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INDEPENDENT AUDITORS' REPORT

To the members of LAFCO (Private) Limited
Report on the Audit of the Financial Statements
Opinion

\We have audited the annexed financial statements of LAFCO (Private) Limited (the Company), which comprise the
statement of financial position as at June 30, 2020 and the statement of profit or loss, the statement of
comprehensive income, the statement of changes in equity, the statement of cash fiows for the year then ended, and
notes to the financial statements, including a summary of significant accounting policies and other explanatory
information, and we state that we have cbtained 4l the information and explanations which, to the best of our
knowledge and belief, were necessary for the purposes of the audit

In our opinion and to the best of our information and according to the explanations given to us, the statement of
financial position, the statement of profit or loss, the statement of comprehensive income, the statement of changes
in equity and the statement of cash flaws together with the notes forming parl thereof conform with the accounting
and reporting standards as applicable in Pakistan and give the information required by the Companies Act, 2017
(XIX of 2017), in the manner so required and respeciively give a true and fair view of the state of the Company’s
affairs as at June 30, 2020 and of the loss, total comprehensive loss, the changes in equity and its cash flows for the
year then ended.

Basis for Opinion

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

Material Uncertainty Relating to Going Concemn

Note 1.4 to the financial statements indicates thal the Company has incurred loss of Rs. 566.58 million (2019: Rs.
334,96 million) during the year and, as on the reparting date, its equity is negative by Rs. 2,494 43 million (2019: Rs.
1.927.85 million). These events and conditions indicate the existence of material uncertainty which may cast
significant doubt on the Company's ability to continue as a going concerm. Our opinion is not modified with respect o
this malter.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING ey
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Information Other than the Financial Statements and Auditors’ Report Thereon

Management is responsible for the other information. The other infermation comprises the infarmation included in
the directors’ report, but does not include the financial stalements of the company and our auditors report therean.

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

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so0, consider whether the -other information is malerially inconsistent with the financial statemenis or our
knowledge obtained in the audit, or otherwise appears to be materially misstated. If based on the work we have
performed, we conclude that there is a matenal misstatement of this other information we are required to report that
fact. We have nothing to report in this regard.

Responsibilities of Management and Board of Directors for the Financial Statements

Management Is responsible for the preparation and fair presentation of the financial staterents in accordance with
the accounting and reporting standards as applicable in Pakistan and the requirements of Companies Act, 2017(XIX
of 2017) and for such internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to continue as
a going concemn, disclosing, a5 applicable, matters related to going concern and using the going concem basis of
accounting unless management either intends to fiquidate the Company or to cease operations, or has no realistic
alternative but to do so.

The Board of Directors is responsible for overseeing the Company's financial reporting process.
Auditors' Responsibilities for the Audit of the Financial Statements

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

As part of an audit in accordance with 15As as applicable in Pakistan, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

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

« Oblain an understanding of internal control relevant to the audil in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an oginion on the effectiveness of
the Company's intermal control,

= Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.
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» Conclude on the appropriateness of management's use of the going concemn basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Company's ability to continue as a going concam. If we conclude that
a material uncerlainty exisls, we are required to draw attention in our auditors’ report to the related
disclosures in the financial stalements or, if such disclosures are Inadequate, to modify our opinion. Cur
conclusions are based on the audil evidence obtained up 1o the date of our auditors’ report. However, fulure
events or conditions may cause the Company o cease to continue as a going concerm.

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

We communicate with the beard of direclors regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in interal contrel that we idenlify during our
audit.

Report on Other Legal and Regulatory Requirements

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

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

b} the statement of financial position, the statement of profit or loss, the statement of comprehensive income, the
siatement of changes in equity and the statement of cash flows together with the notes thereon have been drawn

up In conformity with the Companies Act, 2017 (XIX of 2017) and are in agreement with the books of account and
relums;

¢) investiments made, expenditure incurred and guarantees extended during the year were for the purpose of the
Company's business; and

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

The t partner on the audit resulting in this independent auditors' report is Inam ul Hagque.
L1
ﬁ i
QUAT NAU
ANTS

RSM AVAIS HYDE
CHARTERED A
Place: Lahore
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LAFCO (PRIVATE) LIMITED

Director’s Report with Annual Account as on 30t
June - 2020.

On the behalf of board of Directors, I am pleased to present the
18" Annual Report of LAFCO (Private) Limited along with the
Audited Financial Statements and Auditor’s Report thereon for the
Year ended June 30, 2020.

The ECONOMY

Pakistan's economy faced unprecedented challenges during fiscal
vear 2020:-

. Severe macroeconomic crisis

e Sharp deterioration in Pakistan's net external terms of
trade as a result of spike in recent years in world
commodity prices of which Pakistan is a net importer.

. The intensification of an unprecedented domestic security
challenge which has exacted a high cost from the economy,
both in terms of direct costs, and as well as in terms of

significant knock-on effect on investment inflows and
market confidence.

Appropriations

The company is running in losses as there is unappropriated loss
of Rs 3,694,426,818 as on June 30, 2020, but there is no
appropriation made.
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Technology

The Company has already installed ETTM System (Electronic Traffic
and Toll Management) which eliminates the significant risk in the
toll collection as compared manually toll collection. There are
46-lanes which are being controlled through ETTM system.
Management has now installed Closed Circuit Cameras to observe
the traffic.

Operating Results of the Company
Operating results are as follows;

Particulars June 30, 2020 June 30, 2019
<Rupees> l <Rupees>

| c—

Gross Revenua 1,938,202,682 1,894,203,370
|
Il Pperating Cost _] 2,211,293, 253 2,031,451,731
e . '

Gross Profit /(Loss) (273,090,571) (137,248,361)
[ ]

Administrative expensas 46,087,043 _] 58,334,989
= L_ |

Finance Cost 91,708,308 116,510,645
|

— Fr'

|| Operating Profit / (Loss) (410,885,920) (312,093,995)
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The following graph describes the five years summary of profit/
(Losses) before tax.
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Human Resource Management

Human resource of the company 1is given the highest value.
Accordingly, the company's focus remains on employee’s development
coupled with improving the ambience through regular reviews and
refinements of processes and the work environment, thereby
ensuring its dynamism and robustness and keeping the spirit of
its key guiding principles and policies.

Statement of Internal Control

Internal Controls contribute to the effective management by ‘the
Both Company's Board of Directors and management. While the Board
recognizes its responsibility as envisaged in the relevant
regulations, the management of company ensures the establishment
and maintenance of adequate and effective systems of internal
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controls in compliance with external laws and requlations and
consistent with the Company's own internal policies. It is also
responsible to assess the effectiveness of internal controls and
report on them to the Board.

The management ensures the effectiveness and efficiency of the
internal control system by identifying control ohjectives,
devising and reviewing appropriate policies and procedures and
@stablishing relevant control procedures. Significant policies
and procedural manuals are already in place. Policies and
procedures are periodically reviewed and revised and necessary
amendments and updates introduced. The management 3is also
cognizant of its responsibility of putting a system in place for
the authentication of transactions, strengthening of control
environment, and identifying the areas requiring improvements and
devising appropriate remedial actions on a timely basis.

Acknowledgements
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LAFCO (PRIVATE) LIMITED

STATEMENT OF FINANCIAL POSITION
AS AT JUNE 30, 2020

ASSETS
NON CURRENT ASSETS
Property and equipment 5 34,908,065 37,864,231
Concession intangible assets 6 437,934 462 484,955 675
Other intangible asset s 118,914 149,892
Right of use assets 8 47,222 733 .
Long term deposits g 1,562,756 1,562,756
521,748,930 524,532 554
CURRENT ASSETS
Loans and advances 10 670,412 067 582,631,461
Short term prepayments 1,222,975 1,573,568
Short term investment 1 335,000,000 335,000,000
Prafit on shart term investment 8,358,250 8,793,750
Income tax refunds due from Government 58,388,569 57,642,713
Cash and bank balances 12 744 846 063 505,290,216
1,818,227 924 1,500,931,708
2,339,976,854 2.025,464 262
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVE
Authonized share ﬂﬂpihl 13 1 lzmlmﬂiuuu IIl-2{“]1:]':'[:!‘:“:"':I
Issued, subscribed and paid up capital 13 1,200,000,000 1,200,000,000
Accumulated loss {3,604,426.818) (3,127 B49.462)
{2,494 476 818) (1,827 848 462)
NON CURRENT LIABILITIES
Leng term financing 14 - 271,000,000
Lease liability 15 44,508 860 -
Provision for restoration of the camageway 16 4,287 657,601 3.033,720,001
4,332 566,461 3,304,720,001
CURRENT LIABILITIES
Trade and other payables I 11,705,084 12,441,929
Current partion of long term financing 14 271,000,000 556,000,000
Current portion of lease liabilities 15 6,152,470 -
Pravision for taxation - Income tax 212,979,657 80,151,794
501,837 211 48,593,723
CONTINGENCIES 18
2,339 976,854 2,025 464 262
The annexed nofes form an inlegral part of these financial statemenls.
e
NHehed G\
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LAFCO (PRIVATE) LIMITED
STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED JUNE 30, 2020

Income from operations - Toll receipts
Other Income

Operating expenses
Administrative and general expenses
Finance cost

(Loss) for the year before taxation
Provision for taxation

(Loss) for the year

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

CHIEF u OFFICER

19

20
A
22

23

1,769,178,833 1,804,172,353
169,023 849 90,031,017
1,938,202 682 1,894,203,370
2,211,293 253 2,031,451,731
46,087,043 58,334 089
91,708,306 116,610,645
2,349,088,602 2,208,297 365
(410,885,920 (312,083 ,905)
155,651,436 22,863,574
(566,577,358) (334,957 569)
Yo Lusf
DIRECTOR



LAFCO (PRIVATE) LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2020

(Loss) for the year (566,577,356) (334,957 569)
Other comprehensive income for the year - -
Total comprehensive (loss) for the year (566,577,356 (334,957 569)

The annexed noles form an integral part of these financial stalements.

Oyeihe? Q\uf

DIRECTOR

'7 /0



LAFCO (PRIVATE) LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2020

Balance as at July 01, 2018

Total comprehensive (loss) for the year
{Loss) for the year
Other comprehensive income for the year

Balance as at June 30, 2019

Total comprehensive (loss) for the year
{Loss) for the year
Other comprehensive income for the year

Balance as al Juna 30, 2020

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

1,200,000,000 (2,792,891,893) (1,582,891,893)
|| (334,957 569) (334 957,569)
: (334,957 569) {334,957 569)
1,200,000,000 (3,127,849,462) (1,927 849 462)
" (566,577,356) (566,577,356)
- (566,577,356) (566,577,356)
1,200,000,000 (3,594,426,818) (2,494 426,818)
e e 5“*‘"3

DIRECTOR
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LAFCO (PRIVATE) LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2020

Cash flows from operating activities
(Loss) for the year before taxation (410,885,920 (312,093,985)
Adjustments for non cash / non operating items:
Depreciation 56,623,074 51,481,059
Amortization 29,978 37473
Provision for restoration of the carriageway 1,253,937,600 1,125,720,000
Gain on disposal of property and equipment . {1,092 564)
Finance costs 91,708,306 116,510,645
Provision for gratuity 4,429 134 -
Profit on bank deposits (113,625,094) (4.024,910)
1,293,103,898 1,228,641,743
Operating cash flows before working capital changes 882,217,978 916,547,748
Working capital changes:
{Increase)f decrease in current assets:
Loans and advances 26,286,458 828,763,621
Short term prepayments 350,593 088,499
Increase/ (decrease) in current liabilities:
Trade and other payables {3,493,308) {88,254,154)
23,143,741 741,499 166
het cash generated from operations 805,361,719 1,658,046,914
Income tax paid (127,676,489 (23,612,583)
Gratuity paid (1,672,671) -
Payment for structural overay - (587,311,171}
Finance cost paid (87 TBS,67T) (116,510,645)
Met cash generated from operating activifies (A ) 66848,225,882 930,612,515
Cash flows from investing activities
Capilal expenditure paid (923,6286) (2,179,370
Profit on bank depasits 114,060,594 60,549,285
Proceeds from disposal of property and equipment - 4,157 548
et cash generated from investing activities (B ) 113,136,968 62,527 463
Cash flows from financing activities
Lease liabiliies paid (5,808,000) -
Repayment of long term financing {556,000,000) (556,000,000
Net cash (used in} financing activities | C ) (556,000,000 (556,000,000
Met increase in cash and cash equivalents during the year (A + B + C) 239,555,850 437,139,978
Cash and cash equivalents at the beginning of the year 505,290,216 68,150,238
Cash and cash equivalents at the end of the year 744 846,063 505,290,218
The annexed notes form an integral part of thﬁ.'-:'w_g_ﬁnanciaf statements.
neged Gl
DIRECTOR
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020

S

AT LAFCO (Private) Limited (the Company) was incorporated in Pakistan on 8th July, 2002 as a Private Limited Company under
the repealed Companies Ordinance 1984, The registered Office of the Company is located al Old Toll Plaza Building, 11-KM
Sheikhupura Road, Sharif Park, Kot Abdul Malik, Lahore in the province of Punjab. The Company is currently engaged in only
one project comprising the construction and mainlenance of Lahore, Sheikhupura and Faisalabad dual cariage way for the
concession period of 25 years on Buld Operate Transfer (BOT) basis under Concession Agreement with Govemment of Punjab
{Ihe Government) signed on September 30, 2003. The Company cannot engage itself into any activities other than those agreed
upan in the concession agreement. Significant terms of the concession agreemant are as under;

The Company can levy tolls in accordance with the agreement. The Company shall maintain the road in excellent condition, in
accordance with sound engineering practice, including periodic maintenance, heavy repairs, structural overlay, refurbishment
and replacement of equipment. The Concession period may be extended by mutual written agreement. The Concession can be
terminated on various grounds including default to lenders, failure to carry out periodic maintenance and siructural overlays and
charge of tolls in excess of agreement. If the Company defaults on its loans and Is unable to reclify the same, then the
Government may terminate the Concession and give possession of the Project to the lenders. At the end of the expiry period,
the Company shall fransfer to the Govemment, all immovable and moveable assats. Lenders rights & security will remain un-
affected by the transfer to the Government. The Company must insure highway, toll plaza, signs, guard rails etc. against loss
from breakdown, damage or destruction from such risks as shall be prudent in accordance with industry practice.

S The Company is a subsidiary of Mis Frontier Works Organization (FWO) (the Parent).

OV1D-12 an the financial

Lockdawn in the country towards the end of March 2020 due to Covid-19 pandemic resulled in less traffic on the Lahore,
Sheikhupura and Faislabad dual camiage way thus resulting in decrease in toll receipts during the months of Aprif 2020 and May
2020. Monthwise comparison of lotal receipts from February fo June 2020 is as under:

= . Chage)
February 2020 (Base month) 161,996,574 *
March 2020 141,613,980 -12.58
April 2020 86,626,192 -38.83
May 2020 124,212,284 4339
June 2020 151,468,715 21.94
m P S i Assumption

The Company has incurred loss of Rs. 566,58 million (2019: Rs. 334.96 million) during the year and, a5 on the reporting date,
its equity is negative by Rs. 2,494.43 million (2019: Rs. 1,927.85 milion). These events and conditions indicate the existence of
material uncertainity which may cast significant doubt on the Company's ability fo confinue as a going concem, therefore, it may
not be able to realize its assels and discharge ils liabilities In the nomal course of business.

The Company is meeting all its liabilities on their due dates. The loss is mainly due to the provision for restoration of the camiage
way which is to be undertaken during the financial year 2024 and 2025 (Refer Note 16) as per terms of the concession
agreament.

Oy

/3



LAFCO

(PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020

Profit for the period before provision for restoration comes to Rs. 687.36 million (2019 Rs. 790.762 million). The Company is
not facing any financial and operational issues. The Company will be able to generate enough profitability and funds to meet its
obligation of restoration of the carriage way. The Parent has also underiaken to inject funds in the coming years if needed.
Considering all ihese factors, the management is confident that the Company will be able to continue as a going concem.

Ti'mseﬁ'ramai statemems ha'-'a been prepared Irt accerdance with the accounting and reporting standards as applicable in
Pakistan. The accounting and reporting standards applicable in Pakistan comprise:
International Financial Reporting Standards (IFRS Standards) issued by the International Accounting Standards Board
(IA5B) as nofified under the Companies Act, 2017; and
+  Provisicns of and directives issued under the Companies Act, 2017,

Where provisions of and directives issued under the Companies Act, 2017 differ from the IFRS Standards, the provisions of and
u[mt-m issued under Iha Companies Act, 2017 have been followed.

Thﬂsa ﬂnanmat slatamantshm been prepared under the hlshﬁcai cost convention.

Thasa ﬁnaﬂ:tal slataments have baenpfeseri‘ted in Pakistani Rupees which is the Company's functional and presentation
cumency.

The preparation of financial statements in conformily with approved accounting standards requires the management to make
judgments, estimates and assumptions that affect the application of pelicies and reported amounts of assets and liabilities,
income and expenses. The esfimales and associated assumplions and judgments are based on historical expenence and
various other factors that are befieved to be reasonable under the circumstances, the result of which form the basis of making
the judgments about camying values of assets and liabilities that are not readily apparent from other sources. Actual results may
differ from these estimates.

The estimates and underlying assumptions are reviewad on an ongaing basis. Revision to accounting estimates are recognized
in the period in which the estimate is revised if the revision affects only that period, or in the periad of revision and future perods
if the revision affects both current and fulure periods.

The areas where various assumptions and estimates are significant to Company's financial statements or where judgments
were exercised in application of accounting policies, other than those specifically discussed in the accounting policles, are as
follows:

+  Useful life and depreciation of property, plant and equipment,

+  Useful life and amortization of intangibles.

+  leases

Employees retirement benefits.
+  Provision for taxation,
+  Provision for restoration of camiageway.
- NS AMENDN CT

The following standards, amendments to standards and interpretations have become effective and are mandatory for financial
statements of the Company for the periods beginning on or after July 01, 2019 and therefore, have been appliad in preparing
these financial statements.

% ¥ W
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020

*  |FRS 16 Leases

The Company has adopled IFRS 16 from July 01, 2019, The standard replaces |1AS 17 'Leases’ and for lessees eliminates the
classifications of operating leases and finance leases. Except for shori-term leases and leases of low-value assets, nght-ol-use
assels and comesponding lease liabiliies are recognised in the statement of financial position. Straight-line operating lease
expense recognilion is replaced with a depreciation charge for the right-of-use assets (included in managemen! expenses) and
an interest expense on the recognised lease liabililes (included In finance costs). In the earier periods of the lease, the
expenses associated with the lease under IFRS 16 will be higher when compared to lease expenses under [AS 17. However,
EBITDA (Eamings Before Interest, Tax, Depreciation and Amorfisation) resulls improve as the operaling expense is now
replaced by interest expense and depreciation in profit or loss. For classification within the statemant of cash flows, the interest
portion is disclosed in operating activiies and the principal portion of the lease payments are separately disclosed in financing
activities. For lessor accounting, the standard does not substantially change how a lessor accounts for leases. The accounting
policy of the company with respect to leases has been changed in fine with the requirements of IFRS 16.

When adopting IFRS 16 from July 01, 2019, the Company has applied the following practical expedients:
e excluding any initial direct costs from the measurement of right-of-use assels; and
» using hindsight in determining the lzase term when the contract contains options to extend or terminate the lease.

The Company has applied the modified retrospective method upen adoption of IFRS 16 as allowed under the Standard. This
method requires the recognition of the cumulative effect (without practical expedients) of initially applying IFRS 16 to cpening
retained eamings. Under this transifion method, comparative information for prior periods are not required 1o be restated and
continues to be reported in accordance with the previous standards and related inferpretations.

The impact of adoption as at July 01, 2019 was as follows:
Operating lease commitments as at July 01, 2019 {IAS 17) 75,757,111
Operating lease commitments discounted based on
the weighted average incremental borrowing rate of

7.83% (IFRS 16) (22,810410)
Right-of-use assats (IFRS 16) 52,946,701

Lease liabilities - non-current (IFRS 16) 47,353,547

Lease liabilities - current {IFRS 16) 5,593,154

As at June 30, 2020
Impact on Statement of financial position

Lease liabilities - non-curent (IFRS 16) 44,908,860
Lease liabilities - current {IFRS 16) 6,152470
Impact on Statement of Profit or loss
Increase in finance cost 3922829
Increase in depreciation expense 5,723,968
Decrease in rent, rates and taves (5,808,000}
Increase in deferred tax expense (1,113,193)
Increase in loss for the year {9,646,597)
Tax effect of the above adjustments

Impact on opening retained eamings as at July 01, 2018

/5



LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020

«  Annual Improvements to IFRS Standards 2015-2017 Cycle, applicable for annual reporting periods beginning on or
after January 01, 2018,

In December 2017, the IASE published Annual Improvements o IFRS Standards 2015-2017 Cycle, coniaining the following
amendments lo IFRSs:
* IFRS 3 - Business Combinations and IFRS 11 - Joint Arrangements— The amendments to IFRS 3 clarify that when
an entity obtains confrol of a business that is a joint operation, it remeasures previously held interests in that business.
The amendments to IFRS 11 clariiy that when an entity oblains joint control of a business that is a joint operation, the
eniity does nol remeasure previously held inlerests in that business.

* |AS 12 - Income Taxes — The amendments clarify that all income tax consequences of dividends (i.e. distribution of
profits) should be recognized in profit or loss, regardless of how the tax arises.

* |AS 23 - Borowing Costs — The amendments clanify that if any specific borrowing remains oulstanding after the
related asset is ready for its intended use or sale, that borowing becomes part of the funds thal an entity bormows
generally when calculating the capitalization rate on general borrowings.

The application of these amendments is not expected 1o have any effect on the Company’s financial statements,

* A5 19 = Employee Benefits

Amendments, applicable for annual reporting pericds beginning on or after January 01, 2019, relate to plan amendment,
curtailment or settlement detailed as below:

« If a plan amendment, curtailment or settiement occurs, it is now mandatory that the current service cost and the net
interest for the pericd after the remeasurement are determined using the assumptions used for the remeasurement.

* In addition, amendments have been included to clarify the effect of a plan amendment, curailment or setilement on
the requirements regarding the asset ceiling.
The application of these amendments is not expected to have any effect on the Company’s financial stalements.
*  |AS 28 - Investments in Associates and Joint Ventures

Amendments resulting from Annual Improvements 2014-2016 Cycle (clarifying cerain fair value measurements), applicable for
periods beginning on or after January 01, 2018, clarfied that the election to measure al fair value through profit or loss an
investment in an associale or a joint venture that is held by an entity that is a venture capital crganization, or other qualifying
entity, is available for each investment in an associate or joint venture on an investment-by-investment basis, upon initial
recognition,
Further, amendments applicable for periods beginning on or after January 01, 2019 have been added to clarify that an entity
applies IFRS 9 including its impairment requirements, to long-term interests in an associale or joint venture thal form part of the
net investment in the associate or joint venture but to which the equity method is not applied.
The application of these amendments is not expected to have any effect on the Company's financial stalements.

*  IFRIC 23 - Uncertainty over Income Tax Treatments
IFRIC 23, effective for annual reporting p-aﬁodé beginning on or after January 01, 2019, clarifies the accounting for uncerlainties
in income faxes.
The interpretafion is o be applied to the determination of taxable profit (tax loss), tax bases, unused ax losses, unused tax
credits and tax rates, when there is uncedainty over income tax treatments under 1AS 12,
The application of these amendmenis is not expected to have any effect on the Company's financial statements,
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020

St curre il want

There are certain new standards, amendments to standards and interpretations which became effective during the year but are
considered not to be relevant to the Company’s operations and, therefore, not disclosed in these financial statements.

Stan mendments to standards and interpretatiol S
The following standards, amendments to standards and interpretations have been published and are mandatory for the
Company's accounting perieds beginning on or after their respective effective dates.

. IFRS 7 — Financial Instruments: Disclosures, IFRS 9 — Financial Instruments and IAS 39 — Financial Instruments;
Recognition and Measurement

The amendments deal with ‘Inlerest Rate Benchmark Reform (Amendments 1o IFRS 9, I1AS 39 and IFRS 7)' as 1AS8's first
reaction to the potential effects the IBOR reform on financial reporfing. |t deals with issues affecting financial reporting in the
period before the replacement of an existing interest rate benchmark with an alternative interest rate and address the
implications for specific hedge accounting requirements. The amendments are effective for annual periods beginning on or after
1 January 2020, with earfier application permitied.

rechve in tuture periods

The application of these amendments is not expected to have any effect on the Company’s financial statements,

*  IFR516- Leases
The IASB has published "Covid-19-Related Rent Concessions (Amendment to IFRS 18)' amending the standard to provide
lessees with an exemption from assessing whether a COVID-19-related rent concession is a lease modification. Concurrently,
the IASB also published a proposed Taxonomy Update to reflect this amendment.
The amendments are applicable for annual periods beginning on or after 1 June 2020,

+  Annual Improvements to IFRS Standards 2018-2020 Cycle

The IASE has issued 'Annual Improvemenis to IFRS Standards 2018-2020', The pronouncement contains amendments to the
following Financial Reporting Standards (IFRSs) as result of the |ASE's annual improvements project.

- IFRS 9 Financial Instruments - Fees in the 10 per cent’ test for derecognition of financial liabdities. The amendment clarifies
which fees an enfity includes when it applies the '10 per cent’ test in assessing whether o derecognise a financial liability. An
entity includes only fees paid or received between the entity (the borrower) and the lender, including fees pald or received by
either the entity or the lender on the olher's behalf,

- IFRS 16 Leases - The amendment to lllustrative Example 13 accompanying IFRS 16 removes from the example the illustration
of the reimbursement of leasehold improvements by the lessor in order lo resolve any potential confusion regarding the
treatment of lease incentives that might arise because of how lease incentives are illustrated in that example.

- 145 41 Agriculture - The amendment removes the requirement in paragraph 22 of IAS 41 for enlities o exclude taxation cash
flows when measuring the fair value of a biclogical assat using a present value technique. This will ensure consistency with the
requirements in IFRS 13.

The ammendments are applicable for annual periods beginning on or after 1 January 2022,
*  1AS 16 - Property, Plant and Equipment

The I1ASB has published 'Property, Plant and Equipment — Proceeds before Intended Use (Amendments to IAS 16)' reganding
proceeds from selling itlems produced while bringing an asset into the location and condition necessary for if to be capable of
operating in the manner intended by management.

,ﬂ_ e
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020

The standard to prohibit deducting from the cost of an item of property, plant and equipment any proceeds from selling items
produced while bringing that asset to the location and condition necessary for it to be capable of operating in the manner
intended by management. Instead, an enfity recognises the proceeds from selling such items, and the cost of producing those
items, in profit or loss.

The ammendments are applicable for annual periods beginning on or after 1 January 2022. An entity applies the amendments
retrospectively only to items of property, plant and equipment thal are brought to the location and condition necessary for them
to be capable of operating in the manner intended by management on or after the beginning of the earliest period presented in
the financial statements in which the entity first applies the amendments.

ds, am tandards and Interp T futire period bil

There are certain new siandards, amendmenis to standards and interpretations that are effective from different future periods

but are considered not to be relevant to the Company’s operations, therefore, not disclosed in these financial statements,

standards Issued by IASB but nc & In Pakistar

Following new standards have been issued by |ASB which are yet to be notified by the SECP for purpose of applicability in
Pakistan:

IFRS 1 - First-time adoption of Infernational Financial Reporting Standards

IFRS 17 - Insurance Contracts

se are stated at cost less accumulated depreciation and accumulated impairement losses, if any, except for freehold land
which is stated at cost less accumulated impairment losses, if any.

Depreciation is charged fo profit and loss at rates specified in Note 5 fo these financial statement using the reducing balance
method,

Depreciation on additions is charged from the month in which the asset is available for use while no depreciation is charged for
the month in which an asset is disposed off. Assets residual values, useful lives and depreciation rates are reviewed, and
adjusted, if appropriate at each reporting date.

Maintenance and nomal repairs are charged lo statement of profit or loss as and when incurred, while major renewals and
improvements are capitalized, The gain or loss on disposal or refirement of an assel represented by the difference between the
sale proceeds and the carrying amount of the assel is recognized as an income or expense,

ﬂapia! rk-in- represents expenditure on fixed assets in the course of construction. Transfers are made to relevant
fixed assels category as and when assels are available for use. Capital work-in-process is stated at cost.

Concession intangible assets correspand 1o the right of the concession holder o bil users of a public senvice in retum for
construction services provided by it to the concession grantor under public service conlracts in accordance with IFRS 12 -
Service Concession Arrangement,

> -
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020
This concession holder right is equal 1o the fair value of the construction of the concession infrastructure recognized during the

construction period. It is amortized over the Concession Agreement term in accordance with an appropriate method reflecting
the rate of consumption of the concession assel’s economic benefits as from the date the infrastructure is brought in to service.

Expenditure incurred fo acquire computer software are capitalized as intangible assets and stated at cost, which comprises
purchase price, non refundable purchase laxes and the directly attributable expenditures in refation to their implementation and
cuslomization, These are caried at cost less accumulated amortization and accumulated impairment losses, if any.

Intangibles with finite useful lives are amorlized over useful economic life al rates specified in Note 7 lo these financial
statement using reducing balance method and assessed for impairment whenever there is indication that the intangible asset
may be impaired. In respect of additions and deletions of intangible assels during the year, amoriization is charged from the
month of acquisition and up to the month preceding the deletion, respectively.

Impairment of non-financial assets -

The carrying amounts of non-financial assets are assessed al each reporting date to ascertain whether there is any indication of
impaiment. If such an indication exists, the asset's recoverable amount is estimated to determine the extent of impaimment loss,
if any. An impairment loss is recognized, as an expense in the stalement of profit or loss. The recoverable amount is the higher
of an asset's fair value less cost to disposal and value in use. Value in use is ascertained through discounting of the estimated
future cash fiows using a pre tax discount rate that reflects current market assessments of the time value of money and the risk
specific fo the assets for which the estimate of future cash flows have not been adjusted. For the purpose of assessing
fmpaimment, assefs are grouped at the lowest levels for which there are separately identifiable cash flows (cash-generating

units).

An impairment loss is reversed if there is a change in the estimates used to determine the recoverable amount. An impairment
loss is reversed only to the extent that the asset's camying amount does not exceed the carmrying amount that would have been
determined, net of deprecialion or amortization, if no impaimnent loss had been recognized previously. Reversal of an
impairment loss is recognized immediately in the statement of profit or loss.

A lease liability is recognised at the commencement date of a lease. The lease liability is initially recognised at the present value
of the lease payments lo be made over the term of the lease, discounted using the interest rate implicit in the lease or, if thal
rate cannot be readily determined, the Company's incramental borrowing rale. Lease payments comprise of fixed payments less
any lease Incentives receivable, variable lease payments that depend on an index or a rate, amounts expected 1o be paid under
residual value guarantees, exercise price of a purchase oplion when the exercise of the option is reasonably certain lo oceur,
and any anficipated termination penalties. The variable lease payments that do not depend on an index or a rate are expensed
in the perod in which they are incurred.
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020

Lease liabilities are measured at amortised cost using the effective interest method. The camrying amounts are remeasured if
there is a change in the fallowing;

- future lease payments arising from a change in an index or a rale used;

- residual guarantee;

- lease term;

- certainty of a purchase option; and

- termination penalties.

When a lease liability is remeasured, an adjustment is made to the comesponding right-of use asset, or o profit or loss if the

carrying amount of the right-of-usa asset is fully written down.

The lease term is a significant component in the measurement of both the right-of-use asset and lease liabdity. Judgement is
exercised in delermining whether there is reasonable certainty that an option to extend the lease or purchase the underlying
asset will be exercised, or an option to terminate the lease will not be exercised, when ascertaining the periods to be included in
the lease term. In determining the lease term, all facts and circumstances that create an economical incentive to exercise an
extension option, or not to exercise a termination oplion, are considered al the lease commenceiment date. Factors considered
may include the importance of the asset to the Company's operations; comparison of ferms and conditions to prevailing market
rates; incurrence of significant penalfies; existence of significant leasehold improvements; and the costs and disruption to
replace the assel. The Company reassesses whether it is reasonably certain to exercise an extension option, or not to exercise
a termination option, if there Is a significant event or significant change in circumstances.

_:_l-':.5:-'=::5.'|.|:i:':;_. OITo rate- = = ; =
Where the interest rate implicit in & lease canno! be readily determined, an incremental borrowing rate is estimated to discount
future lease payments to measure the present value of the lease liability at the lease commencement date. Such a rate is based

on what the Company estimates it would have to pay to a thind party to borrow the funds necessary lo obtain an asset of a
similar value to the right-of-use asset, with similar terms, security and econamic environment,

A right-of-use assel Is recognised at the commencement date of a lease. The right-of-use assel is measured at cost, which
comprises the initial amount of the lease labilty, adjusted for, as applicable, any lease payments made at or before the
commencement date net of any lease incentives received, any initial direct costs incurred, and, except where included in the
cost of inventories, an eslimate of costs expected to be incured for dismantling and removing the underying assel, and
restoring the site or assel.

Right-of-use assel is depreciated over the unexpired period of the lease or the estimated ussful life of the asset, whichever is
the shorter. Where the Company expecls fo obtain ownership of the Right-of-use asset at the end of the lease term, the
depreciation is charged over its estimated useful life. Right-of use asset is subject to impairment or adjusted for any
remeasurement of the related lease liability.

-l -
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LAFCO (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2020

Initial measurement
The Company classifies its financial assets into following three categories:
- fair value through other comprehensive income (FVOCI);
- fair value through profit o loss {FVTPL); and
- measured at amortized cost.
A financial asset is initiafly measured al fair value plus transaction costs that are directly attributable to its acquisition, except
FVTPL which is measured at fair value.
Subsequent measurement
The subsequent measurement of financial assets depends on their classification, as follows:
Debt Investments at FYOC]
These assels are subsequently measured at fair value. Changes in fair value are recognized in other comprehensive income.
Interest / markup income calculated using the effective interest method, foreign exchange gains and losses and impairment are

recognized in the statement of profit or loss. On de-recognition, gains and losses accumulated in other comprehensive income
are reclassified to the statement of profit or loss.

Equity Investments at FVOCI

These assets are subsequenlly measured at fair value, Changes in fair value are recognized in other comprehensive income
and are never reclassified to the statement of profit or loss. Dividends are recognized as income in the statement of profit or loss
unless the dividend clearly represents a recovery of part of the cost of the investment.

Financial assets at FYTPL

These assels are subsequently measured at fair value. Net gains and losses, including any interest markup or dividend income,
are recognized in the statement of profit or loss,

These assels are subsequently measured at amortized cost using the effective interest melhod. The amortized cost is reduced
by impairment losses. Interest / markup income, foreign exchange gains and losses and impairment are recognized In the
stalement of profit or loss.

Non-derivative financial assets

All non-derivative financial assets are initially recognized on trade date i.e. date on which the Company becomes party to the
respective contractual provisions. Non-derivative financial assets comprise loans and receivables that are financial assels with

fixed or determinable payments that are not quoted in active markets and includes trade debts, advances, olher receivables and
cash and cash equivalents,

Derecognition

The Company derecegnizes the financial assets when the contractual rights to the cash flows from the assels expire or it
transfers the rights to receive the contractual cash flows in a transaction in which substantially all of the risk and rewards of
ownership of the financial assets are transferred or it neither transfers nor retain substantially all of the risks and rewards of
ownership and does not retain control over the transierrad assels.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020

Initial recognition
Financial fiabilities are classified in the following categories:
- fair value through profit or loss; and
- other financial liabilities.
The Company determines the classification of its financial liabiliies at initial recognition. All financial liabilities are recognized
initially at fair value and, in case of other financial liabifities also include directly attributable transaction costs.
Subsequent measurement
The subsequent measurement of financial iabilities depends on their classification, as follows:
Fair value through profit or loss
Financial liabilities at fair value through profit or loss include financial liabilities held-for-trading and financial liabilities
designaled upon initial recognition as being at fair value through profit or loss. The Company has not designated any
financial liabiiity upon recognition as being al fair value through profit or loss.

Other financial liabilities

After initial recognition, other financial liabilities which are interest bearing are subsequently measured at amortized cost
using the effective interest rate method. Gain and losses are recognized in statement of profit or loss, when the liabilities are
derecognized as well as through effective interest rate amortization process.

Derecognition
The Company derecognizes financial liabilities when and only when the Company's obligations are discharged, cancelled or
expire.

Offsetting of financial assets and financial liabilities .
Financial assets and financial liabilities are offset and the net amount Is reported in the financial statements only when the
Company has currently legally enforceable right to set-off the recognized amounts and the Company intends either to settie on
a net basis or to realise the assets and to sslfle the liabilities simultaneously. The legally enforceable right must not be
contingent on fulure events and must be enforceable in normal course of business and in the event of default, insolvency or

winding up of the Company or the counter pariias.

Impairment of fin;

The Company recognizes loss allowances for Expected Credit Losses (ECLs) in respect of financial assets measured at
amortized cost. The Company measures loss allowances at an amount equal to lifetime ECLs, except for the falkowing, which
are measured at 12-month ECLs;

- debt securities that are determined to have low credit risk at the reporting date; and

- other debt securities and bank balance for which credit risk (ie. the risk of default occurring over the expected lifis of the

financial instrument) has not increased significantly since initial recognition.
Loss allowances for receivables are always measured at an amount equal to lifetime ECLs. When determining whether the
credit risk of a financial asset has increased significantly since initial recognition and when estimating ECLs, the Company
considers reasonable and supportable information that is relevant and available without undue cost or efforl. This includes bath
quaniitative and qualitative information and analysis, based on the Company’s historical experience and informed credit
assessment and including forward-looking information,

(\N-'\
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020

The Company assumes that the credit risk on a financial asset has increased significantly if it is more than past due for a
reasonable period of time. Lifelime ECLs are the ECLs thal result from all possible default events over the expected life of a
financial instrument, 12-manth ECLs are the portion of ECLs that result from default events that are possible within the 12
manths after the reporting date (or a shorter period if the expected life of the instrument is less than 12 months). The maximum
period considered when estimating ECLs is the maximum confractual period over which the Company is exposed to credit risk.
Loss allowances for financial assets measured at amortized cost are deducted from the gross camying amount of the assets,
The gross carrying amount of a financial asset is written off when the Company has no reasonable expectations of recovenng of
a financial asset in its entirety or a portion thereof. The Company individually makes an assessment with respect to the timing
and amount of write-olf based on whether there is a reasonable expectation of recovery. The Company expects no significant
recovery from the amount written off. However, financial assets thal are written off could still be subject to enforcement activities
in order to comply with the Company's procedures for recovery of amounts due,

These are classified al ized cost and are Initially recognized when they are originated and measured at fair value of
consideration receivable. These assels are written off when there is no reasonable expectation of recovery. Actual credit loss
ewperience over past years is used to base the calculation of expected credit loss.

Cash and cash equivalenis are carried in the statement of financial position at cost. For the purpose of statement of cash flows,
cash and cash equivalents comprise cash in hand, cash with banks on current, saving and deposil accounts,

staff retirem £
Gratulty Scheme
The Company operates an approved defined contribution funded gratuity scheme for permanent employees. Under the scheme,
based on the graduated scale, the contributions are calculated with reference to last drawn salary of the employees and are
paid over to the Employees Gratuity Fund Trust.

Provisions are recognized in the statement of financial position when the Company has a legal or constructive obligation as a
result of past events and it is probable that an outflow of economics benefits will be required to selfle the obligation and a
reliable estimate can be made. However, provisions are reviewed at each reporting date and adjusted to reflect current best
estimate.

m Revenue re . o
Revenue is recognized at an amount that refiects the consideration to which the company is expected to be entitled in exchange
far transferring goods or senvices to a cuslomer. For this purpose, the company:
« identifies the contract with a customer;
« identifies the performance obligations in the contract;
+ defermines the transaction price which takes into account estimates of variable considaration, if any, and the time value of
+ allocates the transaction price fo the separate performance obligations, if applicable, on the basis of the relative stand-alone
selling price of each distinct good or service o be delivered, and
+ recognizes revenue when or as each performance obligation is satisfied in a manner that depicts the transfer of control of
the goods or services promised to the customer,
Determining the timing of the transfer of control — at a point in time or over time — requires judgement.
The Company generates its revenue principally by praviding toll collection and related services which generally include a single
performance obligation. Revenue is recognized on the following basis:
« Toll coflection income is recognized at a point in time on issuance of toll tickats, AV tags and smart cards.
Prafit on bank deposits is recognized on time proportionate basis.

=" -
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Provision of current taxation is based on taxable income at the current rate of taxation after taking into account applicable tax
cradits and tax rebates available under the law,

Deferred lax s provided using the liability method for all temporary differences at the reporting date between tax bases of assets
and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax asset is recognized for all deductible temporary differences and carry forward of unused tax losses, if any, to the
extent that it is probable that taxable profit will be available against which such temporary differences and tax losses can be
utilized.

Deferred tax assets and liabilifies are measured at the tax rates that are expected to apply to the period when the assel is
realized or the liability is seffled, based on tax rates that have been enacted or substantively enacted at the reporting date.

Deferred tax is charged or credited in the income statement, except in case of items credited or charged Io equity in which case
it Is included in equity,

Transaclions with related parties are camied out on amm's length basis. Prices for these transactions are determined on the
basis of comparable uncontrolled price methods which sets the price by reference to comparable goods and services sold in an
economically comparable market to a buyer un-relaled to the seller. i
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As at July 01, 2018
Cost 5,554,702 5,709,780 4747012 20,857,901 4,512,981 22.107 621 60,474,555 123,964 552
Accumulated depreciation : (3115359)  (3459,749)  (10,847.019)  (2557.865)  (10,497.977)  (50,266,851)  (AD,744820)
Met book value 5,554,702 2,504 421 1,287,263 10,010,882 1,955,116 11,608,644 10,207 704 43,219,732
Year ended June 30, 2019
Opening net book value 5,554,702 258442 1,267,263 10,010,882 1,955,116 11,600,644 10,207,704 43,219,732
Additions - - 100,000 979,900 396,200 697,050 6,220 2,179,370
Disposal
Cost - , - . - (140,000)  (5336382)  (5476,382)
Accumulated depreciation - - - - - 89,350 2,322,049 2411399
- - - - - (50,650) {3,014,333) (3,064 983)
Depreciation charged - (259,442) (160,505) (1,069,735} (220,832) (1,196,522 (1,562,850) (4,465 888)
Closing net book value 5,554,702 2334979 1,226,758 9.921,046 2130484 11,059,522 5,636,741 37,864,231
As at June 30, 2019
Cost 5,554,702 5,709,780 4 847012 21,837,801 4,909,181 22 664 BT1 55,144,393 120,667 540
Accumulated depreciation - {3,374,801) (3,620,254) (11,916,755) (2,778,6497) {11,605,148) (49,507 652) (82,803,309)
Net book value 5,554,702 2334879 1,226,758 9,921,046 2130484 11,050,522 5,636,741 37,864,231
Year ended June 30, 2020
Opening net book value 5,554,702 2334979 1,226,758 8,921,046 2130484 11,058,522 5,636,741 37,864,232
Additions - - 60,000 - - 863,626 - 923,626
Depreciation charged - (233,498) (165,599) (992,105) (213,048) (1,147,195) (1,127,348) (3,878,793)
Closing net book value 5,554,702 2,101 481 1,121,159 2,928,941 1,917 436 10,775,953 4,509,393 34,909,065
As at June 30, 2020
Cost 5,554,702 5,709,780 4,807,012 21,837 801 4,909,181 23,528,297 55,144,303 121,591,166
Accumulated depreciation - 13,608,299) {3,785,853) {12,908,860) {2,991,745) {12,752 344) (50,635,000) (86,682.101)
Net book value 5,554,702 2,101,481 1,121,158 3,923,941 1917436 10,775,953 4,509,393 34,809,065
Annual rate of depreciation - 10% 10% - 20% 105 10% 10% 20%
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e i
- Rupees  Rupees

Cost 1.008,526.805 1,008,526,805
Accumulated amortization (571592,343)  (524,571,130)

Written down value 6.1 437 934 462 484,955 675

68 Reconciliation of written down value
Opening balance 484 955 675 531,976,886
Amortization charge for the year

(47,021,213) (47,021,211)
437,934 462 484,955,675

“ These are amortized over the concession agreement term of 21.5 years, These assets were previously grouped under the head

of property and equipment as carriage way.

{ R INTANGIBLE ASS|
Computer Software
Cost 915,000 915,000
Accumuiated amortization (795,086) (765,108)
119,914 149 892
Reconciliation of written down value
Opening balance 149 892 187,365
Amortization charged during the year (28.978) (37.473)
119914 149 892
Amortization rate 20% 20%

Land and building

Cost 52,946,701 s
Accumulated depreciation (5,723,968) -

8.1 47222733 -
Reconciliation of written down value
Opening balance - -
Right of use assets recognized on initial application of IFRS 16 52,946,701 -
Depreciation charged during the year {5,723,968)

47,222,733

Lease term 9.25 years

These represent premises acquired under lease agreement from the Parent for offices. The remaining lease term is 8 years and

three months. The right to terminate lease by serving a 3 month notice is available to the Company, however, the Company is
reasonably certain not to exercise this right during the lease term.

(WA
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Considered good

Against rented premises 820,000 620,000
Far petrol, oil and lubricants 200,000 200,000
Against Utilities 542 756 542,756
1,562,756 1,562,756
Considered good

Advances
To related parties 101 526,100,628 558,002,385
For expenses : 101 9,077,601 3.462,300
Income tax 135,233,838 31,166,776
B70,412.067 592,631,461

| 104 Advances to related parties

Frontier works organization (FWO] - the Parent 10.1.1 531,724,228 558.001.171
IBEX, Construction (Private) Limited - Associated undertaking - 1,214

10.1.2 531,724,229 558,002,385

FA0AAY The advance is adjustable against the toll management fee.

- Maximum aggregate oulstanding balances due from related parties at the end of any month during the year were as under;

Frontier Works Organization (FWO) 680623601 1387311171
IBEX Construction (Private) Limited 1214 108,970

Term deposit - at amorized cost 11.1 335,000,000 335,000,000

[0 This is held with a Bank carrying retum at the average rate of 8.82% per annum (2019: 6.35% per annum) and is due to mature
on April 2021. Term deposit has been given as security against perfarmance guaraniee in favor of Secretary Communications &
Works Depariment, Government of Punjab {Refer Note 18.1),
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PASH M B AR
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Cash in hand 611,068 175,261
Cash at bank
in saving accounts 121 744,232 455 505.112.415
in current account 2,540 2,540

744,234,995 505,114,955
744,846,063 505,290,216

e year was 10.71% per annum (2019 9.50% per annum).

4217 Average rate of mark-up charged during th

434" Authorized share capital
120,000,000 ordinary shares of Rs.10/- each 1,200,000,000 1,200,000,000
(432" Issued, subscribed and paid-up :
120,000,000 ordinary shares of Rs. 10/- each fully paid in cash 1,200,000,000 1.200,000,000
[7433 Detail of share holdings is as follows: Number of shares
Frontier Works Organization - (the Parent) 77,9099 995 77,999,996
Khalid Rauf & Company (Private) Limited - (Associated company) 23999999 23,999,999
Habib Rafig (Private) Ltd, 11,899,999 11,999,939
Sachal Engineering Works (Private) Ltd, 5,999,999 5,898,998
Directors 7 7

120,000,000 120,000,000

Secured under markup arrangement
From banking company 141 271,000,000 827,000,000
Less: Current portion (271,000,000} (556,000,000

271,000,000

[TH83 The financing was obtained for first overlay of dual carriage way from Lahore to Faisalabad via Sheikhupura. The financing is
secured against hypothecation charge over present and future curent assets of the Company. It is subject to markup al thres
monihs KIBOR Plus B0 basis points per annum. The effective markup rate charged during the year ranges from 12.06% to
14.64% per annum (2019: 7.7% to 11.79% per annum). It is repayable in quarterly installments as under;

139,000,000 12 1 22017 30-08-2020
132,000,000 1 1 31-12-2020 -
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Lease liability 15.1 51,061,330 -
Less: Current portion (6,152,470) X
44,908,860 -

[T 1t represents land and building under lease (Refer Note 8.1). Lease liability has been recognized at the present value of the
remaining lease payments, discounted using the lessee's incremental borrowing rate of 7.83% per annum.

16 PROVISON FOR RESTORATION OF THE ARRIAGEWA
Opening balance 3,033,720,001 2,495,311,172

Payments made during the year - (587,311,171)
3,033,720001 1,908,000,001

Provisicn for the year 1,253,937 600 1,125,720,000

Closing balance 16.1 4,287,657,601 3,033,720,001

BT As per Cancession Agreement, the next struclural overlay is to be undertaken during the financial years 2024 and 2025, The
Company is recognizing provision in accordance with the requirements of IFRIC 12 - Service Concession Arrangements. On the
basis of expected cost of the overay as determined by an independent technical consultant,

Creditors 624,935 646,967
Accrued liabilities 3,019,034 8,664,832
Withholding income tax payable 2 855,669 14,705
Relenticn money payable 171 718312 1,442,754
Payable to gratuity fund 17.2 4429134 1,672,671
11,705,084 12441828
78 itincludes Nil (2019: Rs. 726,4421-) payable 1o an associated company.
[ 472" Payable to gratuity fund
Opening balance 1,672,671 7441029
Add: provision for the year 4429134 3,745,953
Less: payments made during the year (1.672,671) (9.518,311)
Closing balance 4429134 1672671

WA
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B Bank guarantee of Rs. 335 million (2019: Rs, 335 million) has been issued in favour of Communication & Works Depariment,
Government of Punjab, for performance as per terms of the Concession Agreement.(Refer Note 1.1)

Demand of income of Rs.80.354 milkon was raised by the tax department under section 122(4) read with section 122(5) of the
Income Tax Ordinance, 2001. Tax demand of Rs. 24,360 million was reversed by the Deputy Commissioner and the matter
related to tax demand of Rs. 55.984 million under section 113C of the Income Tax Ordinance, 2001 was deferred for the reason
that a pefition by the Company, challenging the applicability of section 113C of the Income Tax Ordinance, 2001 on the
Company, is pending before the Honourable High Court, Lahore. The Management is hopeful of favourable outcome.

P83 Demand of altemate corporate tax (ACT) under section 113(c) of the Income Tax Ordinance 2001, amounting to Rs. 68.52
million for the tax year 2014 not acknowledged in view of pending writ pelition in the Honorable Lahore High Court. The
company is claiming that Act is not applicabde on it. The Company deposited a post daled cheque amounting to Rs.55.70 milfion

with the court.
. Nete 2020 019
.  Rupees  Rupees
“ OTHER INCOME

Profit on short term investment 34,835,869 24,748,125
Profit on deposit accounts 113,625,004 39,276,785
Other income-issuance of NOCs 20,562,886 24,913,543
Gain on dispesal of property and equipment - 1,082,564

169,023,849 90,031,017
Toll management fee 201 734,049,104 748,701,601
Cash Management Division (CMD) commission 2,072,725 2,087,052
Insurance 663,565 435617
Vigilance and cleaning 6,742,409 4,646,308
Depreciation of right of use asset 8 5,723,968 -
Amortization of concession intangible assels 6 47,021,213 47,021,211
Maintenance and supervision 119,297,190 56,085,676
Afforestation 9,623,198 8,977,596
Other site expenses 5,450,856 6,012,264
Provision for restoration of the camageway 20.2 1,253,937 600 1,126,720,000
Other foll collection expenses 28,711.425 31,764 406

2,211,293.253 2,031,451,731

[R2045 This represents Operation and Management (O&M) service charges, as per Operation and Management Agreement (OMA)
signed between the Company and its parent, Frontier Works Organization,

m This is being provided for restoration of the carmiage way which is to be undertaken during the financial year 2024 and
2025.(Refer Note 16.1).

N\,«.
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Saleries and allowances 2141 28,772,284 31,254,766

Rent, rates and taxes 77,090 1,008,742
Travelling and conveyance 783,400 950,927
Printing and stationery 628,332 503,846
Communication 498,692 595,002

Advertisement 170,000 -
Auditors’ remuneration 212 659,803 649 540
Legal and professional charges 1,615,000 1,565,000
Fee and subscription 21,268 15,347
Repairs and maintenance 359978 9045511
Entedainment 1,747 662 1,928,234
Wehicle running and maintenance ' 2,623,391 3,007,008
Utififies 1,125,808 1,769,847
Insurance 1465334 1,216,087
Amortization of the intangible asset 7 20,978 37473
Depreciation of property and equipment 5 3,878,793 4,469,888
Miscellanaous expenses 590,120 37
46,087,043 58,334,989

2T This includes staff retirement benefits amounting to Rs. 4,429,134/- (2019: Rs. 3,749,953/-).
[ 020 [ =209 —
. Rupees  Rupees
7212 Auditors’ remuneration

Audit fees 563,273 530,200
Certification fee 146,530 119,340
699,803 649,540

Mark-up on leng term financing 86,080,284 114,827,312
Finance cost on lease fiability 3922629 -
Bank charges and commission 1,725,393 1,683,333

91,708,306 116,510,645

Current tax
For the year 212,878,657 22,863,574
For prior years (57,288,221) -
155,691,436 22,863,574
NV
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(=== ===t
. Rupees  Rupees
{7234 Relationship between accounting profit and tax expense
Loss before provision for taxation (410,885,920)
Tax an accounting profit at the applicable tax rate of 26% (119,156,917) =
Tax effect of :
Expenses that are inadmissible in determining taxable profit 381,200,112
Expenses that are admissible in determining taxable profit (22,034,128)
Unadjusted losses - brought forward {1,804,855)
Minimum tax credils (25,233,755) -
Prior year tax income (57,288,221) =
155,691,436 -

[FZ32 7 Relationship betwean accounting loss and tax expense has not been presented in financial year 2019 as the income of the
Company is subject to minimum tax under section 113 of the Income Tax Ordinance, 2001,

2358 Deferred tax asset of Rs. 1,415 million (2019: Rs. 983 million) has not been recognized in these financial statements in view of

uncertain future results. Break up of unrecognized deferred tax asset is as under.

Deduchible temporary differences - net 1,415.416,615 929 124 515

Unused tax losses - 51,540,544

Unused tax credits - 2,370,181
1,415.416,615 983,044,240

Total number of employees at year end S0 53

Average number of emplayees for the year 49 53

The Company in the normal course of business carries out fransactions with various relaled parties which comprise of the
Parent, Associated Companies, Chief Executive Officer and Directors. Detall of transactions with related parties, which are not
specifically disclosed elsewhere in these financial statements, are as follows:

oW w18

 Rupees  Rupees
Frontier Works Organization  |Payment of 41.5% of toll receipts 734,048,104 748,701,601
{ihe Parent - 64.99% Payment of electricity share 6,855,287 4,512,805
shareholding)
Khalid Rauf & Co. (Pvt) Lid.  |Payment for road repair and maintenance 114,404 110 63,825,660
(Associate - 19.99% Payment for retention maney 142134 -
shareholding)

=
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EX Construction (Pvt.) Ltd.
(Associate by virtue of
comman ownership of the
Parent}

Prime (Private) Lid.

(Associate by virtue of ]
comman ownership of the Receipts for expenditure share 222 562

Parent)

Repayment of liability 7641 182,930

IPmt emplayment benefits plan |Contribution for the year 8,858,268 7,499,806

The Company finances iis operations through the mix of equity, debt and working capital management with a view to maintain
an appropriate mix between various sources of finance to minimize risk. The overall risk management is carried out by the
firance department under oversight of the Board of Direclors in ine with the policies approved by the Board.

[ eNote: = [ === E=200 =
| Rupees | Rupees

Financial assets at amortized cost :
Long term deposits 9 1,562,756 1,562,756
Short term investment 1 335,000,000 335,000,000
Profit on shorl tem investment 8,358,250 8,793,750
Cash and bank balances 12 744,846,063 505,290,216

1,089,767,069 850,646,722

Financial liabilities at amortized cost :

Long term financing 14 271,000,000 827,000,000
Lease liability 15 51,061,330 -
Provision for restoration of the carriageway 16 4,287,657 801 3,033,720,001
Trade and ather payables 17 4,420,281 10,754,553
' 4,614.139.212 3871474554

The Company’s activiies expose it to a variely of financial risks (credit risk, liquidity risk and market risk). Risks measured and
managed by the Company are explained below !

%
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Credil risk represents the accounting loss that would be recognized at the reporting dale if counter parties failed completely lo
perform as contracted. The maximum exposure to credit risk at the reporting date is as follows:

o Nete | 2m0 | 2009

| Rupees  Rupees

Long term deposits g 1,562,756 1,562,756
Shortterm investment 1t 335000000 335,000,000
Profit on shortterm investment 8,368,250 8,793,750
Cash at bank 12 744234995 505114956

1,088,156,001 B50.471.461

Due to Company's long standing relations with other counterparties and after giving due consideration to their financial standing,
the management does not expect non performance by these counter parties on their obligations to the Company.

The credit risk exposure is limited in respect of short term investment, profit on shoet term Investment and bank balances as
these are placed with / recefvable from local banks having good credit rating.

LIDITY RISK

Liquidity risk is the risk that an entity will encounter difficully in meeting oblfigations associated with financial liabilities. The
Company's approach to manage liquidity risk is to maintain sufficient level of liquidity by holding highly liquid assets and
maintaining adequate reserve borrowing faciiies. This includes maintenance of statement of financial posilion liquidity ratios
through working capital management. Following are the contractual maturities of financial liabilities.

Financial Liabilities

Long term financing 271,000,000 271,000,000 271,000,000 - -

Lease liability 51,061,330 51,061,330 6,152.470 32,670,150 12,238,710

Provision for restoration of the

carmageway 4,287 657,601 4,287 657601 - 4,287 657 601

Trade and other payables 4,420,281 4,420,281 4,420,281 - -
4614139212 4614139212 281572751 4,320,327 151 12,238,710

NV~
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Financial Liabilities

Long term financing 827,000,000 827,000,000 278,000,000 271,000,000 -
Provision for restoration of the

carriageway 3,033,720,001  3,033,720,001 - - 3,033,720,001
Trade and other payables 10,754,553 10,754,553 10,754,553 -

3871474554  3BT1474554 288754553 271,000,000 3,033,720,001

The Company has liquid assets of Rs. 1,088.2 million (2019: Rs. 849.08 million) as at the reporting date and financial support
from the Parent to manage the liquidity risk.

Interest rate risk )
Interest rate risk is the risk that the fair value or fulure cash flows of a financial instrument will fluctuate because of changes in
markel inlerest rates,

Majority of interes! rate risk arises from leng term financing . The interest rate profile of the Company's interest bearing financial
instruments is presented in relevant notes to the financial statements.

Sensitivity to interest rate risk anses from mismatches of financial assets and financial liabilities 1hat mature or reprice in a given
period, The Company manages these mismatches through risk management strategies where significant changes in gap
position can be adjusted.

The Company does not account for any fixed rate financial assets and liabilities at fair value through profit or loss, therefore a
change in interest rates at the reporting date would not affect staterent of profit or loss,

Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument, will flucluate because of changss in
foreign exchange rales. Foreign curency risk arises mainly where receivables and payables exist due 1o foreign currency
transactions. The Company is not exposed to curmency risk,

Equity price risk
Trading and investing in quoted equity securilies give rise to equity price risk. The Company is not exposed to equily price risk.

B AT T IS M Eh A
AR WAL S OF 1) A

The carrying values of all the financial assets and financial liabilities reporled in the financial stalements approximate their fair
values.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date.
AL B K AAGENET

m CAPITAL R

The Company's objectives when managing capital are to safeguard the Company’s ability to continue as a going concem, sa
that it can cantinue to provide retums for shareholders and benefits for other stakeholders and to maintain an optimal capital
structure to reduce the cost of capital. In order to maintain or adjust the capital structure, the Company may obtain | repay
financing from / to Frontier Works Organization (FWO),

ol UMENTS

o
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The Company manages its capital by monitoring return on net assels and makes adjustments to it in the light of changes in
economic conditions. In order to maintain or adjust the capital structure, the Company may adjust the amount by issue of new
ghares The Company also monitors capital using a gearing ratio, which is net debt less cash and bank balances. Capital
signifies equity as shown in the statement of financial position plus net debt

The Company is exposed to capital risk as it has negative eguily of Rs. 2,494.43 million (2019: Rs. 1927.85 milion), as at the
year end.

Due o provision of Rs. 4,287.66 million (2019: Rs. 3,033.72 million) in respect of restoration of the carriage way which Is to be
underiaken during the financial year 2024 and 2025 as per terms of the concession agreement (Refer Note 15). The Company
will manage Ihe capital risk through generation of profits in future and injection of funds as equity on loan from the Parent in the
coming years, if needed.

Figures have been rounded off to the nearest Rupees.

RO 6\“'”%

CHIEF uTi ICER ' DIRECTOR
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