyÕs ten (10) year exemption from taxation on
its income expired on June 27, 2006. The Company is liable
to tax on its income for the remaining three (3) days of the
Current Year, that is, June 28, 2006 to June 30, 2006.

During the Current Year, the CompanyÕs customer, WAPDA
made full payments against Capacity and Energy invoices, on
their due dates.

The Company continues to discharge its liabilities as they
become due; and this included the repayment of two tranches
of the Loan Note, in total, of Rs. 2,102 million in December
2005 and June 2006 (through exchange of debit and credit
notes with WAPDA).

Operations

The Current Year witnessed a number of new technical
records being established, the most notable of which was a
record net output of 8,292 GWhrs of electricity that was
delivered to the CompanyÕs customer, WAPDA. The net
output of electricity represents 29.6% of the total electricity
produced by the Independent Power Producers (IPPs) and
approximately 9.3% of the total energy used in Pakistan. This
level of generation represents a cumulative load factor of
71% with an overall availability of 87.7%. The thermal
efficiency achieved was 43.1%.

The annual scheduled outage programmes which included
three (3) Major Overhauls, two (2) Hot Gas Path Inspections
and nine (9) Combustion Inspections were all completed to
programme and budget. The Major Overhaul to Unit 2 gas
turbine included extensive modifications with a view to
improving its reliability and electrical output.

Management, Personnel and Administration

During the Current Year, the Company management
team was strengthened by the appointment of a new General
Manager Human Resources and Administration.

In December 2003, the Board approved a Selective Voluntary
Severance Scheme (the ÒSVSSÓ) with a view to improving
the CompanyÕs performance and business focus so as to align
it to modern power plant organisations. The first phase of



Report of the DirectorsÕ

the SVSS was duly launched in 2004. With the BoardÕs
continued approval and support, the first phase of the SVSS
was extended during the Current Year initially to persons
employed in areas that are not directly connected with the
CompanyÕs principal business. 98 employees from various
non-core business sections of the Company were offered the
opportunity to volunteer, and of them, 80 were agreed to be
released. The cost of administering the second phase of the
SVSS remains within the approved budget.

The CompanyÕs management continues to review the
appropriateness of the Environmental, Safety and Quality
Management Plans and is committed to playing an active role
in the Local Community through the CompanyÕs Community
Relations and Social Action Plan.

Corporate and Financial Reporting Framework

As required by the Code of Corporate Governance, the
Directors are pleased to report the following:

a) The financial statements, prepared by the management
of the Company, present fairly its state of affairs, the
results of its operations, cash flows and changes in
equity.

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

c) Appropriate accounting policies have been consistently
applied in preparation of financial statements and any
changes in accounting policies have been disclosed in
the financial statements. The accounting estimates are
based on reasonable and prudent judgement.

d) International Accounting Standards, as applicable in
Pakistan, have been followed in preparation of financial
statements and any departure
therefrom has been adequately disclosed.

e) The system of internal control in design has been
effectively implemented and monitored.

f) There are no significant doubts upon the CompanyÕs
ability to continue as a going concern.

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

h) Key operating and financial data for the last six years
is annexed.

i) The pattern of shareholding as at June 30, 2006

alongwith disclosure as required under the Code
of Corporate Governance is annexed.

j) The Directors (other than as disclosed), Chief Executive
Officer, General Manager Finance/CFO, the Company
Secretary, their spouses and minor children have not
traded in the shares of the Company.

k) The value of investments (at cost) of Pension Fund
and Provident Fund as at June 30, 2005 is as follows:

Rs in Million

Pension Fund 182.028
Provident Fund  29.240

l) Information about outstanding taxes and levies
is given in the notes to the Accounts.

m) During the Year, six (6) meetings of the Board of
Directors were held. Attendance of these meetings is
as follows:

Name of Director No. of Meetings
 Attended

Mr. Imtiaz Anjum 6
Mr. Malcolm Clampin 6
Mr. Muhammad Amjad 0
(Resigned from the Board of
Directors on October 12, 2005)

Mr. Fazal Ahmed Khan 6
Mr. Vince Harris 6
Mr. Abdul Mannan Malik 6
Mr. Nigel Hubert Carter 6
Mr. Muhammad Saleem Arif 4
(Joined the Board of Directors on
October 12, 2005 to fill in the casual
vacancy due to resignation of
Mr. Muhammad Amjad)

Leave of absence, where requested, was granted to
the Directors who could not attend the Board
Meetings.

Appropriations

The Directors are pleased to recommend a final dividend of
Rs. 4.10 per share. This will be paid to the shareholders on
the CompanyÕs Register of Members on October 6, 2006.
An Interim Dividend of Rs. 4.00 per share which was approved
by the Board of Directors on February 7, 2006 and was
dispatched in April 2006. The total dividend to be approved
by the shareholders at the Annual General Meeting on October
18, 2006 will be Rs. 8.10 per share for the year ended June
30, 2006.



Report of the DirectorsÕ

The net profit for the year is recommended to be appropriated
as follows:

Rs Ô000
Net Profit for the Year 5,317,362

Un-appropriated profit
brought forward 13,039,645

Appropriations

Final Dividend for the
Year ended June 30, 2005
Rs. 4.50 per share (3,961,140)

Interim dividend
@ Rs. 4.00 per share (3,521,013)

Proposed final dividend
@ Rs. 4.10 per share (3,609,037)

11,091,190

Un-appropriated profit
Carried forward 7,265,817

Basic Earnings
Per Share (Rupees) 6.04

The Directors would like to draw your attention to  (e) of
the AuditorsÕ Report relating to note 11.1 to the financial
statements.

Company Expansion (Proposed)

Following the Boards approval in May 2005, the Company
appointed Fichtner GmbH & Co. KG (ÒFichtnerÓ) to conduct
a feasibility study for the CompanyÕs proposed expansion.
Fichtner completed its feasibility study following which the
same was sent to the Private Power Infrastructure Board
(ÒPPIBÓ). The matter is being progressed through meetings
and presentations to PPIB.

Completion of the feasibility study and presentment of the
same to PPIB is no assurance/guarantee that the
Company will increase its generation capacity.

WorkersÕ Profit Participation Fund Matter

The Company does not employ any person who falls under
the definition of Worker under the Companies Profit (WorkersÕ

Participation) Act, 1968 (the ÒWPPF ActÓ), therefore it has
been advised by its legal counsel, that it is not obliged to
establish a Workers Profit Participation fund as defined in the
WPPF Act. As a consequence, the Company is also not
required to make contributions to the fund established
pursuant to Workers' Welfare Fund Ordinance, 1971.

The Company has not made any provision for WorkersÕ Profit
Participation Fund in the  financial statements for the year
ended June 30, 2006 or in previous years. The Directors
would like to draw your attention to (e) of the AuditorsÕ
Report relating to note 11.1 to the financial statements for
details.

Auditors

The present auditors, A. F. Ferguson & Co., Chartered
Accountants, retire and being eligible, offer themselves for
reappointment. The Board recommends the appointment of
A. F. Ferguson & Co., Chartered Accountants, as auditors of
the Company for the next year, as suggested by the Audit
Committee.

Acknowledgment

The Directors wish to record their acknowledgment and
appreciation for the efforts put in by the Executives, Officers
and Staff for the smooth operation of the Company.

By Order of the Board

Lahore Malcolm P. Clampin
August 31, 2006 Chief Executive



Key Operating and Financial Data of the Last Six Years

Financial Year Ending June 2006 2005 2004 2003 2002 2001

Turnover PKR in Million 32,833 27,564 21,842 23,212 26,291 26,195

Net profit/(loss) PKR in Million 5,317 8,048 6,936 5,464 30,9032 (4,664)

Assets PKR in Million 34,278 36,730 32,910 36,549 44,470 39,464

Dividends PKR in Million 7,482 3,7813 5,0003 14,4001 10,0001 -

EPS PKR per share 6.044 9.14 7.888 6.21 35.112 0

Net Output GWh 8,292 8,135 5,698 5,603 6,117 5,899

Thermal Efficiency % 43.1 43.3 42.2 41.6 42.2 41.8

Load Factor % 70.5 69.2 48.3 47.7 52 50.2

Availability % 87.7 88.5 85.7 77.9 86.4 80.1

1
High dividend payments on account of settlement of dispute with WAPDA.

2
Profit and EPS high as a result of settlement of dispute with WAPDA.

3
Without change in accounting policy for dividend, the dividend for the years respectively ended June 30, 2004 and June 30, 2005 would have been reported as

 Rs. 5.70 per share and Rs. 8.00 per share.

4
EPS if considered without the impact of income tax for three days (June 28 to June 30, 2006) and deferred tax would be Rs. 9.66 per share.



Pattern of Shareholding as of June 30, 2006

46 1 100 3019 .0003
81901 101 500 40939172 4.6508
4679 501 1000 4669033 .5304

 4675 1001 5000 11423980 1.2978
675 5001 10000 5167280 .5870
253 10001 15000 3203267 .3639
130 15001 20000 2349900 .2669
94 20001 25000 2182834 .2479
61 25001 30000 1718167 .1951
40 30001 35000 1313333 .1491
21 35001 40000 808200 .0918
14 40001 45000 613600 .0697
41 45001 50000 2010800 .2284
15 50001 55000 791700 .0899
14 55001 60000 822348 .0934
9 60001 65000 569400  .0646
7 65001 70000 471900 .0536
8 70001 75000 589774 .0670
6 75001 80000 465200 .0528
2 80001 85000 166100 .0188
5 85001 90000 441800 .0501
4 90001 95000 375600 .0426

13 95001 100000 1292500 .1468
6 100001 105000 617400 .0701
2 110001 115000 222000 .0252
6 115001 120000 710000  .0806
3 120001 125000 369000 .0419
6 125001 130000 766400 .0870
1 130001 135000 135000 .0153
3 135001 140000 414500 .0470
1 140001 145000 144000 .0163
7 145001 150000 1045500 .1187
1 150001 155000 153000 .0173
3 155001 160000 472000 .0536
2 160001 165000 325500 .0369
2 165001 170000 339500 .0385
1 170001 175000 173000 .0196
2 175001 180000 356500 .0404
2 190001 195000 384600 .0436
1 195001 200000 200000 .0227
2 200001 205000 402000 .0456
2 210001 215000  425800 .0483
1 220001 225000 225000 .0255
3 235001 240000 717500 .0815
3 245001 250000 747650 .0849
1 250001 255000 254500 .0289
1 265001 270000 269000 .0305
1 270001 275000 271000 .0307

NO. OF <...HAVING SHARES...> SHARES HELD PERCENTAGE
SHAREHOLDERS FROM TO



Pattern of Shareholding as of June 30, 2006

1 275001 280000 280000 .0318
2 295001 300000 600000 .0681
1 320001 325000 323000 .0366
1 325001 330000 328000 .0372
1 335001 340000 338250 .0384
2 340001 345000 687000 .0780
2 345001 350000 700000 .0795
2 390001 395000 783000 .0889
3 395001 400000 1200000 .1363
1 405001 410000 410000 .0465
1 425001 430000 430000 .0488
1 440001 445000 444500 .0504
1 445001 450000 450000 .0511
1 455001 460000 456500 .0518
1 485001 490000 485500 .0551
2 510001 515000 1028500 .1168
1 595001 600000 598100 .0679
1 620001 625000 623500 .0708
1 670001 675000 670200 .0761
1 695001 700000 700000 .0795
1 725001 730000 728800 .0827
1 820001 825000 824000 .0936
1 850001 855000 852000 .0967
1 1745001 1750000 1750000 .1988
1 1795001 1800000 1800000 .2044
1 2055001 2060000 2056000 .2335
1 2135001 2140000 2138500 .2429
1 2165001 2170000 2168500 .2463
1 2225001 2230000 2230000 .2533
1 2245001 2250000 2250000 .2556
1 2605001 2610000 2606300 .2960
1 2750001 2755000 2750900 .3125
1 3070001 3075000 3074400 .3492
1 3100001 3105000 3103000 .3525
1 3400001 3405000 3404800 .3867
1 3965001 3970000 3970000 .4510
1 7185001 7190000 7188500 .8166
1 13835001 13840000 13837500 1.5719
1 316890001 316895000 316891159 36.0000
1 402560001 402565000 402563562 45.7326

92823 880253228 100.0000

NO. OF <...HAVING SHARES...> SHARES HELD PERCENTAGE
SHAREHOLDERS FROM TO



Categories of Shareholders as of June 30, 2006

DIRECTORS, CEO & CHILDREN 7 2507 0.0003

NIT & ICP 3 4788500 0.5440

BANKS, DFI & NBFI 31 8786400 0.9982

INSURANCE COMPANIES 10 1915500 0.2176

MODARABAS & MUTUAL FUNDS 20 8946500 1.0164

PUBLIC SECTOR COS. & CORP. 13 1392200 0.1582

GENERAL PUBLIC (LOCAL) 88889 88954156 10.1055

GENERAL PUBLIC (FOREIGN) 3638 2408500 0.2736

OTHERS 210 43604244 4.9536

SHAREHOLDING 10% OR ABOVE 2 719454721 81.7326

COMPANY TOTAL 92823 880253228 100.0000

PARTICULARS SHAREHOLDERS SHAREHOLDING PERCENTAGE



Pattern of Shareholding as of June 30, 2006 -
Additional Information

ShareholdersÕ Category No. of No. of Shares
Shareholders H e l d

Associated Companies - -

NIT & ICP 3 4,788,500

Directors, CEO, their spouses and minor children 7

Mr. Imtiaz Anjum 501
Mr. Malcolm P. Clampin 1
Mr. Vince Richard Harris 1
Mr. Fazal Ahmed Khan 501
Mr. Abdul Mannan Malik 501
Mr. Nigel Hubert Carter 1
Mr. Muhammad Saleem Arif 1001

Executives 10 724,333

Public Sector Companies & Corporations 13 1,392,200

Banks, Development Financial Institutions, Non
Banking  Financial  Institutions, Insurance
Companies, Modarabas and Mutual Funds 271 63,252,644

Shareholders holding 10% or more voting interest 2

Pakistan Water & Power Development 402,563,562
Authority

National Power (Kot Addu) Limited 316,891,159

The CEO, Directors, CFO, Company Secretary and their spouses and minor children have made no Sale/Purchase
of CompanyÕs shares during the financial year ended June 30, 2006 other than as disclosed.



Statement of Compliance with the Code of
Corporate Governance

This Statement is being presented to comply with the Code
of Corporate Governance (the ÒCodeÓ) contained respectively
in the Listing Regulations of the Karachi Stock Exchange, the
Lahore Stock Exchange and the Islamabad Stock Exchange
for purpose of establishing a framework 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 Board of Directors of the Company (the ÒBoardÓ)
comprises of six non-executive Directors and one
executive Director. At present there is no Director
representing minority shareholders. We will encourage
this representation in the forthcoming elections.

2. The Directors have confirmed that none of them is
serving as a Director in more than ten listed companies.

3. All the resident Directors 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 a Stock Exchange, has been declared as
a default by that Stock Exchange.

4. A casual vacancy occurring on the Board on October
12, 2005 was duly filled in on the same date.

5. The Company has prepared a ÒStatement of Ethics
and Business PracticesÓ, which has been signed by all
the Directors and employees of the Company.

6. The Board has developed a Vision and Mission
Statement, overall corporate strategy and significant
Policies of the Company. A complete record and
particulars of significant Policies alongwith the dates
on which they were approved has been maintained.

7. All 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 have been taken by the Board.

8. The Meetings of the Board were presided over by the
Chairman and the Board met at least once in every
quarter. Written notices of Board Meetings, alongwith
Agenda and working papers, were circulated at least

seven days prior to the Meetings. The Minutes of the
Meetings were appropriately recorded and circulated.

9. The Board arranged an orientation course for its
Directors during the year ended June 30, 2006 to
appraise them of their duties and responsibilities.

10. Officers having positions of CFO/General Manager
Finance and Company Secretary and the Internal
Auditors were appointed prior to the Code becoming
applicable to the Company. Terms of appointment,
including remuneration in case of future appointments
on these positions will be approved by the Board.

11. The DirectorsÕ Report for the year ended June 30,
2006 has been prepared in compliance with the
requirements of the Code and fully describes the
salient matters required to be disclosed.

12. Since the Code has become applicable on the
Company, the Financial Statements of the Company
have been duly endorsed by the Chief Executive and
the CFO/General Manager Finance before approval
of the Board.

13. The Directors, Chief Executive 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 requirements of the Code.

15. The Board has formed an Audit Committee. It
comprises of three Members. All Members of the
Audit Committee are non-executive Directors.

16. The Meetings of the Audit Committee were held at
least once every Quarter prior to the approval of the
interim and final results of the Company and as required
by the Code. The Terms of Reference of the Audit
Committee have been formed and advised to the
Audit Committee for compliance.

17. The Board has set-up an effective Internal Audit
function which is considered suitably qualified and
experienced for the purpose and are conversant with
the policies and procedures of the Company and they
are involved in the Internal Audit function of the
Company on a full time basis.



For and on Behalf of the Board

Malcolm P. Clampin
Chief Executive

18. The Statutory Auditors of the Company have confirmed
that they have given a satisfactory  rating under the
quality control review programme of the Institute of
Chartered Accountants of Pakistan, that they or any
of the partners of the firm, their spouse and minor
children do not hold shares of the Company and that
the Firm and all its partners are in compliance with
International Federation of Accountants (ÒIFACÓ)
guidelines on the Code as adopted by Institute of
Chartered Accountants of Pakistan.

19. The Statutory Auditors or the persons associated with
them have not been appointed to provide other
services excpet in accordance with the Listing
Regulations and the Auditors have confirmed that they
have observed IFAC guidelines in this regard.

20. All material principles contained in the Code have
been complied with.

Lahore
August 31, 2006

Statement of Compliance with the Code of
Corporate Governance



We have reviewed the statement of compliance with the best practices contained in the Code of Corporate Governance
prepared by the Board of Directors of Kot Addu Power Company Limited to comply with the Listing Regulation No. 37, 43
and 36 of the Karachi, Lahore and Islamabad Stock Exchanges respectively, 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 companyÕs compliance with the provisions of the Codes 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 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 have not carried out any special review of
the internal control system to enable us to express an opinion as to whether the BoardÕs statement on internal control covers
all controls and the effectiveness of such internal controls.

Based on our review nothing has come to our attention which causes us to believe that the statement of compliance does
not appropriately reflect the companyÕs 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, 2006

Lahore A. F. Ferguson & Co.
August 31, 2006 Chartered Accountants

Review Report to the Members on Statement of
Compliance with the Code of Corporate Governance



We have audited the annexed balance sheet of Kot Addu Power Company Limited as at June 30, 2006 and the related profit
and loss account, 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 companyÕs 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. Our responsibility is to express an opinion on these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These standards require that we
plan and perform the audit to obtain reasonable assurance about whether the above said statements are free of any material
misstatment. 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 reasonable basis
for our opinion and, after due verification, we report that:

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

(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 companyÕs business; and

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

(c) in our opinion and to the best of our information and according to the explanations given to us, the balance sheet,
profit and loss account, cash flow statement and statement of changes in equity together with the notes forming part
thereof conform with approved accounting standards as applicable in Pakistan, and, give the information required by
the Companies Ordinance, 1984, in the manner so required and respectively give a true and fair view of the state of
the companyÕs affairs as at June 30, 2006 and of the profit, its cash flows and changes in equity for the year then ended;
and

(d) in our opinion zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980), was deducted
by the company and deposited in the Central Zakat Fund established under Section 7 of that Ordinance.

(e) Without qualifying our opinion, we draw attention to note 11.1 to the financial statements. The company has not made
any provision for WorkersÕ Profit Participation Fund based on the legal advice and in view of a constitutional petition
filed by another company pending adjudication in Sindh High Court on this matter. As more fully explained in the note,
the ultimate outcome of the matter cannot presently be determined and no provision for any liability that may result
has been made in the financial statements, including any penalties which may become payable in connection therewith.

Lahore A. F. Ferguson & Co.
August 31, 2006 Chartered Accountants

AuditorsÕ Report to the Members



Balance Sheet

2006 2005
Note (Rupees in thousand)

EQUITY AND LIABILITIES

CAPITAL AND RESERVES

Authorised capital
3,600,000,000 (2005: 3,600,000,000)
ordinary shares of Rs 10 each 36,000,000 36,000,000

Issued subscribed and paid up capital
880,253,228 (2005: 880,253,228) ordinary
shares of Rs 10 each 5 8,802,532 8,802,532

Capital reserve 6 444,451 444,451

Unappropriated profit 10,874,854 13,039,645

20,121,837 22,286,628
NON-CURRENT LIABILITIES

Long term loan-unsecured 7 7,846,620 8,853,836
Deferred liabilities 8 3,418,353 258,680

11,264,973 9,112,516

CURRENT LIABILITIES

Current maturity of long term loan - unsecured 7 1,007,216 2,102,271
Creditors, accrued and other liabilities 10 1,801,611 3,228,641
Provision for taxation 82,145 -

2,890,972 5,330,912

CONTINGENCIES AND COMMITMENTS 11

34,277,782 36,730,056

The annexed notes 1 to 36 form an integral part of these financial statements.

Malcolm P. Clampin
Chief Executive



as at June 30, 2006

2006 2005
Note (Rupees in thousand)

ASSETS

NON-CURRENT ASSETS

Property, plant and equipment 12 22,695,516 23,679,537
Intangible assets 13 245 329
Capital work-in-progress 14 60,420 35,194
Long term loans and deposits 15 17,834 687,781

22,774,015 24,402,841

CURRENT ASSETS

Stores and spares 16 2,472,538 2,432,928
Stock-in-trade 17 1,129,664 2,621,847
Trade debts 18 3,115,000 2,330,994
Loans, advances, deposits, prepayments

and other  receivables 19 420,511 1,178,981
Cash and bank balances 20 4,366,054 3,762,465

11,503,767 12,327,215

34,277,782 36,730,056

Fazal Ahmed Khan
Director




