


Mission Statement

Privatisation in an Open, Fair and Transparent Manner, for the Benefit of the
People of Pakistan, in the Right Way, to the Right People, at the Right Price
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CHAIRMAN’S REVIEW

It gives me great pleasure to present the Annual Report of the
Privatisation Commission for the year ending June 30, 2006.

| Privatization, liberalization and deregulation are cornerstones of
| the successful Economic Reforms implemented under the guidance
of President General Pervez Musharraf and Prime Minister Mr.
Shaukat Aziz, during the last seven years. As a result of these
broad-based reforms, which covered virtually every sector and
were accompanied by transparency, good governance and
continuity and consistency of policies, the economy has been completely transformed and
placed on the path of rapid sustainable growth.

The Government has taken concrete steps to implement the privatization policy in an
open, fair and transparent manner. The bidding process is competitive and open to media.
Suggestions to improve the process are encouraged, to make the process even more
effective and equitable.

The Privatisation Commission is focusing on making privatisation transactions more
participatory by encouraging the public to participate in, and benefit from, the process
through the capital market via Initial and Secondary Public Offerings under the
“Privatization for the People” programme. In addition to enhancing the sense of
ownership of the privatisation programme amongst people, this approach broadens,
deepens and strengthens the capital markets and introduces improved corporate
governance procedures in many public sector enterprises, thus accelerating the process of
restructuring and preparation of the units for strategic sale. We are continuing to educate
the public on the benefits of privatisation via seminars, interviews, publications, and a
revamped website. We are also supporting the process of strengthening regulatory
frameworks in power, oil and gas and telecommunications sectors to clarify the “rules of
the game” and implement sectoral reforms relating to deregulation and pricing. The
objective is that prices of goods and services should bear a closer relation to their true
cost and provide correct incentives to investors, while at the same time ensuring due
protection to consumers.

During 2005-06 the Privatisation Commission achieved important milestones by
successfully completing 7 transactions, which included sale of 26% B class shares of
PTCL, 73% shares of KESC, 85.29% shares of Mustehkam Cement, PTCL shares in
Carrier Telephone Industries, machinery of Bolan Textile Mills and launch of UBL IPO.
The total sale price amounted to Rs. 175.788 billion as compared to Rs. 43.044 billion
during the year 2004-2005. Against total sale price of PTCL shares amounting to US$
2,598.960 million, initial payment of US$ 1,400 million has been received upto June 30,
2006 and the balance sale price is recoverable in nine semi-annual instalments upto



September 2010. The first instalment of US$ 133.218 million due in September 2006 has
been received. The Commission has remitted an amount of Rs. 97.259 billion to GOP for
debt retirement and poverty alleviation and paid an amount of Rs. 23.301 billion to
DFl/owners for their shares sold in 2005-2006.

The GDR of Oil and Gas Development Company Limited (OGCL) Global was the first
global offering by a Pakistani Company for more than a decade. 408,588,000 shares (9.5
% of OGDCL’s share capital) were divested to institutional investors in December 2006,
of which 390,588,000 shares were sold to overseas investors in the form of 39,058,800
Global Depository Shares (GDR) at the rate of US$ 18.90 per GDS and 18,000,000
shares were sold to domestic investors at the rate of Rs. 115 per share. Gross sale
proceeds amounted to US$ 738.211 million and Rs. 2.070 billion respectively, totalling
Rs. 46,963 million.

Some of the major activities undertaken by PC during FY 2005-06 and from July —
December, 2006 are:-

a) Sale of 26% B Class Shares of PTCL for Rs. 155,000.0 million.

b) Sale of 4.2 % shares of UBL through capital market for Rs. 1,087.2 million.
c) Sale of Carrier Telephone Industries for Rs. 500.0 million.

d) Sale of Bolan Textile Mills for Rs. 128.0 million.

e) Sale of KESC for Rs. 15,859.7 million.

f) Sale of Mustehkam Cement Limited for Rs. 3,204.9 million.

g) Sale of Pak American Fertilizers for Rs. 15,949.0 million.

h) Sale of Javedan Cement Company Limited for Rs. 4,315.9 million.

i) Sale of Lasbella Textile Mills for Rs. 156.0 million.

J) Sale of 9.5% shares of OGDCL through GDR for Rs. 46,963.0 million.
k) Sale of Lyallpur Chemical and Fertilizers for Rs. 280.2 million.

Privatisation transactions of Pakistan State Oil (PSO), Pakistan Petroleum Limited
(PPL), Roosevelt Hotel-N.Y, Services International Hotel, Lahore, National Investment
Trust Limited (NITL), Jamshoro Power Company (Genco-1) and Hazara Phosphate
Fertilizers Limited have been brought to a very advanced stage and bidding is expected
shortly in many cases. We look forward to another successful year of privatisation.

Way Forward

Our long-term vision focuses on good governance and regulation, while providing an
enabling environment for the generation of investment opportunities in Pakistan.
Economic growth is the most potent tool for fighting poverty as it stimulates
employment, which is imperative to reduce poverty.



We believe that the PC is the standard bearer in the ongoing struggle to revitalize and
restructure Pakistan’s economy. We continue to be committed to our Mission Statement:
Privatisation in an open, fair and transparent manner, for the benefit of the people
of Pakistan, in the right way, to the right people, at the right price.

Privatisation cannot be accomplished in a vacuum without the support of all the
stakeholders including the various Government agencies, departments and organisations
and most importantly the people of Pakistan, without whose continued support and
understanding this process cannot be undertaken successfully.

I would like to acknowledge the cooperation extended by all arms of the Government
and its various agencies and departments and the efforts of the team in the PC in making
the privatisation process a success.

In conclusion, I would like to appreciate the hard work and untiring efforts of our
officers and consultants whose dedication and understanding of privatisation policy and
process contributed towards these remarkable results. | wish all of them continued
success in their respective assignments.

Zahid Hamid
Chairman
December 2006



Our Organisation

Our Mandate

Within the overall Government policy of strengthening the private sector’s role in the
provision of goods and services and with the approval of Cabinet, the Privatisation
Commission (PC) is entrusted privatisation of federal government assets —such as its
shares in banks, industrial units, public utilities, oil, gas and transport companies, and
infrastructure service providers-in an open and transparent manner. In addition to the
sale of shares or assets, it may offer concessions or the right to operate publicly owned
assets.

On September 28, 2000, the Government promulgated the Privatisation Commission
Ordinance 2000, which strengthened the PC’s legal authority as a corporate body for
implementing the government’s privatisation policy. This legal framework increased
PC’s independence and accountability and has provided greater comfort to investors. It
also specified that 90 percent of net privatisation proceeds would be allocated to debt
retirement and 10 percent to poverty alleviation programs. A copy of the Ordinance is
available on PC website http://www.privatisation.gov.pk.

In November 2000, the Ministry of Privatisation was created, to enhance the stature of
privatisation and facilitating transactions. The Chairman of the PC was designated as
Minister for Privatisation, while the Secretary of the PC became the Secretary of the
Ministry of Privatisation. The Ministry has now been renamed as Ministry of
Privatisation and Investment.

The Board of PC

The Board of the PC is headed by the Chairman and comprises nine (9) other regular
members. Eight (8) of the regular members are prominent professionals from the private
sector, all of whom are serving on honorary basis. All the four provinces are represented
on the Board of Privatisation Commission. The two government members include the
Chairman and the Secretary of the Privatisation Commission. In addition, the Secretaries
of the Divisions whose matters come under discussion are invited to attend Board
Meetings. A list of regular members of the Board as at June 30, 2006 is given (Box 1).



Box 1: List of Board Members

*  Resigned with effective from 4" November, 2006.
** Mr. Arif Mansur has been appointed Secretary, Privatisation and Investment w.e.f March 07, 2007
after the demise of Sheikh Ikramullah.



Chairman and Members
of the Board of the Privatisation Commission

LER
Sheikh Ikramullah

Mr. Iftikhar-ul-Haq

Mr. Kamal-ud-din Ahmed

Mr. Zahid Hamid

Mr. Mahmoo

d Nawaz Shah Mr. Farid Rehman
- ? .‘

Mr. Shakiel Z. Lari Pir Saad Ahsanuddin



Team

The Organization Chart of PC is provided overleaf. PC is headed by the Chairman who is
also the Chairman of the Board of the Privatisation Commission. The human resource of
the PC comprises of civil service officers and consultants/ transaction managers and
support staff. As of June 30, 2006, the PC employed 13 civil service officers and 16
consultants. Civil service officers and Consultants make recommendations for decisions
through collective wisdom and submit for approval of the Secretary and the Chairman.
Policy and important decisions related to privatisation transactions require approval of
the Board of the PC, while certain key decisions are made by the Cabinet Committee on
Privatisation (CCOP), for which the Board of the PC makes appropriate
recommendations.

The assignments of the consultants / transactions managers include preparing the terms of
reference and hiring financial advisors, lead mangers and valuators as well as overseeing
and assisting them to ensure timely submission of deliverables, liaising with the relevant
ministry, regulators, and management of the entity being privatised, and advising on
sectoral policies and regulatory frameworks related to privatisation. Consultants/
transaction managers are also providing legal, accounting and other necessary support..

Professional Capabilities

Privatisation, especially of major entities, is a technical and complex activity requiring
inputs from highly qualified and experienced professionals. PC, therefore, employees
professionals from the private sector designated as Consultants/ Transaction Managers
who undertake the privatisation transactions according to PC Ordinance 2000 as well as
modes and procedures. The criteria for appointment of Consultants is strong academic
background, specialised skills and experience in the relevant field like industry, oil & gas,
utilities, banking, minerals & natural resources, economics, commerce, finance,
accounting and law etc. depending upon the nature of the transactions. Consultants
engaged have quality experience in the public / private sector institutions. The
privatisation transactions are being processed by the Consultants / Transaction Managers.
The technical and legal support is provided by relevant consultants.



Organisational Chart
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Cabinet Committee on Privatisation (CCOP)

Created in 1991, the CCOP has operated continuously except for the period September
1998 to February 2000, when a Privatisation Board of Pakistan headed by the Prime
Minister was formulated. Previously, the Committee of the Cabinet was headed by the
Minister for Finance.

As per notification dated 21% September 2004, the Prime Minister re-constituted the
Cabinet Committee on Privatization to be chaired by him. This includes the Ministers for
Commerce, Industries, Production and Special Initiatives, Information Technology and
telecommunications, Labor, Manpower and Overseas Pakistanis, Petroleum and Natural
Resources, Ports and Shipping, Privatisation and Investment, textile and Industry, Water
and Power and Advisor to the Prime Minister n Finance.

In addition 13 high officials would also be invited to attend the meetings of CCOP by
Special Invitation for all items of the agenda. These officials are Deputy Chairman,
Planning Commission, Chairman Board of Investment, Secretaries for Communication
Division, Finance Division, Industries, Production and Special Initiative Division,
Information technology and Telecom Division, Law, Justice and Human Rights Division,
Privatisation Division, Water and Power Division, Board of Investment, and Security and
Exchange Commission of Pakistan.

According to notification No. F.5/1/2000-Com dated February 22, 200, Terms of
Reference of CCOP are:

e To formulate the Privatisation Policy for approval of the Government/Cabinet

e To approve the State Owned Enterprises to be privatised on the recommendation
of the PC or otherwise

e To take policy decisions on inter-ministerial issues relating to the privatisation
process

e To review and monitor the progress of privatisation

e To instruct the PC to submit reports/information/data relating to the privatisation
process or any matter relating thereto

e To take policy decisions on matters pertaining to privatisation, restructuring,
deregulation, regulatory bodies and Privatisation Fund Account

e To approve the Reference Price in respect of the State Owned Enterprises being
privatised

e To approve the successful bidders

e To consider and approve the recommendations of the PC on any matter

e To assign any other task relating to privatisation to the PC.



Role of Council of Common Interests (CCI)

Article 153 of the Constitution provides for a Council of Common Interests (CClI)
comprising the Chief Ministers of the Provinces and an equal number of members from
the Federal Government. The Council which is headed by Prime Minister is exclusively
responsible to the Parliament. It formulates and regulates policies in relation to matter in
Part-11 of the Federal Legislative List as well as the subject of electricity in the
Concurrent Legislative List, in so far as it is in relation to the affairs of the Federation as
provided in Article 154. Decisions of the Council were expressed in terms of opinion of
the majority.

The CCI in its meeting held on 29" May 1997, inter-alia granted ex-post facto approval
to the divestments completed by the Privatisation Commission till that date. It had also
approved a list of organizations proposed to be privatised

The public entities, interests etc, contemplated to be privatized are brought before CCI if
it is so required under the relevant Constitutional Provision.

Our Finances and Accounts

The Finance and Accounts of Privatisation Commission are regulated through
Privatisation Commission Ordinance, 2000. All privatisation proceeds are deposited in a
distinct and separate account called Privatisation Fund Account. The privatisation
transaction related expenditure is drawn from this account and expensed through
Commission Account. Net sale proceeds after meeting privatisation related expenditure
are transferred to Federal Government or the entities entitled to such proceeds.
According to the Privatisation Commission Ordinance the net privatisation proceeds
received by the Federal Government are utilized in the following manner:-

a. Ten percent for poverty alleviation programs.

b. Ninety percent for retirement of Federal Government Debt.

The privatisation related expenses / costs are expensed out of Commission Account
strictly in accordance with the provision of the Ordinance and Privatisation Commission
(Delegation of Powers) Regulations, 2002. The Accounts of Privatisation Commission
are audited annually by the Auditor General of Pakistan. Additionally, accounts are also
audited by a firm of Chartered Accountants.

The financial statements, including the balance sheet, income and expenditure statement

and cash flow statement for the financial year ending June 30, 2006 and the auditor’s
report follow the main body of annual report.
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Highlights for the financial year ending June 30, 2006

During the financial year 2005-06 the Privatisation Commission has successfully
completed seven transactions valuing Rs. 175.788 billion which is four times the value of
transactions completed in the previous year (2004-05). Major transactions completed
during the year include privatisation of 26% B Class share of Pakistan
Telecommunication Corporation Limited (PTCL), 73% shares of Karachi Electricity
Supply Corporation (KESC), 85.29% shares of Mustehkum Cement Limited, Carrier
Telephone Industries, Bolan Textile Mills and Capital Market transaction of United Bank
Limited’s Initial Public Offer. PTCL’s transaction which was finalized at US $ 2,598.690
million is the highest ever transaction carried by Privatisation Commission since its
inception. Against this transaction initial payment of US $ 1,400 million was received
during the year while the balance is recoverable in nine semi annual instalments ending
on September, 2010.

During the year, Rs. 132.00 billion were realized from the current year’s transactions as
well as receivables from the transactions completed during last year (2004-05). Against
this receipt, the Commission has transferred Rs. 97.259 billion to Federal Government for
debt retirement and poverty alleviation programs and Rs. 23.301 billion to other entities
also entitled to such proceeds.

The auditors have reviewed the Financial Statements for the year 2005-06 and have
maintained the outstanding qualification pertaining to inadequate provision against
doubtful receivables. Although, additional provision for doubtful receivables of Rs.
587.813 million has been made in the accounts for the year 2005-06, the auditors have
termed this provision as inadequate maintaining that that the receivables are disputed by
the buyers and there is continued litigation for recovery of the dues. Markup on markup is
a major component of outstanding receivables which is being accrued in light of sale
agreements. The buyers dispute this amount being un-Islamic and against different
circulars of State Bank of Pakistan. The Commission is in the process of resolving this
issue by formulating a policy decision after consultation with different stakeholders in the
government.
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Policy and Objectives

Vision for the Future

Our long-term vision is a government that focuses on good governance and regulation,
while providing an enabling environment for the generation of investment opportunities
in Pakistan to harness the private sector as the engine of growth for the economy.
Economic growth is the most potent tool for fighting poverty as it stimulates
employment, which is necessary to reduce poverty.

We would like to think that the PC is the standard bearer in the ongoing struggle to
revitalize and restructure Pakistan’s economy. We are committed to privatisation in an
open, fair and transparent manner, for the benefit of the people of Pakistan, in the
right way, to the right people, at the right price

The Government's program for transfer of the ownership of public assets is
unambiguously predicated on the principle of reducing its direct participation in
commercial activities. The Government’s role will be limited to the oversight of the
economy and to ensure equity and economic justice. This reinforces the need for
regulation in strategic areas and the design of appropriate policies in order to ensure that
the functioning of the economy is not distorted and that benefit are distributed in an
equitable manner.

The broad features of the privatisation policy are:

e Privatisation emerges as the modern and most vital tool for the developing nations to
move out of the slow growth mode. Privatisation as one of the pillars of the overall
economic reforms agenda of the Government of Pakistan necessitates deregulation
and liberalization of the economy. In this regard, its scope includes all public assets
that can be transferred to or can be managed by the private sector. Furthermore, it is a
comprehensive policy that recognizes the need for regulation, broad-based legislative
support and meticulous framework for the planning.

e The program of privatisation is flexible and not unduly rigid. It is structured and
organized in such a manner that adjustments are made and necessary changes
accommodated in consultation with the stakeholders as privatisation proceeds in order
to ensure successful divestiture of public enterprises to the private sector.

e The privatisation policy is an important feature of the economic liberalization agenda
that will lead to improvement of domestic state enterprises, greater private capital
investment and economic growth.

e The program will enable the Government to liberate itself from micro-management of
the economy and to reduce the government reserves donated to public entities as
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subsidies and reduce fiscal deficit and to draw foreign direct investment to abate level
of un-employment.

The policy aims to provide a vehicle for potential investors to invest in Pakistan
through their participation in the privatisation process. In this respect efforts are
continuously made to harness the resources of the expatriate Pakistani and domestic
private sector investors.

Safeguards are being introduced to achieve broad based ownership and to prevent the
concentration of resources in a few hands, simultaneously promoting privatisation
through competitive bidding.

Regulations are put in place to safeguard the interests of consumers, especially in
respect of affordable price and quality product.

Promulgation and strengthening of regulatory frameworks is being ensured to protect
the genuine interests of the investors, consumers, taxpayers and the Government.

The process of privatisation is constantly reviewed based on experiences to make it
manifestly transparent through codification of procedures and process.

The interests of the employees of enterprises proposed to be privatized are taken care
through enforcement of agreement between Privatisation Commission and All
Pakistan State Enterprises Workers Action Committee (APSEWAC).

Constraints in Implementation

Substantial progress has been made to accelerate the pace of privatization through
overcoming the resistance from vested interests and negative market sentiment with
support from all the past and present government (s). Notwithstanding the above, the
Government is taking further measures to overcome constrains in the implementation of
the privatisation process including:

e Perception issues and lack of understanding about the privatisation process
e Regulatory uncertainty particularly in the utilities and infrastructure sectors
e Litigation from losing parties and occasionally from public

e Continued opposition both overt and covert from the vested interests in the public
sector as well as from other vested interests.

13



Measures to Facilitate the Process

e Rationalization of tariff structures to reflect cost of service
e Overcoming the resistance of vested interest groups with a firm hand

e Strengthening the regulatory framework for telecommunications, power, and oil
& gas, and staffing regulatory agencies with professionals who are supportive of
private participation in these sectors

e Being realistic in the amount of proceeds that can be obtained from the
transactions; in some instances, those opposed to privatisation inflate expectations
of likely proceeds with the intention of raising controversy and undermining the
privatisation process.

e Ensuring that federal investigation teams carry out their work with an open mind
and in a professional manner so as not to demoralize investors and others
involved in the privatisation process so that decisions are taken at different for as
based on sound business practices.

e Developing, structuring and timing capital market transaction in a manner that
broaden deepen and strengthen the capital markets in Pakistan.

e Large number of cases had been filed since 1991 at various for a including Civil
and District Courts, Labour Courts, NIRC, Federal Service Tribunal, Wafaqi
Mohtasib, and High Courts. These were pursued vigorously and generally decided
in favour of PC. However, special mechanism had been laid down vide PC
Ordinance 2000. Accordingly the High Courts are exercising the exclusive
Jurisdiction in privatisation related cases. Consequently, Privatisation
Commission, instead of making representations and defending itself before
various forums, now defend and file case mainly before the High Courts. This has
resulted in reduction in the number of Privatisation related cases also. The
reduction of number of cases has, indeed, made the process of privatisation
smooth and fast.

e Rules and Regulations framed pursuant to Privatisation Commission Ordinance
2000 List is at Table — 1.

14



Revised Rules and Regulations

In pursuance to the directive of the Prime Minister in the Cabinet Committee of
Privatisation (CCOP) meeting held on 30-11-2006 to expedite the process for hiring of
Financial Advisors and in light of Supreme Court Judgement vis-a-vis valuation
techniques in the Pakistan Steel Mills case, the Privatisation Commission is revising
Privatisation Commission (Hiring of Financial Advisors) Regulations 2001 and the
Privatisation Commission (Valuation of Property) Rules 2001. The draft rules have been
referred to the Law, Justice and Human Rights Division for vetting. These rules shall be
notified in January 2007.
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Progress to date
Privatisation transactions from 1991 to FY 2005-06

Privatisation efforts began after the creation of Privatisation Commission on January 22,
1991. Although the PC mandate initially restricted to industrial transactions, by 1993 it
had expanded to Power, Oil & Gas, Transport (aviation, railways, ports and shipping),
Telecommunications and Banking and Insurance.

During January 1991 to June 2006 the Commission completed 158 transactions for
Rs. 353.574 billion.

From 1991 to December 2006 the commission completed 163 transactions for Rs.
421.239 billion as provided under Table Il. The details of these transactions are provided
in annexures.

The Commission during period from July 2006 to December, 2006, has successfully
completed privatization of 5 transactions
amounting to Rs. 67.665 billion. This
includes OGDCL GDR to the foreign
institutions, OGDCL shares to domestic
institutions, sale of Javedan Cement
Limited, Lyallpur Chemical & Fertilizers
and Lasbella Textile Mills. To date,
Government of Pakistan had completed or
approved 163 transactions at gross sale price
of Rs 421.239 billion. The sources of the
proceeds have been shown in the figure 1.

About 78% of the proceeds received were
transferred to the Federal Government, 17%
was returned to legal entities whose shares
were sold, 2.0% was used for restructuring
expenses associated largely with golden
handshakes and rehabilitation, and 2.5%
was used for PC’s privatization-related
expenditures (Figure 2).

While almost all the transactions were settled in local currency, about 68.9% of the proceeds have
been received in foreign exchange from transactions pertaining to 2™ tranche of PTCL vouchers,
Kot Addu Power Plant (KAPCO), Six Oil & Gas Concessions, Habib Credit & Exchange Bank,
United Bank Limited, Habib Bank Limited, KESC, 26% shares of PTCL and OGDCL GDR. The
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table 2 provides the number of transactions privatized and the Annex provides detail of each
transaction.

During the financial year 2005-2006, the Commission has successfully completed 7 transactions,
which includes privatization of 26% B class shares of PTCL, 73% shares of KESC, 85.29% shares
of Mustehkam Cement, PTCL shares in Carrier Telephone Industries, Bolan Textile Mills and
Capital Market transaction of UBL IPO. The total sale price amounts to Rs. 175.788 billion
compared to Rs. 43.044 billion of the year 2004-2005. Against the sale price of PTCL shares
amounting to US$ 2,598.960 million, the initial payment of US$ 1,400 million has been received
upto June 30, 2006 and the balance sale price is recoverable in nine semi-annual instalments upto
September 2010. The first instalment of US$ 133.218 million due in September 2006 has been
received. The Commission has remitted an amount of Rs. 97.259 billion to GOP for debt
retirement and poverty alleviation and paid an amount of Rs. 23.301 billion to DFIl/owners for
their shares sold in 2005-2006

Table 2: Number of privatized transactions

(Rupees in million)
From 1991 to Jun 05|From Jul 05 to Jun 06|From Jul 06 to Dec 06 Amount
SECTOR No. Amount No. Amount No. Amount No.| (Rs.in million)

Banking 7 41,023 7 41,023
Capital Market Transaction| 17 31,103| 1 1,087 1 46,963| 19 79,153
Energy 13 37,319 1 15,860 14 53,179
Telecom 2 30,558| 2 155,500 4 186,058
Automobile 7 1,102 7 1,102
Cement 15 8,655/ 1 3,205| 1 4,316| 17 16,176
Chemical / Fertilizer 21 24,355 2 16,231 23 40,586
Engineering 7 183 7 183
Ghee Mills 22 838 1 8 23 846
Rice / Roti Plants 23 328 23 328
Textile 2 87| 1 128 1 156, 4 371
Newspapers 5 270 5 270
Tourism 4 1,805 4 1,805
Others 6 160 6 160

177,786 175,788 5 66,665163
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Privatisation for the People

Divestment of Shares through Stock Market

The Privatisation Commission Ordinance 2000, inter-alia, mandates the PC to privatise
any state owned entity through public offering of shares through a stock exchange.

In addition to privatisation through strategic sales involving transfer of management
along with a significant equity stake, the PC also undertook an ambitious program of
offering shares to the general public with the aims of passing on the benefits of
privatisation to the common man and broadening and deepening the shareholder base of
entities thereby strengthening and developing the stock markets.

Following this strategy, the PC initially offered 10% shares of National Bank of Pakistan
(NBP) after having it listed on all three stock exchanges. The shares were offered at an
attractive discount to their expected fair market value and received a good response from
the public. The Initial Public Offering (IPO) of NBP shares was followed by two
secondary offerings of 10% and 3.2% shares which were also oversubscribed. The total
amount raised through the divestment of 23.2% shares of NBP was Rs.1.76 billion.

Encouraged by the public response to the NBP share offerings, the PC planned a series of
IPOs and secondary offerings of state owned blue chip companies.

Tables 3 & 4 indicates the Initial Public Offerings (IPOs) and Secondary Public Offering
(POs) undertaken.

Table — 5 IPOs undertaken

Shares offered Proceeds
Name of the Entity realized Offered in
Number Percentage Rs. (million)

National Bank of Pakistan 37,304,000 10% 373.04 | February, 2002
(NBP)
Oil & Gas Development 215,046,000 2.5% with 6,881.48 | November, 2003
Company Limited green shoe
(OGDCL) option of

addl. 2.5%
Pakistan Petroleum Limited 102,875,000 10% with 5,658.12 | July, 2004
(PPL) green shoe

option of

addl. 5%
Kot Addu Power Company 176,050,000 10% with 4,823.95 | February, 2005
Limited (KAPCO) green shoe of

addl. 10%
United Bank Limited (UBL) 51,800,000 10% with 1,093.37 | June, 2005

green shoe

option of

addl. 5%
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Table — 4 POs undertaken

Proceeds
Name of the Entity Shares offered realized Offered in
Number Percentage Rs. (million)

National Bank of Pakistan 37,304,000 10% 783.38 | November, 2002
(NBP)
National Bank of Pakistan 13,131,000 3.2% 604.02 | November, 2003
(NBP)
Sui Southern Gas Company 67,117,000 5% with 1,745.04 | February, 2004
(SSGC) green shoe

option of

addl. 5%
Pakistan International 66,057,500 5.74% 1,328.74 | June, 2004
Airline Company (PIAC)

Divestment of Shares through International Stock Market

The GDR of Oil and Gas Development Company Limited (OGCL), was the first transaction to
go for Global offering which created a new trend in the foreign stock market. Sale of
408,588,000 shares (9.5 % of OGDCL’s share capital) were divested to institutional investors in
December 2006 of which 390,588,000 shares were sold to overseas investors in the form of
39,058,800 Global Depository Shares (GDR) at the rate of US$ 18.90 per GDS and 18,000,000
shares were sold to domestic investors at the rate of Rs. 115 per share. The gross sale proceeds
amounted to US$ 738.211 million and Rs. 2.070 billion, total of which is Rs. 46,963 million.

Table — 5 GDRs undertaken

Proceeds
Name of the Entity Shares offered realized Offered in
Number Percentage Rs. (million)
Oil and Gas Development 408,588,000 9.5% 46,963 | December 2006
Company Limited
(OGDCL)

Setting of New Trends / Record

The IPO of Oil & Gas Development Company Limited (OGDCL), being the first transaction to
follow after NBP, created a new trend in the local stock market and set a number of records. A
record number of 97,570 applications were received which was unprecedented in the history of
local stock exchanges. Another record was the amount of Rs. 28.12 billion received on account
of subscription funds as against the required amount of Rs.6.88 billion. The shares were offered
at a price of Rs.32/- per share which had almost doubled by the time of formal listing thus
benefiting the common investors substantially.

Secondary offering of already listed shares of Sui Southern Gas Company (SSGC) was also

heavily oversubscribed through a record response from 258,089 applicants, 243,116 of which
were for the smallest lot of 1,000 shares. An amount of Rs.13 billion was received against the
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required amount of Rs.1.745 billion for the 10% shares. 67,117 applications were declared
successful through a transparent balloting process.

The secondary offering of 5% shares of Pakistan International Airlines was oversubscribed and
brought in Rs.1.32 billion in sale proceeds.

IPO of Pakistan Petroleum Limited (PPL) was another landmark transaction. This was offered in
minimum lots of 500 shares. An unanticipated response was received from 755,000 small
investors bringing in more than Rs. 21 billion subscription funds against the required amount of
Rs.5.65 billion for the 15% shares. 205,750 applicants were declared successful through
balloting. At the time of its formal listing, the PPL share was trading at close to double the offer
price, thus providing an opportunity to the common investors to earn 100% return on their
investment.

Market capitalization was at the level of Rs.587 billion (approx) in December, 2002. OGDCL
IPO was undertaken in November, 2003 as indicated above for Rs.6.88 billion. It was, however,
listed in January, 2004 when market capitalization was Rs.772 billion (approx). To begin with
OGDCL share traded at Rs.53 (approx) and contributed Rs.228 billion (approx) to market
capitalization. This constituted about 30% increase. Market capitalization was at the level of
Rs.1444 billion on 11™ August, 2004 inclusive of OGDCL and trading price of OGDCL share
was Rs.65.25 (approx) which meant that the OGDCL share alone is now contributing Rs.280
billion (approx) or 24.91 percent to the market capitalization. The formal listing of PPL is
expected to further add Rs.77 billion (approx) to market capitalization.

Other Capital Market Transactions

Prior to the public offerings of shares, the PC undertook the divestment of the residual
government shareholdings in Muslim Commercial Bank (MCB), Pakistan Oilfields Limited
(POL), Attock Refinery Limited (ARL) and DG Khan Cement Company Limited (DGKC).
These divestments were done through sell orders placed with stock exchange brokers using a
process prior-approved by the CCOP. Rs.6.9 billion were realized through this mode of
divestment.

Benefits of Capital Market Transactions

PC’s divestments through the capital markets have played a significant role in the development
of the domestic capital market. The benefits can be summarized as follows:

Q) Significant addition to the number of listed blue-chip companies.
(i)  Considerable increase in market capitalization.

(iii))  Manifold increase in investor awareness and equity investor base.
(iv)  Opportunities for capital gains for the general public.

(v) Improved image of Privatisation Programme among the masses.
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Workers’ Welfare

In order to ensure smooth implementation of privatisation program, an agreement was signed
between Inter-Ministerial Committee appointed by the then Prime Minister and All Pakistan
State Enterprises Workers Action Committee (APSEWAC) in 1991 where by following benefits
of the employees of the units to be privatized were recognised.

Protection of Service for 12 months.

Sale of 10 % shares to the employees at mutually agreed discounted rate.
Payment of Golden Hand Shake to the employees who opt to retire.
Employee’s right of negotiation on the highest bid to buy a unit.

PC has been religiously following the sprit of APSEWAC agreement.

According to the existing policy and the APSEWAC agreement an amount of Rs. 119.598
million was paid to 416 workers of Pak Saudi Fertilizers as GHS in September 2002. This
amount was worked out on the basis of basic salary of each worker. However, in order to give
parity treatment to all the industrial units CCOP approved another amount of Rs. 90.00 million
as an ex-gratia payment to 416 workers in the year 2006. The payment was made to the entitled
employees in September, 2006.

According to APSEWAC agreement, 10 % shares of privatized Industrial units were reserved for
the employees who did not opt for GHS. CCOP has very recently decided that the shares retained
for employees may be given to them after allowing 10 % discount on the Successful Bidder’s
offered price. In view of this during the year 2006, 10% shares were sold/ transferred to 323
employees of Pak American Fertilizers who did not opted for GHS/VSS at a discount of 10% of
the bid price.
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Conferences/ Seminars/ Training/ Workshops etc.

The Privatisation Commission nominated Mr. Akhlag Ahmed Malik, Director General and Mr.
Tahir Parwaz, Director Media to attend a workshop on Privatisation held under the auspices of
ECO Secretariat in Ankara, Turkey from 20-21 December 2006. Mr. Akhlag Ahmed Malik,
Director General made Pakistan’s country Presentation.

The delegates of ECO member states termed Pakistan’s privatisation and investment programme
attractive for investment. They also lauded the achievements made by Pakistan on the economic
front under the leadership of President General Pervez Musharraf and Prime Minister Mr.
Shaukat Aziz.

Training arranged in Pakistan

The Government of Pakistan has formulated a policy of mandatory training for the officers of
occupational groups in B-17 to B-19 to enable them to upgrade their skills and help them in
advancement of their career. In order to create awareness amongst officers in B-17 to B-19 about
the privatisation process and programme so that they support the Government’s Privatisation
Policy, Privatisation Commission considered it desirable that short training courses on
privatisation related issues such as benefits of privatisation, aims and objectives of privatisation,
privatisation process, privatisation perspective, bottlenecks in privatisation etc. be initiated.

Accordingly, following short training courses on privatisation were arranged through
Establishment Division and Secretariat Training Institute, Islamabad:-

S. No. Course Title Duration
1. 06 Days Privatization and Investment Policy Course for BS-17 07-08-2006
Officers of OMG to
12-08-02006
2. 06 Days Privatization & Investment Policy Course for BS-18 18-09-2006
Officers of the Secretariat Group/APUG to
23-09-2006

Officers and Consultants of the PC delivered lectures and Privatisation related material was also
distributed amongst the participants of the above courses.
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First Meeting of Heads of Privatisation Administration of ECO
Countries

Mr. Salim Gul, Secretary, PC and Mr. Abdul Hafiz Mirza, Director General, PC participated in the
First Meeting of the Heads of Privatisation Administration of ECO Member Countries held in Iran
from 3 — 6 July, 2004 (Experts Group Meeting from 3 — 4 July, 2004 and Meeting of the Heads of
Privatisation Administration on 5™ July, 2004). Other representatives attending the meeting were
from Transitional Islamic State of Afghanistan, Republic of Azerbaijan, Islamic Republic of Iran,
Republic of Kazakhstan, Kyrgyz Republic, Islamic Republic of Pakistan, Republic of Turkey,
Turkmenistan, Republic of Uzbekistan, ECO Secretariat, United Nations Industrial Development
Organization (UNIDO), United Nations Educational, Scientific and Cultural Organization
(UNESCO), Food & Agriculture Organization of the UN (FAO) and Gesellschaft Technische
Zusammenarbeit (GTZ) (as special guest).

Country and Subject Presentations were made. Salient features of Pakistan’s Presentation made in the
Experts Group Meeting, inter-alia, included the privatisation in South Asia, definition of
privatisation, reasons for privatisation, background of privatisation, opportunities, features of
privatisation policy, achievements of the objectives of privatisation policy, history of privatisation,
main rules/regulations framed pursuant to Privatisation Commission Ordinance 2000, institutional
arrangements, privatisation process, major transactions completed and list of upcoming transactions.

A Statement by the Secretary, PC was made in the Meeting of Heads of Privatisation Administration.
The Statement, inter-alia, highlighted the priority attached by the Government of Pakistan to its
privatisation programme for restructuring and revalitization of the national economy, growth of
public sector in 1960s and 1970s, embarking upon the privatisation in 1991, the main goals of
Pakistan’s Privatisation Programme, Progress of Privatisation Programme, Divestment of
Government shareholding in number of units through Initial Public Offering and Secondary Public
Offering by means of Stock Exchange, package offered to the workers of privatised units as Golden
Hand Shake, availability of tremendous opportunities in the programme etc.

The meeting approved the Future Action Plan. The plan has been received through Ministry of
Foreign Affairs and is being processed. It is to be approved by the next ECO meeting at Ministerial
level.

Pakistan had offered to host the second meetings of ECO Heads of Privatisation Administration in
April 2006. However, due to lack of quorum the meeting was postponed. The summit meeting of
Heads of Privatisation Administration of ECO Member States has been rescheduled and now it will
be held on April 10-12 2007 at Islamabad ECO Secretariat had circulated the proposal to the Member
States. The proposed meeting will provide an opportunity to attract attention towards Pakistan’s
Privatisation Programme. In addition, Pakistan can offer assistance in this field to other Member
Countries.
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Professional Expertise Offered

PC has developed professional expertise in privatisation of State Owned Enterprises and in
promulgation of privatisation laws and formulating rules/regulation/procedures etc.

Pakistan had offered its assistance and expertise in this field to various OIC and ECO member
countries through Joint Ministerial Commissions or other forums in consultation with the
Economic Affairs Division and Ministry of Foreign Affairs. These include Republic of
Azerbaijan, State of Bahrain, Republic of Kazakhstan, State of Kuwait, Kyrgyz Republic,
Kingdom of Saudi Arabia, Republic Turkey and Republic of Yemen and Bangladesh. In
September, 2002 Azerbaijan had agreed to consider the offer. As a follow up action, copies of PC
Ordinance 2000, relevant rules and regulation have been provided to the Ministry of Foreign
Affairs for onward transmission to Government of Azerbaijan.
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Privatisation Process

The privatisation process, which is aimed at selling government property in an open and
transparent manner with a view to obtaining the best possible price, varies somewhat depending
on the nature of the asset being privatised, on the proportion of shares being offered for
privatisation, and on whether a transfer of management is involved. The Board of the PC
decides what kind of process will be followed. Following are typical steps in the privatisation
process of a major unit:

Cabinet / CCOP approval

Financial Advisor (FA) hired, if required.
Appointment of valuator, if FA is not hired.

Due diligence

Privatisation strategy

Needed restructuring, sectoral / regulatory reforms
Expressions of Interest (EOI)

Screening - Statement of Qualification (SOQ)
Pre-qualification

Due diligence by potential buyers

Valuation approved by PC Board and CCOP
Pre-bid conference (s)

Bidding process approval by Board and CCOP
Open bidding: media invited to observe

Board and CCOP approve price and bidder

Letter of Acceptance to successful bidder

Payment process

Share Purchase Agreement / Asset Sale Agreement
Management transfer and closure after 100% receipt of payment

A brief description of some of the steps common to major transactions is given below:
Identification

The first step is the identification of the entity or list of entities to be privatised. In a typical
transaction, the PC, in consultation with the relevant ministry, submits a Summary of the
proposed transaction to its Board. The Summary justifies the need for privatising the property,
outlines the likely mode of privatisation, and sometimes seeks guidance on issues relating to
such matters as pricing, restructuring, legal considerations, and the regulatory framework. Once
endorsed by the Board, it is submitted to the Cabinet or its subcommittee, the Cabinet Committee
on Privatisation, for approval.
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Hiring of a Financial Advisor

In major transactions, the process to hire a financial advisor is carried out by the transaction
manager with the approval of the Board. Terms of reference for the FA are finalized,
expressions of interest from prospective FAs are solicited, an evaluation team is constituted, and
short listed firms are invited to submit technical and financial proposals in a common format.
The evaluation team scores the technical proposals and the highest ranked firm based on both
technical and financial scores is invited for contract negotiations and signing. In November 2001,
the Board approved regulations for hiring a financial advisor in order to make more transparent
the procedures that were largely being followed over the last decade. A copy of these
regulations can be obtained from the PC website at http://www.privatisation.gov.pk.

Hiring of VValuers
In other transactions a Valuator is hired according to the Hiring of Valuers, Regulations, 2001.

Note: The regulations for hiring of a Financial Advisor and Valuers are under amendment for clarification
purposes.

Due Diligence

The next step is to carry out the legal, technical, and financial due diligence for presentation to
the bidders. This is aimed at identifying any legal encumbrances, evaluating the condition of the
assets, and examining the accounts of the company in order to place a value on the company. For
most industrial units and some small transactions, this is done using in-house transaction
managers and staff, or by sub-contracting out part of the work to a domestic legal, technical, or
chartered accounting firm. However, for major privatisations in banking, infrastructure, or
utilities, the FA carries out this function. Following due diligence, the FA finalizes the
privatisation plan. This may include recommendations on any needed restructuring, in addition
to specifying the amount of shares or assets to be privatised. For industrial sector privatisations it
is customary to offer 90% shares and reserve 10% shares for the employees who do not opt for
GHS/VSS. Shares not purchased by employees are offered to the Successful Bidder at the price
of his offering. For major privatisations or when the proposed privatisation mode is different
from the initial plan, the plan is then submitted to the Board, the CCOP, or the full Cabinet for
approval.

Enacting any Needed Regulatory and Sectoral Reforms

For many major transactions, the ability to privatise and the amount of proceeds realizable
depend critically on the level of regulated prices for the public enterprise’s inputs or outputs and
other sectoral or regulatory policies. For many monopolies or quasi-monopolies, the “rules of
the game” specifying the competition framework post-privatisation, the manner and type of
regulation, and the institutions regulating them are key to investor interest. In addition to rules
determining prices or tariffs, there may be rules determining standards, penalties for non-
compliance, the extent, form and timing of any proposed deregulation, and the evolving structure
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of the market following liberalization. Clarification of these rules and passage of needed laws
and regulations will often be necessary before taking the transaction to market.

Valuation of Property

In order to obtain an independent assessment of the value of the property being privatised, the
Commission relies primarily on external firms. The Financial Advisor, where engaged, carries
out the valuation to obtain a “reference price” for the property. In other cases, the Commission
contracts with an external valuation firm or accounting firm as specified in the rules on the
valuation of property, which can be obtained from the PC website. The methods used for the
valuation vary with the type of business and often more than one method is used in determining
the value. These include the discounted cash flow method, asset valuation at book or market
value, and stock market valuation. Despite using scientific methods, valuation remains more an
art than a science. The true value is dependent on many difficult and depends upon variables
such as country risk, corporate psychology and strategy, investor specific synergies and
perceptions of future macroeconomic performance. Only the market can determine the true
value. Therefore it is important to focus on designing appropriate transaction structures, on
advertising in relevant media, in choosing and implementing appropriate pre-qualification
criteria for bidders, and in following an appropriate bidding process to obtain a fair price for the
privatisation.

Pre-bid and Bid Process

Expressions of Interest (EOI) are invited by advertising in the relevant media. The PC
Ordinance 2000 spells out some of the advertising procedures. Depending on the kind of
transaction, the EOI describes the broad qualifications that potential bidders must possess.
Those submitting an EOI are provide with Request for Statement of Qualification (RSOQ)
document which is evaluated to determine whether an interested party meets the requisite
qualifications on the basis of Statement of Qualification (SOQ) submitted by interested parties.
The pre-qualified parties are then provide with the instructions to bidders, draft sale agreement,
and other relevant documents.

Pre-qualified bidders are then given a specified period to conduct their own due diligence,
following which they are invited to pre-bid meeting(s) where their questions and concerns can be
addressed. The meetings are useful in determining the bidding procedure to be followed and
could in some cases determine the proportion of shares that the Government may want to
offload. The bidding itself is done openly, with all bidders and media invited.
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Post-bid Matters

Following bidding and identification of the highest bidder, the Board of the PC makes a
recommendation to the CCOP as to whether or not to accept the bid. The reference price is a
major determinant in the recommendation, although the Board may recommend the sale even if
the offer price is below the reference price. Once the bid price and bidder are approved, the PC
issues a letter of acceptance (LOA) to the successful bidder, indicating the terms and conditions
of the payment. Once sale proceeds have been collected, on the same day or immediately
thereafter PC executes the share purchase agreement or asset sale agreement (ASA), and
transfers the property to the successful bidder. Under PC’s current policy, privatisation proceeds
are generally required to be paid upfront rather than over time, however, transaction specific
exceptions are possible as had been the case for many earlier transactions. Within 30 days of the
sale, the PC is required to publish the summary details of the transaction in the official gazette.

In summary, the privatisation process is lengthy for major transactions, mainly to assure
transparency in the process. After receiving CCOP approval for the privatisation, it typically
takes about 18 months to close a major transaction, even when no major restructuring of the
company is required. This includes about six or seven months to appoint a Financial Advisor
and another three or four months for the FA to complete its legal, technical and financial due
diligence and to propose a privatisation strategy. Following approval of the strategy, the
marketing and bidding process may take five or six months (valuation efforts proceed in
parallel), while it may take another two months after bidding to obtain approvals, finalize sale
documents, and close the transaction. Delays in privatisation are often caused by waiting for the
necessary regulatory framework and sectoral policies to be put in place and for any needed
restructuring to occur. In addition, resolution of transactional and inter-ministerial issues often
results in causing delays in the bidding process. In some cases the delay is caused as the property
IS not in the same name as the company.
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Way Forward

Privatisation is an important economic reform policy tool for generating growth and to erase
structural inefficiencies by removing false barriers and opening up the economy to competition.
The Privatisation program is part of the economic and structural reforms agenda of the
Government that along with deregulation and good governance seeks to enhance the growth and
productivity of Pakistan’s economy by harnessing the private sector as its engine of growth. It
takes an integrated approach towards enhancing the private sector’s role and goes beyond just a
transfer of public assets to the private sector by identifying the linkages and role of regulation,
good governance, market competition in fostering conditions that provide incentives for the
private sector to invest in providing goods and services efficiently.

Privatisation is challenging given the complexity and breadth of the issues and touches all
aspects of economic activity and economic policymaking. For the first time Pakistan has
continuity in terms of policy and process and while the struggle against anti privatisation forces
continues, a more conducive enabling environment now exists. Our focus now is on
consolidating and building upon the successful reform process and opening more avenues for
investments in the country.

Privatisation Commission is also looking forward to making the privatisation process more
participatory by encouraging the public to “own” the process through the capital market via
Initial Public Offerings and Public Offerings. Along with enhancing a sense of ownership of the
privatisation programme amongst the people, it broadens, deepens and strengthens the capital
markets and introduces corporate governance to many public sector enterprises, thus accelerating
the process of restructuring and preparing the units for strategic sales.

In view of overwhelming success of the “Privatisation for the People’s Programme” by
divestment of shares of NBP, OGDCL, SSGCL and PPL, Privatisation Commission is looking
forward to execute similar divestments by means of IPO in respect of KAPCO, UBL and other
entities.

Restructuring & Revitalization of Units

PC has been also instrumental in the restructuring and revitalization of various units and
liquidation of non-viable and sick units in order to curtail losses and stop financial
haemorrhaging in the public sector. Similarly other units identified as non-privatisable for
various reasons were excluded from the privatisation programme from time to time

The privatisation process is expected to continue to play an important part in further stimulating
the economic development through increased capital formation, widespread ownership of the
privatised assets and reduction in the burden of subsidies. Direct participation of the Government
in commercial activities needs to be progressively reduced. In this regard the Government should
focus on two broad areas. First, building up a stable governance and environment that
encourages investment but, at the same time, safeguards the public interest through a regulatory
framework in case of key areas such as power, telecommunication, oil & gas and transport
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sectors. Second, helping to create a suitable physical and technological infrastructure required for
the unhindered economic development of our rapidly growing society.

The current privatisation programme includes many attractive opportunities in the finance, oil
and gas, telecommunications, power, and industry sectors. Participation in the Privatisation
programme in Pakistan not only provides an immediate access to the investors to reap the
benefits of Pakistan’s vibrant and growing economy but also gives them a sound basis for
exploring and developing new avenues for growth within the country and the region and at the
same time enables them to play a vital role in the economic development of the country.

Opportunities

The current privatisation programme includes transactions in the banking and finance, oil and
gas, power, and industry sectors. However, the privatisation agenda is much broader. The
Government is committed to privatising all its distribution companies and all its thermal
generation plants in the electricity sector. Work for this purpose is nearing maturity with the
distribution companies to be brought to the point of sale. Eventually a competitive market for
power is envisaged. In some areas, such as the national flagship airline, PIA and Pakistan
Railways, the Government strategy is to turn around the companies before considering the
privatisation option. Similarly, the privatisation of airports, seaports, insurance companies, and
shipping have all been studied or proposed at some point. There are other sectors where many
such possibilities exist such as roads, water distribution and sewerage etc.

In short the potential privatisation agenda is large. Successful implementation of the existing
agenda is key to ensuring further progress in privatisation in order to strengthen public finances
and enhance the quantity and quality of Pakistan’s goods and services. An updated list of active
transactions can be obtained from the PC website: http://www.privatisation.gov.pk.

Identifications of Additional Units in the Privatisation Programme

The Board of Privatisation Commission had reviewed the progress of on-going privatisation
process and noted that several transactions were approved by the Council of Common Interests
(CCI) for privatisation but little progress for their privatisation has so far been made. The Board
emphasized to carry out scrutiny of the approved list for identification of entities/ organizations
that could be included in the Privatisation programme and those which are not privatiseable for
one reason or other. A Future Portfolio Committee headed by the Minister/ Chairman with Mr.
Iftikhar-ul-Haqg and Pir Saad Ahsanuddin, members of PC Board as its members has initiated an
exercise to review the public sector units/ enterprises currently not included in the Privatisation
Programme to formulate recommendations to process new transactions from the approved list of
Committee of Common Interests (CCI).

(a) Units/enterprises which have ceased to be operative /dissolved/their assets disposed
off/liquidated or under process of liquidation/winding up.
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(b) Entities under process of
Ministries/Divisions/Corporation etc.

restructuring by the

(c) Units/enterprises not considered privatizeable for various reasons.
(d) Units/enterprises not to be privatized for strategic reasons.

(e) Additional units to be privatized.

The exercise is likely to be completed during i.e. 2006-07.

Table 6 - List of upcoming transactions.

respective

Serial Name of State Owned Entities / Transactions | Privatisation Estimated /
No. Expected, Remarks etc.
1 Pakistan State Oil (PSO) 4™ Quarter 2006-07

2 Roosevelt Hotel - NY 4™ Quarter 2006-07

3 Habib Bank Limited — IPO 4™ Quarter 2006-07

4 Services International Hotel 4™ Quarter 2006-07

5 National Investment Trust Limited 4™ Quarter 2006-07

6 Jamshoro Power Company Limited (JPC) 4™ Quarter 2006-07

7 Tomato Paste Plant 4™ Quarter 2006-07

8 National Power Construction Company 4" Quarter 2006-07

(NPCC)

9 Hazara Phosphate Fertilizers Limited 4™ Quarter 2006-07

10 State Life Insurance Corporation — IPO 4™ Quarter 2006-07

11 United Bank Limited - GDR 1% Quarter 2007-08

12 Kot Addu Power Company — GDR 1* Quarter 2007-08

13 Pakistan Petroleum Limited (PPL) 1* Quarter 2007-08
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14 (Ssml\;:zl)and Medium Enterprise Bank Limited It Quarter 2007-08
15 Heavy Electrical Complex (HEC) 1% Quarter 2007-08
6 Pakistan Tourism Development Corp. (PTDC) 2" Quarter 2007-08
— Motel and Restaurants
17 Pakistan Engineering Company Limited 2" Quarter 2007-08
18 Faisalabad Electric Supply Company (FESCO) 1% Quarter 2007-08
19 Habib Bank Limited - GDR 2" Quarter 2007-08
20 United Bank Limited — SPO 2" Quarter 2007-08
21 National Bank of Pakistan —- GDR 2" Quarter 2007-08
22 Pak-Arab Refinery Company (PARCO) - IPO 2" Quarter 2007-08
23 Sindh Engineering Limited 2" Quarter 2007-08
24 EP“C?SE)Q Corporation of Pakistan Limited 2" Quarter 2007-08
25 Peshawar Electric Supply Company (PESCO) 2" Quarter 2007-08
26 Sui Northern Gas Pipelines Limited (SNGPL) 3" Quarter 2007-08
27 Sui Southern Gas Company Limited (SSGC) 3" Quarter 2007-08
28 Pakistan Mineral Development Corporation 3" Quarter 2007-08
(PMDC) - Salt and Coal Mines
29 Pakistan Steel Mills Corp. (PSMC) - IPO 3" Quarter 2007-08
30 Morafco Industries 4™ Quarter 2007-08
31 Strategic Sale of OGDCL 4™ Quarter 2007-08
32 Pakistan Machine Tool Factory 4 Quarter 2007-08
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Frequently Asked Questions

1. The public at large considers that the government assets are sold at
throw away prices. Would you explain?

Each transaction undergoes valuation of the assets. For valuation of large enterprises,
financial advisors (FAs) perform the valuation exercise while the valuers which are
chartered accountants carry out this exercise for the other transaction. Following four (4)
methodologies are used in valuation of public sector enterprises:

a. Discounted Cash Flow (DCF) method

b. Balance Sheet method

C. Transaction Multiple method

d. Asset Valuation method

It is to clarify that the first three are business valuation methodologies generally used for
valuation of a going concern. The Asset Valuation method is relevant only for valuation
of assets in case of liquidation of company.

After the valuation exercise is complete, a presentation is made to the Board of
Privatisation Commission which recommends minimum acceptable price for the
consideration of the Cabinet Committee on Privatisation (CCOP) where the relevant
ministry is also represented. It has now been decided to involve the corporation or the
unit under privatisation in the exercise of considering the valuation.

2. In some cases the valuation of the land alone may be more than the
valuation of the company. Why this is so?

This is a matter of perception only. It is not so. Any business has two kinds of assets —
core assets that are part of the business and non-core assets that are not directly utilized as
part of core operation and hence can be treated surplus assets. The asset valuation of core
assets is reflected in the cash flow of the companies and are therefore not added
separately to the value. The non-core assets are not reflected in the cash flows therefore
valuation of the non-core assets is done separately and added to the DCF method. This
methodology of adding non-core assets value has been followed in some transactions.

3. How do the bidders value the assets being privatised?

Each bidder hires a financial advisor or a firm of Chartered Accountants as valuers to
provide insight to the valuation which includes technical, legal and human resource
matters. The exercise carried out by them is similar, rather more stringent as they would
not like to pay any additional price. However, they have to include goodwill which is
reflected through the competitive bidding process. The bidders account for the past
dividends paid by the company, technical condition of the plant and machinery and any
replacements necessary and the litigation cases which may become their liability.
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4. How the pre-qualification of the bidders is carried out?

All the bidders filing Expression of Interest are sent request for Statement of
Qualification documents which specifies the criteria for pre-qualification as well as
disqualification. A transaction committee comprising of representation from PC Board,
relevant Director General, Ministry concerned, representative from Ministry of Finance
and the corporation / company concerned reviews the credentials of the bidders for pre-
qualification. Credit Worthiness Report is also obtained from State Bank of Pakistan. Net
worth is determined and compared with the required figure from either the audited
accounts of the company for the past three years in case of companies and bank
statements from the individual or consortium of investors.

5. Itis alleged that some transactions are completed in haste?

The transaction time can be shortened only if all the relevant agencies cooperate timely
and there are no re-structuring involved or issuing hindering privatisation process.
However, in all cases the procedure is not short circuited under any circumstances.
Generally simpler transactions take approximately 8-9 months in privatisation and
handing over to the successful bidder.

6. How do the pre-qualified bidders form consortia and is it acceptable
according to the procedure?

The pre-qualified parties can form consortiums prior to the bidding and submission of the
Earnest Money. In case of foreign entities, this is also permissible but they have to obtain
certification of the Pakistan embassy in the county concerned.

In case any pre-qualified party intends to form consortium, it can do so with at-least one
month notice to the Privatisation Commission but prior to the bidding.

7. Various governments have made privatisation the cornerstone of their
economic programme and announced the planned privatisation of many
major units. Yet, why is the pace of privatisation so slow and why have
so few major privatisations been done?

Privatisation is one of the three pillars to boost the economy of the developing countries,
the other two being de-regularization and liberalization. These three pillars are inter-
linked to each other. However, major units such as utilities require a stable and attractive
investment climate; appropriate pricing policies, and adequate regulatory frameworks. It
also requires support from the relevant ministry, the relevant regulator, and the
management of the entity being privatized which require adequate time. To overcome
these factors, Privatisation Commission have taken several measures to improve the
enabling environment and enhance transparency.
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8. Privatisations have often been followed by employee layoffs. Does this
not exacerbate the serious unemployment problem in Pakistan?

The privatisation program as a whole, require injecting new investment, introducing
better ~management, introducing or improving the technology, improving
competitiveness, and thus leaving more funds with the company. This in turn, is likely to
result in increased employment opportunities.

While some privatisations will generate net employment as a result of expanding
production or services, employment in many privatised entities may decrease after
privatisation. This is because state owned enterprises often have many more employees
than needed for efficient operation of the company. This implies that either taxpayers end
up subsidizing their salaries or consumers pay for it through higher prices.

The laid-off workers are given generous severance packages that can be used to start
business or obtain training to help them prepare for a new job.

9. How do we know that the private sector will be any more efficient than
the public sector? After all, private companies also go bankrupt and at
times close down. Further corruption is not limited to the public sector?

Worldwide experience has demonstrated private companies to be more efficient than
public ones. Liberal incentives coupled with accountability in the private sector result in
greater efficiency. However, even with improved efficiency some private companies will
go bankrupt while some private managers may also be corrupt. The big difference is that
the loss is borne mainly by its private shareholders, rather than by the taxpayers.

10.The PC seems quite confident of achieving the objectives of
privatisation. What if they are not achieved? Who will be held
responsible and accountable?

A better question to ask is who is responsible if the public sector entity is not privatised?
Who is accountable for delaying the privatisation of UBL as it required Rs 21 billion
equity injection in 1998 and an additional Rs 8 billion in 2002? Who is responsible for
delaying the privatisation of PTCL as its value today is roughly one-quarter of what it
once was, while its services and coverage during this period were inadequate? Who is
responsible for picking up losses of WAPDA or KESC and for putting up with power
shutdowns that hamper businesses and Industrial Activity and cause huge hardships to
households? While actions leading to privatisation are questioned, the costs associated
with inaction in privatisation matters or decisions not to privatise are often enormous. It
is rather unfortunate that such inactions / indecisions are rarely challenged or questioned.
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11.PC should concentrate on selling units causing losses (about 100 billion
annually) but focus seems to be on disposal of profitable units like
PTCL, PSO, OGDCL etc. Why is it so and how will you justify it?

Our long-term vision is a government that focuses on good governance and regulation,
while fostering conditions that provide incentives for the private sector to invest in
providing goods and services efficiently. Direct participation of the Government in
commercial activities should progressively be reduced. In this regard the Government
should focus on two broad areas. First, good governance and creating an environment
that encourages investment while at the same time, safeguards the public interest through
an effective regulatory framework especially in key areas such as power,
telecommunication, oil & gas and transport sectors. Second, helping to create an adequate
physical and technological infrastructure required for the speedy economic development
of Pakistan’s rapidly growing population. Accordingly, privatisation is a matter of
principled ideology rather than a matter of expediency.

The Government does not differentiate between specific transactions as loss making or
profit making when mapping its privatisation program. Notwithstanding the above, it is
also wrong to say that the Privatisation Program is focused on profitable units and not
loss making units. There are many units like Karachi Electric Supply Company, which
were loss making and dependent upon Government’s subsidies and assistance for their
continued survival.

Also while some of the companies on the privatisation program may be currently
profitable, this is not surprising given that they are operating in a monopoly environment
and /or in an era of attractive prices. In fact, some of these companies have failed to
provide services demanded by consumers at reasonable cost and failed to live up to their
potential in terms of the level of production and profits. Privatisation, when accompanied
by the transfer of management control and prudent regulation, can change this scenario. It
can overcome constraints brought about by bureaucratic and political interference. It can
provide an impetus to deregulation and competition, reduce cross-subsidies, bring in new
management and capital, and facilitate the introduction of new technology. It can also
strengthen availability of public finances by reducing losses and enhancing taxes from
increased profits.

Privatisation would also send a strong signal to investors of the Government’s faith in the
private sector to generate economic growth and productive employment. International
investors, in particular, view Privatisation as a principal proxy of the seriousness of a
government's reform program. An improved business climate would bring in new
investment, potentially reversing the capital flight that has occurred in recent years.

Efficient enterprises providing enhanced quality and quantity of goods and services,

safeguard the security and national interests of the country more effectively than
inefficient and loss-making public enterprises.
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12.What is the rationale for the privatisation program of the Government?

Our long-term vision is a government that focuses on good governance and regulation,
while fostering conditions that provide incentives for the private sector to invest in
providing goods and services efficiently. This would generate employment, which is
necessary to reduce poverty. In short, the Government believes that it has no business
being in business. The Privatisation Commission helps to put business into the right
hands while freeing the Government to focus on such matters as ensuring law and order
and making sure that the enabling framework is conducive to investment while being fair
to consumers and the taxpayers.

The privatisation program is expected to continue to play an important part in further
stimulating the economic development through increased capital formation, widespread
ownership of the privatised assets and reduction in the burden of subsidies. Direct
participation of the Government in commercial activities should thus be progressively
reduced.

The Government’s primary focus should be to provide good governance and building an
enabling environment for investments and economic growth. In this regard, the
Government should focus on providing a level playing field to all investors; ensure
continuity and consistency of policy and establishment of the requisite fiscal, regulatory
framework to protect the investor and consumer interests.

13.Why the privatisation for major entities takes long time?

Privatization is a complex and demanding reform, and every stage requires utmost
transparency and high level of managerial, financial and technical expertise. Furthermore,
the Privatisation process is dependent upon a lot of external factors such as a stable
regional situation, international market trends and investor interests.

The focus of the Privatisation program in Pakistan has shifted from the Privatisation of
the more straightforward industrial transactions to those involving the transfer of
management control in services such as banking, transport, and utilities. These require
sensitive decisions on pricing, restructuring and rightsizing. As such a lot of preparatory
work needs to be done in the form of improving the enabling environment and
establishing and strengthening regulatory framework.

While it is the endeavour of the Privatisation Commission to shorten the time of
Privatisation process, it has to ensure that all national and strategic interests are protected
before the Privatisation. These interests will not be sacrificed for the sake of mere
expediency.
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14.Do you think the political environment of the country and regional
situation is conducive for the Privatisation?

Privatisation is part of the economic reform process of the Government. As such there
should be a continuity and consistency in the program. The process is dynamic and
flexible and can cater for any exigencies as demonstrated in the recent past. The recent
performance of the stock market and the improvement of the fiscal and monetary position
of the Government auger well for the success of the Privatisation process.

15.Does the presence of strong Opposition in the Parliament mean that
Privatisation would have face additional bottlenecks/ difficulties?

Remarkably, each of the governments in power since 1988 has made privatisation the
cornerstone of their economic program. Privatisation is very much a home grown
program developed in response to the dismal performance of public enterprises.

It should be remembered that privatisation was and continues to remain an important part

of the economic reform process followed by successive governments. It is expected that
this process would continue to enjoy support from all sides of the political spectrum.

16.What specific measures are required to boost investor’s confidence in
Pakistan?

Continuity and consistency of policies, development of an enabling environment for the
investors and a demonstrable government commitment to ensure reform.
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Annexure: Proceeds From Privatisation Transactions

From 1991 to June 2006

Rs (in million)

Sr. No Unit Name Sale Price Date of Buyer Name
Transfer
Banking and Finance
Bank
1 |Allied Bank Limited (51%) 971.6 Feb-91 EMG
2 |Muslim Commercial Bank (75%) 2,420.0 Apr-91 National Group
3 |Bankers Equity Ltd. (51%) 618.7 Jun-96 LTV Group
4  |Habib Credit & Exchange (70 %) 1,633.9 Jul-97 Sh. Nahyan bin Mubarik Al-Nahyan
Consortium of Bestway & Abu
5 |United Bank Ltd. (51%) 12,350.0 Oct-02 Dhabi Group
6 |Bank Alfalah 620.0 Dec-02 Abu Dhabi Group
Agha Khan Fund for Economic
7 [51% GOP stake in HBL 22,409.0 Dec-03 Development
Total 41,023.2
Capital Market Transaction
8 [Muslim Commercial Bank (6.8%) 563.2 Jan-01 MCB Employees-PF & Pension-F
9 |Muslim Commercial Bank (4.4%) 364.0 Nov-01 MCB Employees-PF & Pension-F
10 |NBP (37.3 million shares) 373.0 Feb-02 Listing/Public Offer
11 |Muslim Commercial Bank (CDC) 664.0 Oct-02 General Public Thru Stock Exchange
12 |Pakistan Oil Fields Limited shares (CDC) 5,138.0 Oct-02 General Public Thru Stock Exchange
13 |Attock Refinery Limited shares (CDC) 1,039.0 Jan-03 General Public Thru Stock Exchange
14 |ICP Lot- A 175.0 Sep-02 ABAMCO
15 |ICP Lot-B 303.0 Oct-02 PICIC
16 |ICP - SEMF 787.0 Apr-03 PICIC
17 |National Bank of Pakistan 10% 782.0 Nov-02 General Public Thru Stock Exchange
18 |DG Khan Cement shares (CDC) 63.0 Dec-02 General Public Thru Stock Exchange
19 |National Bank of Pakistan 3.2% 604.0 Nov-03 General Public Thru Stock Exchange
20 |Sale of 5% shares of OGDCL thru IPO 6,851.0 Nov-03 General Public Thru Stock Exchange
Sale of 10% shares of SSGC thru secondary
21 |offering 1,734.0 Feb-04 General Public Thru Stock Exchange
Sale of 5.8% shares of PIA thru secondary
22 |offering 1,215.1 Jul-04 General Public Thru Stock Exchange
23 |Sale of 15% shares of PPL thru IPO 5,632.6 Jul-04 General Public Thru Stock Exchange
24 |Sale of 20% shares of KAPCO thru IPO 4,814.8 Apr-05 General Public Thru Stock Exchange
25 |UBL IPO (4.2%) 1,087.2 Aug-05 General Public Thru Stock Exchange
Total 32,189.9
Total Banking & Finance: 73,213.1
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Sr. No|Unite Name Sale Price Date of Buyer Name
transfer
Energy Sector
26 [Mari Gas (20%) 102.4 Apr-94 Mari Gas Company Ltd.
27 |Kot Addu Power Company (26%) 6,707.6 Jun-96 National Power
28 |Kot Addu Power Company (10%) 2,370.7 Nov-96 National Power
29 Kot Addu (Escrow A/c) 1,033.0 Apr-02 National Power
30 |[SSGC LPG business 369.0 Aug-00 Caltex Oil Pak.(Pvt) Ltd.
31 [SNGPL LPG business 142.0 Oct-01 Shell Gas LPG Pakistan
32 |Badin Il (Revised) 516.1 Jun-02 BP Pakistan & Occidental Pakistan
33 |Adhi 681.4 May-02 Pakistan Oil Field
34 |Dhurnal 230.7 May-02 Western Acquisition
35 |Ratana 32.0 May-02 Western Acquisition
36 [Badin | 8,599.1 Jun-02 BP Pakistan & Occidental Pakistan
37 |Turkwal 120.3 Jun-02 Attock Oil Company
38 [NRL (51% GOP shares) 16,415 May-05 Consortium of Attock Refinery Ltd.
39 |KESC 15,859.7 Nov-05 Hassan Associates
Total 53,179.0
Telecommunications
40 |PTCL (2%) 3,032.5 Aug-94 General Public Thru Stock Exchange
41 |PTCL (10%) 27,525.9 Sep-94 Through DR form
42 |26% (1.326 billion) B class shares of PTCL 155,000.0 Jul-05 Etiselat UAE
Siemens Pakistan Engineering Co.
43 |Carrier Telephone Industries 500.0 Oct-05 Ltd.
Total 186,058.4
Industrial Units
Automobile
44  |Al-Ghazi Tractors Ltd. 105.6 Nov-91 Al-Futain Industries (Pvt) Ltd. UAE
45 |National Motors Ltd. 150.4 Jan-92 Biboo Jee Services
46 |Millat Tractors Ltd. 306.0 Jan-92 EMG
Abdul Qadir & Saleem I.
47 |Baluchistan Wheels Ltd. 276.4 May-92 Kapoorwala
48 |Pak Suzuki Co. Ltd. 172.0 Sep-92 Suzuki Motors Co. Japan
Farid Tawakkal & Saleem I.
49 |Naya Daur Motors Ltd. 22.3 Jan-93 Kapoorwala
50 |Bolan Castings 69.2 Jun-93 EMG
Total 1,101.9
Cement
51 |Maple Leaf Cement 485.7 Jan-92 Nishat Mills Ltd.
52 |Pak Cement 188.9 Jan-92 Mian Jehingir Ellahi & Ass
53 |White Cement 137.5 Jan-92 Mian Jehingir Ellahi & Associates
54 |D.G Khan Cement 1,960.8 May-92 Tariq Sehgal & Associates
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Sr. No|Unite Name Sale Price Date of Buyer Name
transfer
55 |Dandot Cement 636.7 May-92 EMG
56 |Garibwal Cement 836.3 Sep-92 Haji Saifullah & Group
57 |Zeal Pak Cement 239.9 Oct-92 Sardar M. Ashraf D. Baluch
58 |Kohat Cement 527.9 Oct-92 Palace Enterprises
59 |Dandot Works - National Cement 110.0 Jan-95 EMG
60 |General Refractories Limited 18.9 Feb-96 Shah Rukh Engineering
61 [Wah Cement 2,415.8 Feb-96 EMG
62 |Associated Cement Rohri 255.0 Nov-03 National Transport Khi
63 |[Thatta Cement 793.0 Jan-04 Al Abbass Group
64 |10% additional shares — Dandot Cement 8.3 Oct-04 EMG
65 |10% additional shares — Kohat Cement 40.7 Oct-04 EMG
66 |Mustehkam Cement Limited 3,204.9 Nov-05 Bestway Cement Limited
Total 11,860.3
Chemical
67 |National Fibres Ltd 756.6 Feb-92 Schon Group
68 |Kurram Chemicals 33.8 Feb-92 Upjohn Company USA
69 [Pak PVC Ltd 63.6 Jun-92 Riaz Shaffi Reysheem
70 |Sind Alkalis Ltd 152.3 Oct-92 EMG
71 |Antibiotics (Pvt) Ltd 24.0 Oct-92 Tesco Pvt) Ltd.
72 |Swat Elutriation 16.7 Dec-94 Sahib Sultan Enterprises
73 |Nowshera PVC Co. Limited 20.9 Feb-95 Al_syed Enterprises
74 |Swat Ceramics (Pvt) Limited 38.6 May-95 Empeiral Group
75 |Ittehad Chemicals 399.5 Jul-95 Chemi Group
76 [Pak Hye Oils 53.6 Jul-95 Tariq Siddique Associates
77 |Ravi Engineering Limited 6.5 Jan-96 Petrosin Products Pte
78 |Nowshera Chemicals 21.2 Apr-96 Mehboob Ali Manjee
79 |National Petrocarbon 21.9 Jul-96 Happy Trading
80 |[National Petrocarbon (add’l 10% shares) 2.3 Mar-02 Happy Trading
81 |Khuram Chemicals (additional 10%) 6.0 Oct-03 Pfizer Pakistan
82 |10% additional shares — Ittehad Chemicals 26.1 Oct-04 EMG
Total 1,643.6
Engineering
83 |Karachi Pipe Mills 18.9 Jan-92 Jamal Pipe Industries
84 |Pioneer Steel 4.4 Feb-92 M. Usman
85 [Metropolitan Steel Mills Limited 66.7 May-92 Sardar M. Ashraf D. Baluch
86 [Pakistan Switchgear 8.9 Jun-92 EMG
87 |Quality Steel 13.2 Apr-93 Marketing Enterprises
88 [Textile Machinery Co 27.9 Oct-95 Mehran Industries
89 |Indus Steel Pipe 43.3 Jul-97 Hussien Industries
Total 183.3
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Sr. No Unit Name Sale Date of Buyer Name
price Transfer
90 [Pak China Fertilizers Company Limited 435.4 May-92 Schon Group
91 |Pak Saudi Fertilizers Ltd. 7,335.9] May & Sep-02 |Fauji Fertilizers
92 |Pak Saudi Fertilizers Ltd. (10%) 815.0 Sep-02 Fauji Fertilizers Ltd.
93 |Pak Arab Fertilizers (Pvt) Ltd. (94.8%) 14,125.6 May-05 Export Reliance- Consortium
94 |Fazal Vegetable Ghee 21.2 Sep-91 Mian Mohammad Shah
95 |Associated Industries 152.0 Feb-92 Mehmoob Abu-er-Rub
96 |Sh Fazal Rehman 64.3 Apr-92 Rose Ghee Mills
97 |Sh Fazal Rehman (additional 10% shares) 2.3 May-05 Rose Ghee Mills
98 |Kakakhel Industries 55,3 May-92 Mehmoob Abu-er-Rub
99 |United Industries 155 May-92 A. Akbar Muggo
100 |Haripur Vegetable Oil 30.1 Jul-92 Malik Naseer & Assoc.
101 |Bara Ghee Mills 27.8 Jul-92 Dawood Khan
102 |Hydari Industries - Aug-92 EMG
103 |Chiltan Ghee Mills 47.5 Sep-92 Baluchistan Trading Co.
104 |Wazir Ali Industries 31.9 Dec-92 Treat Corporation
105 |Asaf Industries (Pvt) Limited 11.4 Jan-93 Muzafar Ali Isani
106 |Khyber Vegetable 8.0 Jan-93 Haji A. Majid & Co.
107 |Suraj Vegetable Ghee Industries 10.2 Jan-93 Trade Lines
108 |Crescent Factories Vegetable Ghee Mills 46.0 Jan-93 S. J. Industries
109 |Bengal Vegetable 19.1 Mar-93 EMG
110 |A & B Oil Industries Limited 28.5 Mar-93 Al-Hashmi Brothers
111 |Dargai Vegetable Ghee Industries 26.2 Nov-97 Gul Cooking Qil Industries
112 |Punjab Veg. Ghee 18.7 May-99 Canal Associates
113 |Burma Oil 20.1 Jan-00 Home Products Intl
114 [E&M Qil Mills 94.0 Jul-02 Star Cotton Corp. Ltd.
115 |Magbool Oil Company Ltd. 27.6 Jul-02 Madina Enterprises
116 |Kohinoor Oil Mills 80.7 May-04 Igbal Khan
117 |United Industries Limited 7.7 Sep-05 A. Akbar Muggo
118 |Makerwal Collieries 6.1 Jul-95 Ghani Group of Industries
119 [Sheikhupura 28.0 May-92 Contrast Pvt Ld.
120 |Faizabad 21.2 May-92 Packages Ltd.
121 |Siranwali 16.2 Jul-92 Enkay Enterprises
122 |Hafizabad 20.0 Sep-92 Pak Pearl Rice Mills
123 |Eminabad 241 Nov-92 Pak Arab Food Industries
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Sr. No Unit Name Sale Date of Buyer Name
price Transfer
124 |Dhaunkel 79.2 Jun-93 Dhonda Pakistan Pvt Ltd.
125 |Mabarikpur 16.2 Nov-93 Maktex Pvt) Ltd.
126 [Shikarpur 32.5 Mar-96 Afzaal Ahmad
Total 237.4
Roti Plants
127 |Gulberg, Lahore 8.7 Jan-92 Packages Ltd.
128 |Peshawar 2.6 Jan-92 Saleem Group of Ind
129 |Head Office, Lahore 10.2 Jan-92 Hajra Textile Mills
130 |Hyderabad 2.6 Jan-92 Utility Stores Corp.
131 |Faisalabad 11.5 Jan-92 Azad Ahmad
132 |Bahawalpur 1.6 Feb-92 Utility Stores Corp.
133 |Multan 25 Feb-92 Utility Stores Corp.
134 |Quetta 4.8 Feb-92 Utility Stores Corp.
135 |Islamabad 3.6 Mar-92 Utility Stores Corp.
136 [Taimuria, Karachi 9.2 Jun-92 Spot Light Printers
137 |SITE, Karachi 5.1 Sep-92 Specialty Printers
138 |Multan Road, Lahore 35 Dec-92 Utility Stores Corp.
139 |Korangi, Karachi 4.1 Apr-93 Utility Stores Corp.
140 |Mughalpura, Lahore - Jun-96 Pakistan Railways
141 |Gulshan-e-Igbal, Karachi 20.2 Mar-98 Ambreen Industries
Total 90.2
Textile
142 |Quaidabad Woollen Mills 85.5 Jan-93 Jehangir Awan Associates
143 |Cotton Ginning Factory 1.2 Jun-95 Hamid Mirza
144 |Bolan Textile Mills 128.0 Oct-05 Sadaf Enterprises
Total 214.7
Total (all Industrial Units) 54,844.5
Miscellaneous
145 |National Tubewell Const Corpn 18.6 Sep-99 Through Auction
146 |Duty Free Shops 125 Sep-99 Weitnaur Holding Ltd.
147 |Republic Motors (Plot) 6.3 Nov-99 Muhammad Mushtaq
148 |Al Haroon Building Karachi 110.0 Sep-02 LG Group
149 |International Advertising (Pvt) Ltd. 5.0 Apr-05 EMG
Total 152.4
Newspapers
150 |N.P.T Building 185.0 Oct-93 Army Welfare Trust
151 |Mashriq — Peshawar 26.6 Jun-95 Syed Tajmir Shah
152 |Mashriq — Quetta 6.2 Jan-96 EMG
153 |Progressive Papers Ltd. 46.1 May-96 Mian Saifu-ur-Rahman
154 |Mashriq — Karachi 6.5 Aug-96 EMG
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Total 270.4

Tourism
155 |Cecil's Hotel 190.9 Jun-98 Imperial Builders
156 |Federal Lodges - 1- 4 39.2 Jan-99 Hussain Global Assoc.
157 |Dean's Hotel 364.0 Dec-99 Shahid Gul & Partners
158 |Falleti's Hotel Lahore 1,211.0 Jul-04 4B Marketing

Total 1,805.1

Total (Misc.) 2,227.9
158 |Grand Total (1991 to 30-06-2006) 369,522.9

Annexure: Proceeds From Privatisation Transactions

From July 2006 to December 2006

Sr. No Unit Name Sale Date of Buyer Name
price Transfer
Capital Market Transaction
IGDR offering to international

1 |OGDCL - GDR 46,963.0 Dec-06 [institutions
Cement

2 avedan Cement Company Limited 4,315.9] Aug-06 [Haji Ghani Usman & Group
Fertilizer

3 |Pak Amercian Fertilizers 15,949.0] Feb-06 |Azgard 9

4 |Lyallpur Chemical & Fertilizers 282.0[ Dec-07 [|Al Hamd Chemical (Pvt) Limited
Textile

5 |Lasbella Textile Mills 156.0] Nov-06 [Raees Ahmed

5 |[Total 66,665.9

163 [Grand Total (01-07-2006 to 31-12-2006) 421,239.8
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ABL
BOI
ccop
EOI
FA
FDI
GHS
GOP
HBL
IPO
ICP
KAPCO
KASB
KESC
LPG
MCB
MRTA
NBP
NEPRA
NGO
NITL
NWFP
OGDCL
OGRA
PC

PO
PPL
PSO
PTCL
RFP
SNGPL
S0Q
SSGC
UBL
VSS
WAPDA

Glossary

Allied Bank Limited
Board of Investment
Cabinet Committee on Privatisation

Expression of Interest

Financial Advisor

Foreign Direct Investment

Golden Hand Shake

Government of Pakistan

Habib Bank Limited

Initial Public Offering

Investment Corporation of Pakistan

Kot Addu Power Company

Khadim Ali Shah Bokhari

Karachi Electric Supply Corporation
Liquefied Petroleum Gas

Muslim Commercial Bank

Management Right Transfer Agreement
National Bank of Pakistan

National Electric Power Regulatory Authority
Non-Government Organisation

National Investment Trust Limited

North Western Frontier Province

Oil and Gas Development Corporation Limited
Oil and Gas Regulatory Authority
Privatisation Commission

Public Offering

Pakistan Petroleum Limited

Pakistan State Oil

Pakistan Telecommunications Company Limited
Request for Proposal

Sui Northern Gas Pipeline Limited
Statement of Qualifications

Sui Southern Gas Company

United Bank Limited

Voluntary Separation Scheme

Water and Power Development Authority
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Financial Statements
and
Auditor’s Report
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FIXED ASSETS
LONG TERM RECEIVABLES

CURRENT ASSETS

Due from buyers of privatised entities
Due from privatised entities
Advances, deposits and receivables
Cash and bank balances

TOTAL ASSETS

DEFERRED INCOME

Grants from Government of Pakistan
Grant from World Bank

CURRENT LIABILITIES

Liabilities assumed of privatised entities

Advances against sales
Other payables

Contingencies and commitments

TOTAL LIABILITIES
NET FUND EMPLOYED

REPRESENTED BY:

Payable to Government of Pakistan

The annexed notes form an integral part of the financial statements

Chairman

BALANCE SHEET
AS AT JUNE 30, 2006

Note

© 00 N O

10
11

12
13
14

15

16
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2006

6,770
56,138,905

18,371,373
286,139
102,252

13,891,266

32,651,030
88,796,705

5,570
422
5,992

142,896
9,797,952
696,519
10,637,367

10,643,359
78,153,346

78,153,346

2005
(Rupees "000")
4,480

30,748,726
286,139
79,282
12,032,214

43,146,361
43,150,841

28,940
509
29,449

142,896
15,504,096
3,728,318
19,375,310

19,404,759

23,746,082

23,746,082

Member/ Secretary



INCOME AND EXPENDITURE ACCOUNT

FOR THE YEAR ENDED JUNE 30, 2006
Note 2006 2005
(Rupees "000%)

INCOME
Grants from World Bank 10 87 117
Grants from Government of Pakistan 17 38,056 39,522
Fees, charges and other receipts 18 1,347,915 126,181
1,386,058 165,820
EXPENDITURE
Salaries, allowances and benefits 37,979 33,803
Advertisement 1,837 7,805
Rent and utilities 7,441 4,942
Travelling 7,497 3,535
Printing and stationery 1,457 965
Depreciation 4 1,268 705
Telephone and communication 2,654 2,577
Repair and maintenance 972 2,000
Fuel and lubricants 1,875 1,379
Others 2,720 1,978
65,700 59,689
Net income transferred to Payable to Government of Pakistan 1,320,358 106,131
The annexed notes form an integral part of the financial statements
Chairman Member/Secretary
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CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2006
Note 2006 2005
(Rupees ' 000")
Cash flows from operating activities

Net Income 1,320,358 106,131

Adjustment for non-cash items:

Amortisation of world bank grant (87) (117)
Depreciation 1,268 705
Gain on disposal of assets (562) -
Amortisation of grants from Government of Pakistan-related to income (23,370) (1,646)
(22,751) (1,058)
Cash generated from operating activities 1,297,607 105,073

Cash flows from investing activities

Purchase of assets (3,653) -
Proceeds from disposal of fixed assets 657 -
Increase in long term receivables (56,138,905) -
Net cash used in investing activities (56,141,901) -

Cash flows from financing activities

Decrease/(Increase) in due from buyers of privatised entities 12,377,353 (16,896,994)
Decrease in due from privatised entities - 1
(Increase) in advances, deposits and receivables (22,970) (56,130)
(Decrease)/increase in advances against sales (5,706,144) 15,504,096
(Decrease)/increase in other payables (3,031,799) 3,524,991
Increase in Payable to Government of Pakistan 53,086,906 8,209,955
Net cash flow from financing activities 56,703,346 10,285,919
Net increase in cash and cash equivalents 1,859,052 10,390,992
Cash and cash equivalent at beginning of the year 12,032,214 1,641,222
Cash and cash equivalent at end of the year 9 13,891,266 12,032,214

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

Chairman Member/Secretary
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