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Introduction to Sukuk

*

Trust certificates — investor returns are derived from legal or beneficial ownership of assets rather than
interest-based debt obligations

Investors have an undivided interest in the underlying assets and are therefore entitled to share jointly
the related returns

Sukuk are freely tradable and offer Islamic investors a Sharia’ compliant secondary market liquidity in
the international market

May be structured with an underlying ljara (Sukuk Al-ljara) or Musharaka (Sukuk Al-Musharaka)

Sukuk are most preferred in the Middle East, represent the most inclusive means of tapping the
market and can be structured on an amortizing or bullet maturity basis

The underlying assets are purely used as a means of transacting and do not constitute a transaction-
specific pool of security

Sukuk rank pari-passu with senior unsecured credit obligations and are structured not to contravene
existing negative pledge provisions

Investor documentation is usually governed by the English law or applicable local laws

From a credit perspective, investors expect the Sukuk issue to represent the same credit risk as that of
the ultimate issuer/guarantor
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Transaction Background

*

The Pakistan Water and Power Development Authority (“WAPDA"), established under the WAPDA
Act as an autonomous body for the development and use of the water and power resources of
Pakistan on a unified, multi purpose basis

WAPDA's financing requirement: PKR 8,000 million to (partially) fund the Mangla Dam Raising Project
Key objectives for WAPDA were:

e Toraise financing in a cost efficient manner

e Strengthen its presence in the local financial markets

e Diversify and cultivate WAPDA's investor base

e Undertake a landmark transaction which will catalyze the promotion of Islamic Financial
instruments and lead the way for other public sector entities

Keeping in view WAPDA's requirements and objectives, Citigroup proposed the Sukuk mode of
Islamic financing to WAPDA

WAPDA mandated Citigroup to act as Shariah Advisor and Joint Lead Manager for a domestic Sukuk
Al-ljara issue

This transaction was inspired by the Government of Pakistan debut Sukuk offering executed earlier
this year
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Key Structuring Considerations

Which Issuing Entity?
¢ Sukuk are usually issued through special purpose vehicle (‘SPV’)

¢ In Pakistan a Limited Liability Company has acted as the issuer and is
registered with and regulated by SECP

¢ The Wapda First Sukuk Co is 100% owned by WAPDA and will act as
the Issuer SPV for the WAPDA Sukuk

What Assets?
¢ Unencumbered at time of sale
¢ Direct/indirect ownership should vest with WAPDA

¢ Assets should economic vale/estimated worth equal to the principal
amount under lease

¢ Title of assets should be clearly transferable to the issuing SPV

; C|t|quU|5T



Transaction Structure
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Transaction Structure...Cont'd
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Offering Summary

Principal Amount PKR 8,000 mn

Periodic Distribution 6 month KIBOR + 35 bps

Tenor 7 years

Issuance Format Privately Placed LCY Floating Rate Notes

Structure Trust Certificates (Sukuk)

Issuer WAPDA First Sukuk Company Limited

Lessee WAPDA

Underlying Assets WAPDA'’s 10 Mangla Dam Hydel Power Generation Units
Governing Law Islamic Republic of Pakistan

Structuring Advisor Citi Islamic Investment Bank E.C.
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Marketing and Distribution

¢ Marketing
e All-encompassing approach:

—  Soft market to the investor universe
through distribution of Transaction
“Abridged Summary of the Offering”;

— Dedicated marketing calls /
presentations to select investors with
PKR 500 million or more appetite;

— Finalize investor list; and

—  Circulate Transaction Information
Memorandum

¢ Distribution

e While structured as a Shariah compatible
issue, the transaction will appeal to a broad
group of investors locally

e We envisage the following breakdown by
investors by type

Employee
Asset Fqnds
Management (Prl\;ate)
3% 2%
Insurance
Companies
4%
Employees
_ Funds (Gov't)
Islamic 44%
Investors

45%

Government
Agency
2%
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Setting New Benchmarks...

¢ First ever local currency Sukuk issue for Pakistan
¢ International and local Sharia’ endorsement:

e Structure and documentation approved by the Sharia’ board of Citi
Islamic Investment Bank E.C. and under review by State Bank of
Pakistan’s Board

¢ SBP considering to endorse WAPDA Sukuk as Statutory Liquidity
Requirement (‘SLR’) eligible security for approved Islamic Banks
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Government of Pakistan Debut Sukuk
Offering

Offering Summary

Distribution

Principal Amount US$600mn Geographical

Ratings (S&P) B+ Europe Asia

| Ratings (S&P)
Periodic Distribution 6 month Libor + 220 bps
Middle East
1st Coupon Date 27 July, 2005 Type
Company
Asset
Trust Certificates (Sukuk) Government 1% Manager
Agency g
: : 25% 23%
Pakistan International Sukuk Company 0
President of the Islamic Republic of Pakistan Corporation
2% Bank &
Underlying Assets Highway Land (Motorway) Bank Trusts
(Private) 19%
. 11%
Joint Lead Managers/ Citigroup, HSBC Banlf
Bookrunners (Islamic)
19%
A
0 citigroup.



Conclusion and Q&A
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Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive written agreements.

Prior to entering into any transaction contemplated hereby (a “Transaction”) you should determine, without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you
are able to assume these risks), as well as the legal, tax and accounting characterizations and consequences of any such Transaction. In this regard, by accepting this presentation, you acknowledge that (a)
we are not in the business of providing (and you are not relying on us for) legal, tax or accounting advice, (b) there may be legal, tax or accounting risks associated with any Transaction, (c) you should receive
(and rely on) separate and qualified legal, tax and accounting advice and (d) you should apprise senior management in your organization as to such legal, tax and accounting advice (and any risks associated
with any Transaction) and our disclaimer as to these matters.

We are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with us. We will ask for your complete name, street address, and
taxpayer ID number. We may also request corporate formation documents, or other forms of identification, to verify information provided.

[FOR PITCH MATERIALS RELATING TO EXTENSIONS OF CREDIT BY CITIBANK OR ITS BANK-CHAIN SUBSIDIARIES. FOR SUCH PITCHES, THE FOLLOWING PARAGRAPHS MAY ONLY BE
DELETED IF (1) PITCH IS FOR ADVISORY SERVICES ONLY OR (2) PITCH IS TO NON-U.S. CUSTOMER AND TRANSACTION INVOLVES NO U.S. OBLIGOR AND NO MATERIAL NEXUS TO U.S. SEE
ANTI-TYING POLICY OR CONSULT LEGAL IF QUESTIONS.]

We maintain a policy of strict compliance to the anti-tying provisions of the Bank Holding Company Act of 1956, as amended, and the regulations issued by the Federal Reserve Board implementing the anti-
tying rules (collectively, the "Anti-tying Rules"). Moreover our credit policies provide that credit must be underwritten in a safe and sound manner and be consistent with Section 23B of the Federal Reserve Act
and the requirements of federal law. Consistent with these requirements and our Anti-tying Policy:

¢ You will not be required to accept any product or service offered by Citibank or any Citigroup affiliate as a condition to the extension of commercial loans or other products or services to you by Citibank or
any of its subsidiaries, unless such a condition is permitted under an exception to the Anti-tying Rules.

¢ We will not vary the price or other terms of any Citibank product or service based on the condition that you purchase any particular product or service from Citibank or any Citigroup affiliate, unless we are
authorized to do so under an exception to the Anti-tying Rules.

+ We will not require you to provide property or services to Citibank or any affiliate of Citibank as a condition to the extension of a commercial loan to you by Citibank or any Citibank subsidiary, unless such a
requirement is reasonably required to protect the safety and soundness of the loan.

# We will not require you to refrain from doing business with a competitor of Citigroup or any of its affiliates as a condition to receiving a commercial loan from Citibank or any of its subsidiaries, unless the
requirement is reasonably designed to ensure the soundness of the loan.

[FOR DERIVATIVES OR SECURITIES PITCHES ONLY]

Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers. These indications are provided solely for your information and consideration, are subject to change at
any time without notice and are not intended as a solicitation with respect to the purchase or sale of any instrument. The information contained in this presentation may include results of analyses from a
quantitative model which represent potential future events that may or may not be realized, and is not a complete analysis of every material fact representing any product. Any estimates included herein
constitute our judgment as of the date hereof and are subject to change without any notice. We and/or our affiliates may make a market in these instruments for our customers and for our own account.
Accordingly, we may have a position in any such instrument at any time.

[FOR PRESENTATIONS WITH REFERENCES TO SMITH BARNEY EQUITY RESEARCH OR CITIGROUP CORPORATE BOND RESEARCH]

Although this material may contain publicly available information about Smith Barney equity research or Citigroup corporate bond research, Citigroup policies prohibit analysts from participating in any efforts to
solicit investment banking business; accordingly, research analysts may not have any communications with companies for the purpose of soliciting investment banking business. Moreover, Citigroup policy (i)
prohibits research analysts from participating in road show meetings; (ii) prohibits investment banking personnel from having any input into company-specific research coverage decisions and from directing
research analysts to engage in marketing or selling efforts to investors with respect to an investment banking transaction; (iii) prohibits employees from offering, directly or indirectly, a favorable or negative
research opinion or offering to change an opinion as consideration or inducement for the receipt of business or for compensation; and (iv) prohibits analysts from being compensated for specific
recommendations or views contained in research reports. So as to reduce the potential for conflicts of interest, as well as to reduce any appearance of conflicts of interest, Citigroup has enacted policies and
procedures designed to limit communications between its investment banking and research personnel to specifically prescribed circumstances.

[TRADEMARK SIGNOFF: add the appropriate signoff for the relevant legal vehicle]
© 2004 Citigroup Global Markets Inc. Member SIPC. CITIGROUP and Umbrella Device are trademarks and service marks of Citicorp or its affiliates and are used and registered throughout the world.

© 2004 Citigroup Global Markets Limited. Regulated by the Financial Services Authority. CITIGROUP and Umbrella Device are trademarks and service marks of Citicorp or its affiliates and are used and
registered throughout the world.

© 2004 [Name of Legal Vehicle] [Name of regulatory body] CITIGROUP and Umbrella Device are trademarks and service marks of Citicorp or its affiliates and are used and registered throughout the world.
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