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Opinion

We have audited the annexed financial statements of LAFCO (Private) Limited (the Company), which comprise the
statement of financial posiion as at June 30, 2021 and the statement of profit or loss, the statement of
comprehensive income, the statement of changes in equity, the statement of cash flows for the year then ended, and
notes to the financial statements, including a summary of significant accounting policies and other explanatory
information, and we state that we have obtained all the information and explanations which, to the best of our
knowledge and belief, were necessary for the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given fo us, the statement of
financial position, the statement of profit or loss, the statement of comprehensive income, the statement of changes
in equity and the statement of cash flows together with the notes forming part thereof conform with the accounting
and reporting standards as applicable in Pakistan and give the information required by the Companies Act, 2017
(XIX of 2017), in the manner so required and respectively give a true and fair view of the state of the Company's
affairs as at June 30, 2021 and of the profit, total comprehensive income, the changes in equity and its cash flows
for the year then ended.

Basis for Opinion

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

Material Uncertainty Relating to Geing Concern

Note 1.3 to the financial statements indicates that the Company has incurred loss in prior periods and, as on the
reporting date, its equity is negalive by Rs. 1,784.93 million (2020: Rs. 2,494.43 million). As per terms of the
concession agreement the Company has to incur a major cost for restoration of the carriageway in 2024 and 2025.
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 concem. Our opinion is not modified with respect to this matter,
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Information Other than the Financial Statements and Auditors' Report Thereon

Management is responsible for the other information. The other information comprises the information included in
the directors' report, but does not include the financial statements of the company and our auditors report thereon,

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

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

Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
the accounting and reporting standards as applicable in Pakistan and the requirements of Companies Act, 2017 (XIX
of 2017) and 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 concem, disclosing, as applicable, matters related to going concem and using the going concemn basis of
accounting unless management either intends to liquidate 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 misstatement, whether due to fraud or error, and to issue an auditors' report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with 1SAs as applicable in Pakistan will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

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

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

« Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an apinion on the effectiveness of
the Company's intemal control,
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= Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and refated disclosures made by management.

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

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

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

statement of changes in equity and the statement of cash flows together with the notes thereon have been drawn
up in conformity with the Companies Act, 2017 (XIX of 2017) and are in agreement with the books of account and

retumns;

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

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

The engagement partner on the audit resulting in this independent auditors’ report is Inam ul Haque.

RSM AVAIS MAN
CHARTERED ACCOUNTANTS,
Place: Lahore

Date: 7 OCT 207)



LAFCO (PRIVATE) LIMITED

Director's Report with Annual Account as on 30
June - 2021.

on the behalf of board of Directors, I am pleased to present the

19" Annual Report of LAFCO (Private) Limited along with the

Audited Financial Statements and Auditor's Report thereon for the

year ended June 30, 2021,

The ECONOMY

Pakistan's economy faced unprecedented challenges during fiscal

year 2021:-

° Severe macroeconomic crisis

L 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 1is unappropriated loss
of Rs 2,984,924,544 as on June 30, 2021, but there iz 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, 2021 June 30, 2020 }
<Rupeas> <Rupees>

Gross Revenue 2,287,892,376 rl,gss,zoz,sﬁz
J,___ |

Operating Cost 1,719,721,693 2,211,293,253 ]

= |
Gross Profit [ (Loss) 568,170,683 (273,090,571} l
L o | _ |
Bdministrative expenses ] 45,449, 807 46,087,043
[Finan:e Cost J[_ 12,470,712 " 91,708,306
Operating Profit ;’{Luu:J—H\ 510,250,164 (410,885, 920) h
N—=72 Ditects hutiak
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The following graph describes the five years summary of profit/

{Losses) before tax.

PROFIT / (LOSS) BEFORE TAX
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Human Resource Management

Human resource of the company is 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 regulations and
consistent with the Company's own internal policies. It is also
responsible to assess the effectiveness of internal contrels and
report on them to the Board.

The management ensures the effectiveness and efficiency of the
internal control system by identifying control objectives,
devising and reviewing appropriate policies and procedures and
establishing 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 1is also
cognizant of its responsibility of putting a system in place for
the authentication of transactions, strengthening of contrel
environment, and identifying the areas requiring improvements and

devising appropriate remedial actions on a timely basis.
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LAFCO (PRIVATE) LIMITED

STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2021

[ Notel 3_ )
ASSETS
NON CURRENT ASSETS
Property and equipment 5 32,046,860 34,909,065
Concession intangible assets i} 390,913,250 437,934 462
Other intangible assel 7 95,931 119,914
Right of use assels 8 41,498,765 47,222,733
Long term deposits 8 1,562,756 1,562,756
Deferred tax asset 10 500,000,000 -
956,117,562 521,748,930
CURRENT ASSETS
Loans and advances " 346,263,232 670,412,067
Short term prepayments 1,700,335 1,222,975
Short term investment 12 335,000,000 335,000,000
Praofit an short term investment 6,507,375 8,358,250
Income tax refunds due from Government 5,702,696 58,388,569
Cash and bank balances 13 1,733,464,403 || 744,846,063
2,428,638,041 1,818,227,924
3,394,755,603  2,339,976,854
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVE
Authorized share capital 14 1,200,000,000 1,200,000,000
Issued, subscribed and paid up capital 14 1,200,000,000 1,200,000,000
Accumulated loss (2,984,924 544) (3,694,426,818)
(1,784,924 544)  (2,494,426,818)
NON CURRENT LIABILITIES
Lease liability 15 41,657,505 44,908,860
Provision for restoration of the carriageway 16 4,815,052 680 4,287 657,601
4,856,710,185 4,332 566,461
CURRENT LIABILITIES
Accrued and other liabilities 17 9,191,849 11,705,084
Current portion of long term financing = 271,000,000
Current portion of lease liabilities 15 13,156,517 6,152,470
Provision for taxation - Income tax 300,621,596 212,979,657
322,969,962 501,837,211
CONTINGENCIES 18 — -
3,394,755,603 2,339,976,854
The annexed notes forf an infegral part of these financial statements.
* VAR E/ s
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LAFCO/(PRIVATE) LIMITED
STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED JUNE30, 2021

Income from operations - Toll receipts 2,155,885,502 1,769,178,833
Other Income 19 132,006,874 169,023,849
2,287 892 376 1,938,202 682
Operating expenses 20 1,192,326,614 957,355,652
Provision for restoration of the carriageway 527,395,079 1,253,937 ,600
Administrative and general expenses 21 45,449 807 46,087 044
Finance cost 22 12,470,712 91,708,306
1,777,642,212 2,349,088,602
Profit / {Loss) for the year before taxation 510,250,164 (410,885,920)
Provision for taxation 23 (199,252,110 155,691 436
Profit / (Loss) for the year 709,502,274 (566,577,356)

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

# N
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LAFCO (PRIVATE) LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE'30, 2021

BT g

 Rupees || Rupess
Profil / (Loss) for the year 708,502,274 (566,577,356)
Other comprehensive income for the year 2 -
Total comprehensive Income / (loss) for the year 709,502,274 (566,577 ,356)

The annexed notes form an infegral part of these financial stafements.

ST Tt T
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LAFCO (PRIVATE) LIMITED'

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2021

1‘?‘?"‘{1 BT,
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Balance as at July 01, 2019 1,200,000,000 (3,127 849,462} (1,927,849 462)
Total comprehensive (loss) for the year

{Loss) for the year - (566,577,356) (566,577 ,356)
Other comprehensive income for the year . . 1

(566,577,356) (566,577 ,356)

Balance as at June 30, 2020 1,200,000,000 (3,694 426,818) (2.494,426,818)
Total comprehensive Income for the year

Profit for the year - 709,502,274 709,502 274

Other comprehensive income for the year - . -

709,502,274 709,502,274
Balance as at June 30, 2021 __1,200,000,000 _ (2,984,924,544) (1,784,924 544)
The annexed notes form anintegral part of these financial statements.
J
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LAFCO (PRIVATE) LIMITED
STATEMENT OF CASH FLOWS
FORTHE YEAR ENDED JUNE 30, 2021

Cash flows from operating activities

Profit / (Loss) for the year before taxation 510,250,164 (410,885,920)
Adjustments for non cash / non operaling items:
Depreciation 9,179,623 9,602,762
Amortization 47,045,195 47,051,190
Provision for restoration of the camageway 527,395,079 1,253,937,600
Finance costs 12,470,712 91,708,306
Provision for gratuity 2,375,920 4429134
Profit on short term investment / deposit accounts (102,441,650)|| (113,625,094)
496,024,879 1,293,103,898
Operaling cash flows before working capital changes 1,006,275,043 882,217,978
Working capital changes:
(Increase) / decrease in current assels:
Loans and advances 499,403,046 26,286,456
Short term prepayments (477 ,360) 350,593
Decrease in current liabilities:
Accrued and other liabilities (460,021) (3,493,308)
498,465,665 23,143,741
Met cash generated from operalions 1,504,740,708 905,361,719
Income tax paid (335,674,289 (127 676,492)
Gratuity paid (4,429,134) (1.672,671)
Finance cost paid (8,718,020) (87,785,677)
Met cash generated from operating activities (A ) 1,155,919,265 688,226,879
Cash flows from investing activities
Capital expenditure paid (593,450 (923,626)
Profit received on bank deposits and short term investment 104,292,525 114,060,594
Net cash generated from investing activities (B ) 103,699,075 113,136,968
Cash flows from financing activities
Lease liabilities paid - (5,808,000
Repayment of lang term financing (271,000,000) (556,000,000
Net cash (used in) financing activities [ C ) (271,000,000) (561,808,000)
Net increase in cash and cash equivalents during the year (A + B + C) 088,618,340 239,555,847
Cash and cash equivalents at the beginning of the year 744,846,063 505,290,216
Cash and cash equivalents at the end of the year 1,733,464 403 744 846,063
The annexed noles form an integral part of these financial statements.
oyaet- P
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LAFCO (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30,2021

1 COMPANY AND ITS OPERATIONS

||| LAFCO (Private) Limited (the Cumpany} was |murpnrswed ln Pak:stan on th .lul:,' 2[:1]'2 as a lealn LJm|led Cumpany um:tar
the repealed Companies Ordinance 1984, The registered Office of the Company s localed al Cld Toll Plaza Bullding, 11-KM

Sheikhupura Road, Sharif Park, Kol Abdul Malik, Lahore in the province of Punjab. The Company is currenlly engaged in
only one project comprising the conslruction and maintenance of Lahore, Sheikhupura and Faisalabad dual cariage way for
the concession period of 25 years on Build Operate Transfer (BOT) basis under Concession Agreemenl wilh Government of
Punjab (the Government) signed on Seplember 30, 2003. The Company cannol engage iself into any aclivilies other than
those agreed upon in the concession agreement. Significant terms of the concession agréement 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 praclice, including

periodic malntenance, heavy repairs, slructural 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 lo carry out periodic maintenance

and structural overlays and charge of tolls in excess of agreement.

If the Company defaults on ils loans and is unable to rectify the same, then the Governmenl may terminale the Concession
and give possessian of the Projact ta Ihe lenders.

= At the end of the expiry period, the Company shall transfer lo the Governmenl, all immaovable and moveable assels.
* Lenders rights & security will remain un-affected by the transfer lo the Government.
- The Company must insure highway, toll plaza, signs, guard ralls elc against loss from breakdown, damage or destruction

from such risks as shall be prudent in accordance with industry practice,

1.2 The Company is a subsidiary of M/s Frontier Works Organization (FWO) ('the Parent’).

54437 | The Company has incurred loss in prior periods and, as on the reporting date, its equily is negative by Rs. 1,784.93 million

[
[
K
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(2020: Rs. 2,494.43 million), As per terms of the concession agreemenl, the Company has lo incur a major cosl for
restoration of the cariageway in 2024 and 2025 (Refer MNote 16). These events and condilions indicate the existence of
material uncerainty which may cast significant doubt on the Company's abilily 1o continue as a going concem, therefore, Il
may not be able lo realize its assets and discharge its liabilities in the normal Gourse of business,

The Company is not facing any financial or operational problem and is meeling all its liabllities on their due dales. The loss
was incurred in prior years mainly due lo the provision for restoration of the camageway which is lo be undertaken during the
financial years 2024 and 2025. Profit for the year before provision for restoration comes lo Rs. 1,236.9 million {2020: Rs.
687.36 million). The Company will be able to generate encugh funds to meet its obligation of restoration of the camiageway
and may also resort to the Parent in case of any shortage of funds, which shortage is highly unlikely though. Considering
these factors, the management is confident thal the Company will be able to conlinue as a going concern,

T2 STATEMENT OFGOMPLIANCE Y = i e s

Thesa financial stalements have been prepared in accordance with the accounting and rap-mhng s!,andaﬂ:ls as applmahla iri
Pakistan. The accounting and reporting standards applicable in Pakistan comprise:
« Intemational Financial Reporting Slandards (IFRS Standards) issued by the Intemational Accounting Standards
Board (IASB) as notified under the Companies Act, 2017, and

«  Provisions 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 directives issued under the Companigs Act, 2017 have been followed.

q'h TIFAR
E 'J.'|

These financial statements have been prepared under the histarical cost convention,

= S T Y
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2021

|22 Functional and presentation currency LRSS =
These financial statements have been pfesenied in F'aluslam Rupeas whlch Es the Company’s funmunal and pmsantanun
currency.

S e oot A A TR R e e R S S e
The preparation of financial statements In Dﬂﬂlﬂmlll'y' wllh appIWBd mLmlmg standards requires the management to msﬁ:a
judgments, estimates and assumptions that affect the application of policies and reported amounts of assets and liabililies,
income and expenses. The estimales and associated assumptions and judgments are based on historical experience and
various olher faclors (hal are believed fo be reasonable under the circumslances, the result of which form the basis of
making the judgments about carrying values of assets and liabilities that are not readily apparent from other sources. Actual
resulls may differ from these estimates,

The eslimales and underlying assumptions are reviewed on an ongoing 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 period of revision
and fulure periods 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 Ihe accounting policies, are as
+  Useful life and depreciation of properly, plant and equipment.

Useful life and amortization of intangibles.

Leases

Employees retirement benefits,

Provision for laxation.

Provision for restoration of cariageway.

| STANDARDS AWENDNENTS TO STANDARDS ANDINTERPRETATION
i B Shﬁdimgglﬁgﬁdmnnti o standards and Interpretations. sctive in clirrent;
The following standards, amandman!s to standards and mterp-‘er,a.lmns have h'EﬂI!l affechva and are mandalory for rnamial
slatements of the Company for the periods beginning on or afler July 01, 2020 and therefore, have been applied in preparing
these financial slalements,

. IFRS 16 - Leases
The 1A5B has published 'Covid-19-Relaled Rent Concessions (Amendment to IFRS 16)' amending the standard to provide
lessees with an exemption from assessing whether a COVID-19-related rent concession is a lease modification.
Concurrently, the IASE also published a proposed Taxonomy Update to reflect this amendment,

The amendments became applicable for annual periods beginning on or after 1 January 2020,
The application of these amendments has no impact on the Company’s financial statements,

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

The amendments deal wilh 'Interest Rate Benchmark Reform (Amendments to IFRS 9, IAS 39 and IFRS 7) as IASB's firs!
reaction to the potential effects of the IBOR reform on financial reparting. It deals with issues affecting financial reporing in
the period before the replacement of an existing interest rate benchmark with an altemative interest rate and address the
implications for specific hedge accounting requirements. The amendments became effective for annual periods beginning on
or after 1 January 2020

The application of these amendments has no impact on the Company's financial statements,

32| Standards, amendments fo standards and interpretations becoming effective In current period but not relevant
There are cerfain new standards, amendments lo standards and interprelations that became effeclive during the year and
are mandatory for accounting periods of the Company beginning on or after July 01, 2020 but are considered not 1o be
relevant lo the Company's operations and are, therefors, not disclosed in these financial statements.

x> -9
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LAFCO

(PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2021

33 | Standards, amendnants to standards and Interpretations becoming effectf

ctivein filireperiods

ol b =

The following standards, amendments to standards and interpretations have been publish “aru:l are mand for Ihe
Company’s accounting periods beginning on or afler their respective effective dates.
IFRS 16 - Leases

The IASB has published ‘Covid-19 - Related Rent Concessions beyond 30 June 2021 (Amendment to IFRS 16 that

extends, by one year, the May 2020 amendment that provides lessees with an exemplion from assessing whelher a

COVID-19-related rent concession is a lease modification.

Application of these amendments is not expected to have any significant impact on the Company's financial statements.
Annual Improvements to IFRS Standards 2018-2020 Cycle

The IASB has issued ‘Annual Improvements to IFRS Standards 2018-2020'. The pronouncement conlains amendments lo
the following Financial Reporting Standards (IFRSs) as result of the 1ASB's annual Improvements project.

IFRS @ Financial Insiruments - Fees in the ‘10 per cent’ test for derecognition of financial liabilities. The amendment clarifies
which fees an entity includes when it applies the '10 per cent’ tesl in assessing whether to derecognise a financial liability. An
entity includes only fees paid or received between the entily (the barrower) and the lender, including fees paid or received by
gllher the entity or the lender on Lhe other's behall.

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

IAS 41 Agriculture - The amendment removes the requirement in paragraph 22 of 1AS 41 for entitles to exclude taxation cash
flows when measuring the fair value of a biological asset using a present value technique. This will ensure consistency with
the requirements in IFRS 13,

The amendments are applicable for annual periods beginning on or after 1 January 2022. Application of these amendments
is not expected to have any significant impact on the Company's financial statements.

IAS 16 - Property, Plant and Equipment

The IASB has published ‘Property, Plant and Equipment — Proceeds before Intended Use (Amendments to 1AS 16}
regarding proceeds from selling items produced while bringing an asset into the location and condition necessary for it to be
capable of operating in the manner intended by management,

The standard to prohibit deducting from Ihe 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 enlity recognises the proceeds from selling such items, and the cost of producing
those items, in profil or loss.

The amendments are applicable for annual periods beginning on or after 1 January 2022. An enlity applies the amendments
retrospectively only to items of property, plant and equipment that are brought to the location and condilion necessary for
them to be capable of operating in the manner intended by management on o afler the beginning of the earliest period
presented in the financial statements in which the enlity first applies the amendments, Application of these amendments is
not expected to have any significant impact on the Company's financlal statements.

IAS 1 — Presentation of Financial Statements and I1AS § - Accounting Policies, Changes in Accounting Estimates
and Errors

The IASB has issued ‘Disclosure of Accounting Policies (Amendments to 1AS 1 and IFRS Practice Statement 2 wilh
amendments thal are intended to help preparers in deciding which accounting policies to disclose in their financial
statements in the followdng ways:

- an enlity is now required to disclose its material accounting policy information instead of its significant accounting policies,
- several paragraphs are added to explain how an entity can idenlify material accounting palicy information and lo give

examples of when accounting policy information is likely lo be material,
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- Ihe amerdments clarify thal accounting policy Inlumhalm may be matesial because of its nature, even it the related amounts

are immalerial.
- Ihe amentdments clarily thal accounting policy information is material if users of an endily’s financial stalements would need it

to understand olher material information in the financial statements; and

- Ihe amendments clarify that if an entily discloses immaterial accounting policy information, such Information shall not
obecure malerial accounting policy information.
In addition, IFRS Praclice Statement 2 has been emended by adding guidance and examples to explain and demonsirate
the application of the ‘four-step matarialily process’ lo accounling policy Information in order to suppott the amendments to
IAS 1,
The amendments to IAS 1 are effective for annual periods beginning on or after 1 January 2023. Earlier application is
permitied. Once the enfily applies the amendments o IAS 1, it is also permitied lo apply the amendments to IFRS Practice
Statemenl 2. The managemenl is in lhe process of assessing impacl of these standards/amendments on the financial
stalements of the company.,

. IFRS 9 - Financial Instruments; IAS 39 - Financial Instruments: Recognition and Measurement; IFRS 7: Financial
Instruments, Disclosures; IFRS 4: Insurance Contracts and IFRS 16: Leases

The Intemational Accounting Standards Board (IASB) has published 'Interest Rate Benchmark Reform — Phase 2 wilh
amendments that address issues thal might affect financial reporting afler the reform of an interest rate benchmark, including
its replacement wilh allemative benchmark rales. The amendments are cffective for annual periods beginning on after 1
january 2021, with earlier applicalion permitted . The amendments are not expected o have any impact on lhe financial
stalements of the Company.

. IAS 12 - Incoma Taxes

The 1AS8 has published 'Deferred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments Lo
1AS 12} that clarify how companies account for deferred tax on transacfions such as leases and decommissioning
obligations. Accordingly, the initial recognition exemplion, provided in 1AS 12.15(b) and IAS 12.24, does not apply to
fransaclions in which equal amounts of deductible and taxable temporary differences arise on initial recognition. The
amendments are effective for annual reporting periods beginning on or after 1 Junuary 2023,

Application of these amendments is not expected to have any significant impact on the Company's financial stalements,
| 34 Standards, amendments to standards and Interpretations bacoming effective in futiire period hut nol retevant .~

There are certain new standards, amendments to standands and |!:tarprslal|ans that are effective from different fulure pmnds
but are considerad not to be relevant to the Company's operalions, marafnre not disclosed ln lhesa fi nancual statements.

. %5 Stndards issued by IASB but ot applicable fn Pakistan RN
Following new standards have heen issued by IASB which are yel to be notified by the SECF‘ for purpose of applicability in

Pakistan:
IFRS 1 - Firsl-time adoption of Internalional Financial Reporting Standards
IFRS 17 - Insurance Contracls
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Tl'b&ae are stal.ed at -:nsl !eas accummated deprecialion and accumulated impairement losses, il any, excepl for imuhuld Fand

which s staled at cost less accumulated impairment losses, if any.

Depreciation is charged to profit and loss at rates specified in Nole 5 o these financial slatement using the reducing balance

method.

Depreciation on additions |s 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 olf. Assets residual values, useful lives and depreciafion rates are reviowed, and

adjusted, if appropriate al each reporting dale.

Maintenance end normal repairs are charged to slatement of profit or loss as and when incurred, while major renewals and

improvements are capilalized. The gain or loss on disposal or retiremenl of an assel represented by the difference between

Ihe sale proceeds and the camrying amount of the asset is recognized as an income or expense.
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| 44.2 | Capital work in progr

Capital work-in-process represents expendllura an ﬁ:ad asaals |n t‘I‘u& course of mnshnchﬁn Transfers are made lo relevant
lived assels calegory as and when assets are available for use. Capital work-in-process is stated al cosl.

I

42 Intanglbleassets

- 421 Concession intangible assets 3 HEST
Concession intangible assels mmaspﬂnd 1o lha righi of Iha cmmslan holder to bill users of a public semﬁ:ﬂ in ratum for
construclion services provided by il to the concession grantor under public service contracts in accordance with IFRS 12 -
Sanvice Concession Arrangement,
The concession inangible asset is recognised al construction cost of the concession infrastruclure less amortization and
impairment, if any. It is amortized over the Concession Agreement term in accordance with an appropriate method reflecting
ihe rate of consumplion of the concession assel's economic benefits as from lhe date of completion of the concession

infrastruciure.

| 422 Other intangible assets L TN T o e
Expenditure incurred 1o acquire computer software are capitalized as intangible assets and stated at cost, which mpﬂses
purchase price, non refundable purchase laxes and the directly attributable expenditures in relation to their implementation

and customizalion. These are carred at cost less accumulated amorlizalion and accumulated impaiment losses, if any.

Intangibles with finite useful lives are amortized over useful economic life al rates specified in Nole 7 o lhese financial
statement using reducing balance method and assessed for impairment whenever there is indication fhat the intangible asset
may be impaired. In respect of additions and delefions of intangible assels during the perod, amortization is charged from

the month of acquisition and up te the menth preceding the deletion, respectively,

. 43 Impaiment of nondfinancial assets i

The carrying amounts of non-financial aas&ls are assessed al eax:i't reporling dale to asuertam whether there is any
Indication of impairment, If such an indication exists, the assel's recoverable amounl is eslimated to determing the extent of
impairment loss, if any. An impairment loss is recognized, as an expense in the stalemenl of profil or loss, The recoverable
amounl is the higher of an asset’s fair value less cost to disposal and value in use. Value in use is ascerlained through
discounting of the estimated fulure cash flows using a pre {ax discount rale that reflects current market assessmenis of the
lime value of money and the risk specific to the assels for which the eslimate of future cash flows have nol been adjusted.
For the purpose of assessing impairment, assets are grouped at ihe lowest levels for which there are separalely identifiable
cash flows (cash-generating unils),
An impairment loss Is reversed if there is a change in the estimates used fo determine the recoverable amount. An
impairment loss is reversed only to the extent thal the assel's camying amount does not exceed the camrying amount that
would have been determined, net of deprecialion or amortization, if no impairment loss had been recognized previously.
Reversal of an impairment loss is recognized immediately in the stalement of profit or loss.

A leasa Isah|HI1.r is remgmsed at the mmencenmt dale nl a i&asa The l&as:& |iah|lllj' I:s Irul!|n1|3r recngmsad at !ha prasent
value of the lease payments fo be made over the lerm of the lease, discounted using the inlerest rale implicit in the lease or,
if that rate cannol be readily delermined, the Company's incremental borrowing rate. Lease paymenls comprise of fixed
payments less any lease incentives receivable, variable lease payments 1hal depend on an index or a rale, amounts
expected lo be paid under residual value guarantees, exercise price of a purchase option when the exercise of the option is
reasonably certain to occur, and any anficipaled termination penallies. The variable lease payments that da not depend on
an index or a rale are expensed in the period in which they are incurred,
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Lease liabililies are measured at amorlised cost using the effective interest method. The carmrying amounts are remeasured if
there is a change in the following:

- future lzase payments ansing from a changé in an index or a rate used,
- residual guarantee, lease lem;
- cerainty of a purchase oplion and termination penalties.

When a lease liability is remeasured, an adjustment is made to the comesponding right-of use assel, or to profit or loss if the
carrying amount of the right-of-use asset is fully written down.

mmﬂ" =2 -—ﬂ;rf:hl L :’_ﬂﬁﬁp s B

The lease term ts a skgnlfacml component in the measurement of both the right-ol-use ass.al and lease liahility. Judgem&nt Is
exercised in determining whether there is reasonable certainty that an oplion (o extend Ihe lease or purchase the underlying
assel will be exercised, or an oplion to terminale the lease will not be exercised, when ascerfaining the periods lo be
included in the lease term. In determining the lease term, all facts and circumstances Ihat creale an economical incentive lo
exercise an extension option, or nol lo exercise a termination oplion, are considered at the lease commencement date.
Faclors considered may Include the importance of the asset lo the Company's operalions; comparison of terms and
conditions to prevalling markel rales; incurrence of significant penallies; existence of significant leasehold improvements;
and the costs and disruplion lo replace (he assel. The Company reassesses whether it is reasonably certain 10 exercise an
extension option, or not 1o exercisa a termination option, if there is a slgrd!lcanl En'ani ar slgnlﬂcanl change i u‘t mrﬁﬂnﬁmm

443 Incromentalborrowingrate e R e
Where the interest rate implicit in a lease cannot be readily delarmrnad an |r|.cmrmnlat bunuwlng rate is a'sﬂmated lo
discount future lease payments lo measure the present value of the lease liability al the lease commencement date. Such a
rate is based on what the Company estimates it would have to pay to a third party to borrow the funds necessary to obtain an
asset of a similar value to the right-of-use assel, with similar terms, securily and economic environment.
T e

| 444 Rightof useassets e BT s AU R SR
A righl-of-use assel is recognised at the commencement dale of a lease. The right-of-use assel is measured al cost, which
comprises the inflial amount of the lease liability, adjusied for, as applicable, any lease paymenis made al or before lhe
commencement dale nel of any lease incentives recelved, any initial direct costs incurred, and, except where included in the
cosl of invenlories, an eslimate of costs expecled lo be incurred for dismantling and removing the underlying assel, and
restoring the sile or assel.

Right-of-use assat is deprecialed over the unexpired period of the lease or the estimated useful life of the asset, whichever is
\he shorler. Where the Company expects o obtain ownership of the Right-of-use assel at the end of the lease term, the
deprecialion is charged over ils estimated useful life. Right-of use assel is subjecl to impairment or adjusted for any
remeasurement of the related lease liability,

|48 Financial lnﬁdfmﬁl!”

| 484 Measurement of finan si,%‘ﬁ Iﬂﬁ'ﬁﬁ ﬂ'?rWP{F ==
Initial measurement
The Company classifies its financial assels into following three calegories:
- fair value through other comprehensive income (FVOCI);
- fair value through profit or loss (FVTPL); and
- measured at amortized cosl.

A financial assel is initially measured al fair value plus transaclion cosls thal are direclly aliribulable lo ils acquisilicon, excepl
FVTPL which is measured al fair value,

Subsequent measurement
The subsequent measurement of financial assets depends on their classification, as follows:

K= . WL
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Debt Investments at FYOC|

These assets are subsequenily measured at fair value. Changes in fair value are recognized in other comprehensive income.
Interest / markup income calculated using the effective interes! 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 al fair value. Changes in fair value are recognized in other comprehensive income
and are never reclassified to the sltalement of profit or loss. Dividends are recognized as income in lhe stalement of profil or
loss unless the dividend clearly represents a recovery of part of the cost of the investment.

Financial assets at FVTPL
These assels are subsequently measured al fair value. Nel gains and losses, including any interest markup or dividend

income, are recognized in the stalement of profil or loss,

These assels are subsequenlly measured al amortized cost using the effective interest method. The amorized cosl is
reduced by impairment losses. Interest / markup income, foreign exchange gains and losses and impairment are recognized
in the statement of profit or loss.

Non-derivative financial assets

Al non-derivative financial assets are initially recognized on trade dale i.e. dale on which the Company becomes parly to the
respective contractual provisions. Non-dervative financial assels comprise loans and receivables that are financial assels
with fixed or determinable payments thal are not quoted in aclive markels and includes Irade debls, advances, other
receivables and cash and cash equivalents.

Derecognition

The Company derecognizes the financial assets when the contractual rights to the cash flows from the assets expire or il
transfers the rights lo receive the contractual cash flows in a transaction in which subslantially all of the risk and rewards of
ownership of the financial assels are iranslerred or it neither transfers nor retain substantially all of the risks and rewards of
ownership and does nol relain control over the transferred assats.

S Feanalhl Uanities =R e S = i =
Initial recognition

Financial liabiliies are classified in the following categories:

- fair value through profit or loss;

%
Ermlife.

- and other financial liabilities,

The Company determines the classification of its financial liabilities at initial recognition. All financial liabilities are recognized
initially at fair vaiue and, in case of other financial iabilities also include directly aflributable transaction costs,

Subsequent measurament

The subsequent measurament of financial labilities depands on their classification, as follows:
Fair value through profit or loss
Financial liabllities at falr value through profil or loss include financial liabilities held-for-trading and financial liabiiities
designated upon initial recognition as being al fair value through profit or loss. The Company has not designated any
financial liability upon recognition as being al fair value through profit or loss.

Other financial liabilities

After initial recognition, other financial liabflities which are inferest bearing are subsequenlly measured at amotized cos
using the effeclive inleres!| rale method. Galn 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
epire,
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| 453 Offsetting of financial assets and financial liabilities

Financial assets and financial liabilities are offset and the nat amount is reported in the financial statements only when the
Company has currenlly legally enforceable right to set-off the recognized amounts and the Company intends sither to settle
on a net basis or to realise the assets and o sefile the liabilities simultaneously. The legally enforceable right must not be
confingent on fulure events and must be enforceable in normal course of business and in the event of defaull, insolvency or
winding up nlﬂ‘ﬁa Cmnpamr or the counter parlies.

| 454 |Impairment of financial assets 3 . s _
The Company recognizes loss allowances for Expactﬂd {:red:t Losses {ECL&] in respect of financial assets measured al
amortized cost. The Company measures loss allowances at an amount equal to lifetime ECLs, except for the following,
which are measured at 12-month ECLs:

- debl securilles that are determined to have low credit risk al the reporling date; and

- other debl securilies and bank balance for which credit risk (l.e. the risk of default occurring over the expecied life of the
financial instrumeant) has not increased significanlly since initial recognition.
Loss allowances for receivables are always measured at an amount equal to lifetime ECLs. When determining whether the
credil risk of a financial asset has increased significantly since inflial recognition and when estimaling ECLs, the Company
considers reasonable and supportable information that is relevant and available without undue cost or effor. This includes
both quantitative and qualitative information and analysis, based on the Company’s historical experignce and informed credit
assessment and including forward-looking information,

The Company assumes thal the credil risk on a financial asset has increased significantly if it is more than past due for a
reasonable period of lime. Lifetime ECLs are the ECLs Ihat result from all possible default evenls over the expecled life of a
financial instrument. 12-month ECLs are the portion of ECLs that result from default events that are possible within the 12
months after the reporling date {or a shorer period If the expected fife of the instrument is less than 12 months). The
maximum period considered when estimating ECLs is Ihe maximum contractual period over which the Company is exposed
to credit risk. Loss allowances for financlal assets measured at amortized cost are deducted from the gross carrying amount
of the assets. The gross carrying amount of a financial asset is wrilten off when the Company has no reasonable
expectations of recovering of a financial assel in its enfirety or a portion thereof. The Company individually makes an
assessment with respect lo the timing and amount of wrile-off based on whether there is a reasonable expectation of
recovery. The Company expects no significant recovery from the amount written off. However, financial assels thal are
writlen 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 at amortized cost and are |ml|ﬂ|jr recognized Hh&ﬂ they are urlgmalad and measured al falr value of
consideration receivable. These assets are written off when there is no reasonable expectation of recovery. Aclual credit loss
experience over pasl years |s used to base the calculation of axpe::lad credit loss.

. 46 Cash and cash equ

il = = 2 N
Cash and cash equivalents are carred in the statement of financial position at cost. For the purpose of statarrmnl of cash
flows, cash and cash equivalents comprise cash in hand, cash with banks on current, saving and deposit accounts.

47 Sttt roirront bt Pl il
Gratuity Scheme

The Company operales an approved defined confribution funded gratuity scheme for permanent employees. Under the
scheme, based on the graduated scale, the contributions are calculaled with reference 1o last drawn salary of the employess
and are paid over to the Employees Gratuily Fund Trust.
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48 Provisions ‘%{Iﬁ%ﬁ"*iﬁ‘%&m““m&ﬁ

Provisions are recognized in the statement of financial position when lhe Company has a legal or constructive obligalion as a
result of past evenls and it is probable thal an outflow of economics benefits will be required lo setlle the obligation and a
reliable estimate can be made. However, provisions are reviewed al each reporiing date and adjusted lo reflect current best
estimate.

i

4911 Revenue ragognition |1 TS oS b s
Revenue is recognized al an amount thal reflects the consideration lo which the company s expected to be enfitied in
exchange for lransfening goods or services to a customer, For this purpose, the company:

« [dentifies the contract with a customer,;

« [dentifies the performance obligations in the contract;

* determines the transaction price which takes into account estimates of variable consideration, if an:.r and Ihe lime valug
of maney;

'L'.hu.l_ '{-'\. i 1¢- ﬂ.{u

« allocales the Iransaction price to Ihe separale performance obligations, if applicable, on the basis of the relofive stand-
alone seiling price of each distinct good or service to be defivered; and
recognizes revenue when or as each parformance obligation is satisfied in a manner thal depicts the transfer of conirol of
" the goods or services promised fo the customer,

Determining he fiming of the transfer of control - at a paind in time or over time - requires judgement.

The Company generates its revenue principally by providing toll collection and related services which generally include a
single performance obligation. Revenue is recognized on the following basis:

« Toll collection income s recognized at a point in time on issuance of foll lickets, AVI tags and smart cards,
Profit on bank deposils is recognized on lime pmpnllﬁmatﬂ basis.

440 Taxation =pacE s \ﬁ%
L4104 Currenttax & : "'i??r‘r“mﬁﬁ;’? Jﬁﬁﬁbﬁﬁﬂd

Provision of current taxalion is based on taxable income at the curment rale of taxation affer lakmg into account applicabla
tax credits and lax rebales available under the law.

Doferred tax 5 g A 81 A ot e B S
Deferred !a: is pfwldad using Ihe liability method for all temporary differences at the reporfing date between tax bases of
assets and liabilities and their camying amounts for financial reporting purposes.

Deferred tax asset is racognized for all deductible lemporary differences and carry forward of unused lax losses, If any, to
the extent that it is probable that laxable profit will be available against which such lemporary differences and tax losses can
be ulilized.

Deferred tax assels and liabilities are measured at Ihe tax rates that are expecied to apply lo the period when (he asset is
realized or the liability is sellled, based on tax rates thal have been enacted or substantively enacted at the reporting date.

i ¥k
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Deferred lax is charged or credited in the income statement, except in case of items credited or charged o equity in which

case it is included in equily,

TN reatad oy tranawelion = = S R e R )
Transaclions wilh relaled parties are carried oul on arm’s lenglh basis. Prices for these transactions are detesmined on lhe
basis of comparable uncontrolled price methods which sels the price by reference to comparable goods and services sold in
an economically comparable market lo a buyer un-related to the seller. Transactions other than at arms length are approved
by the Board on proper justification.Remuneration paid lo a direclor and three exectives during the year was Rs. 11 million
(2020: Rs. 9 million), They are also provided company maintained cars and mobile facility.

B e .
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NOTES TO THE FINANCIAL STATEMENTS
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As at July 01, 2019

Cost 5.554,702 5,708,780 4 847,012 21,837 801 4909181 22 664 671 55,144 393 120,667,540
Accumulated depreciation . (3,374,801) (3,620,254) {11.816,755) (2,778,697) (11,605,149) (49,507,652 (82,803,308)
MNet book valug 5,554,702 2334873 1,226,758 0.921,048 2.130,484 11,059,522 5,636,741 37,864,232
Year ended June 30, 2020
Opaning net book value 5,554 702 2,334,979 1,226,758 0,921,046 2,130,484 11,068,522 5,636,741 37,864,232
Additions - - 60,000 - . 863,626 - 923626
Cepreciation charged - (233,438) (185,599) (992,105) (213,048) (1,147 185) (1,127 348) (3.878,793)
Closing net book value 5,554 702 2,101,481 1,121,159 8,928 941 1,917 436 10,775,953 4,509,393 34,809 065
As at June 30, 2020
Cost 5,554 702 5,708 780 4907012 21,837,801 4,908 181 23,528,297 55 144,393 121,591,166
Accumulated depreciation - (3,608,299) (3,785,853) (12,908 860) {2,991,745) {12,752,344)  (50,635,000) (86,682,101)
Net book valus 5,554 702 2,101,481 1,121,159 8,928,941 1,917 436 10,775,953 4.509.393 34,908,065
Year ended June 30, 2021
Opening net book value 5,554 702 2,101 481 1,121,158 8,928,941 1917436 10,775,953 4,508,393 34,509,085
Additions - E - 76,441 - 517,008 - 543,450
Depreciation charged - {210,148) (144,354) (893,531) (191,744) {1,114,000) (801,878} (3,455,655)
Closing net book value 5,554,702 1,891,333 976,805 8,111,851 1,725,692 10,178,962 3.607.515 32,046,860
As at June 30, 2021
Cost 5,554 702 5,709,780 4.907.012 21,914 242 4,909,181 24 045,306 55,144 393 122,184 616
Accumulated depreciation . (3,818,447) (3.930,207)  (13,802,391) (3,183489)  (13,866,344) (51,536878)  (90,137,756)
Met book value 5,554,702 1,891,333 976,805 8,111,851 1,725,692 10,178,962 3,607 515 32,046,860
Annual rate of depreciation - 10% 10% - 20% 10% 10% 10% 20%
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LAFCO (PRIVATE) LIMITED
NOTES TO'THE FINANCIAL STATEMENTS
FOR THE YEAR'ENDED JUNE 30,2021

T oM SN INTANGIB U ASSE T P e e e Y

il [ 1]
Cost 1,009,526,805 1,009,526 805
Accumulated amorization (618,613,555) (571,592,343
Written down value 6.1 390,913,250 437 934 462
| BAY Reconciliation of written down value
Opening balance 437,934 462 484,955 674
Amortization charge for the year (47.021,212) (47.021,212)

390,913,250 437 934 462

182 | These are amortized over the concession agreement term of 21.5 years.

Computer Software
Cost 915,000 915,000
Accumulated amortization (819,069) (795,086)
7.1 85,83 119.914
@fjﬂﬁi Reconciliation of written down value
Opening balance 118,914 149,802
Amorlizalien charged during the year {23,983) (29,978)
85,931 118,914
Amartization rale 20%
5 OB RSB o TR
Land and building
Cosl 52,946,701 52,948,701
Accumulaled depreciation (11,447,936) (5,723,968)
8.1 41,498,765 47,222,733
| B4 Reconciliation of wrilten down value
Opening balance 47,222,733 -
Right of use assels recognized on initial application of IFRS 16 - 52,946,701
Depreciation charged during the year (5,723,968) (5,723,968)
41,498,765 47222733
Lease term 9.25 years 9.25 years

{182 These represent premises acquired for offices under lease agreement from the Parent. The right to terminale lease by
serving a 3 month notice is available to the Company, however, the Company is reasonably cerlain not to exercise (his right

during the lease lerm.
(19 LONGTERMDEROSITS
Considered good
Against rented premises 820,000 820,000
For patrol, oll and lubricants 200,000 200,000
Against Ulilites 542,756 542,756
1,562,756 1,562,756
- W 2 4
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LAFCO (PRIVATE) LIMITED
NOTES TOTHE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2021

Recognized in statement of profit or loss 500,000,000
Closing balance 500,000,000

As a maller of prudence, the management has recognized deferred tax assel of Rs, 500 million (2020: Nil due to uncertain
future resulls) out of total deferred tax asset of Rs. 1,441 million (2020: Rs.1,288 million) on the basis of high probability of
avallability of fulure taxable profils agains! which deduclible temporary differances will be ulllized. Total deferred tax asset

comprises of:

Deductible lemparary differences
Provision for restoration of the cariageway 1,396,365,277 1,243,420,704
Lease liability 3,861.424 1,113,183
Operaling fixed assets and intangibles 40,301,213 43,881,724

1.440,527,914 1,288.415,621

To the parent - Frontier work organization 11 13,075,183 526,100,628
For expenses 2,700,000 9,077,601
Income fax 310,488,049 135,233,838

346,263,232 670,412,067

414" The advance is adjustable against the toll management fee. Maximum aggregate outstanding balances at the end of any
munlh during the yaar was Rs 5?9 u-m unm {2021} Rs EEL'I 523 ED‘I! ).

Ta‘mdapaalt prprenorons g 121 335011}0{1{} 335,000,000

| 421 Tnis is held with a Bank carrying retun at the average rale of 7.77% per annum (2020: 8.82% per annumj and Is due fo
mature on April, 2022 (2020: April, 2021). Term deposit has been given as securily against performance guarantee in favor
of Secretary Communications & Works Department, Government of Punjab (Refer Note 18.1).

| CASH AND BANK BALA

F VNI AL I b3 Ay S S R L e ey T e i
Cash in hand 627,002 611,068
Cash at bank
in saving accounts 13.1 1,732 834 861 744,232 455
in currenl account 2,540 2,540

1,732,837 401 744,234,985
1,733,464,403 744,846,063

" 134 Average rate of mark-up charged during Ihe year was 5.25% per annum (2020: 10.71% per annum).

b.\ O 5 i
R\ .i’:}.i.ﬂf-hg "r;:ar.""']'-

2
CEO cFO 24




LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FORITHE YEAR ENDED JUNE 30, 2021

fh’lﬁ*.?@ﬂ%“ T S
| Rupees | Rupees |
| 14 |SSUED, SUBSCRIBED AND PAIDUP CAPITAL | u_ﬁ’#ﬂﬁgmz SUE IS S (55
" 141 | Authorized share capital
120,000,000 ordinary shares of Rs, 10/- each 1,200,000,000 1,200,000,000
| 142 | 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
143 Detail of share holdings is as follows: . Mumberofshares '
Frontier Works Organization - (the Parenl) 77,999,996 77,999,996
Khalid Rauf & Company (Private) Limited - (Associated company) 23,999,999 23,999,999
Habib Rafiq (Private) Limited 11,899,999 11,999,999
Sachal Engineering Works (Private) Limited 5,899,099 5,999,999
Directors 7 7
120,000,000 120,000,000
Ty S S e R
Opening balance 51,061,330
Lease liability recognized on initial application of IFRS 16 = 52,946,701
Finance cosl on lease Habifity 3,752 892 3,922 629
Payment made during the yaar - {5,808,000)
Closing balance 15.1 54,814,022 51,061,330
Less: Current portion shown under current iabilities {13,156,517) (6,152.470)
41,857 505 44 908,860

EE It represents land and building under lease (Refer Note 8.2). Lease liability has been recognized at the present value of the
remaining lease payments, discounted using Ihe lessea’s incremental borrowing rate of 7.83% per annum.

RN .:..'%.mmr@

16, PROVISION FOR RESTORATION OF THE CARRIAGEWAY _’“%“_ﬁ"‘ﬁ"{ﬁ“"’%ﬂzﬁ&lﬂ
Opening balance 4287657601 3,033,720,001
Provision for the year 16. 527395079 1,253,997,600
Closing balance 4815,052.680 _ 4,267,657,601

(BT As per the Concession Agreement, the next structural 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
based on fhe expected cost of the overlay,

The expecled cost of the second overlay s re-assessed by an independent technical consultant during the year and the
revised expected cost of the overlay in 2024 / 2025 is estimated at Rs. 6.7 billion in view of the current condition of the
carmiageway and the work required lo be done in 2024 7 2025 to restore the same.

The change in estimate s recognized prospectively in accordance with the requirements of IAS 8 - ‘Accounting Policies,
Change in Accounting Estimates and Errors'.

As a resull, provision for resloration of the carriageway for the year and negative equity as at the year end are decreased by
Rs, 866.09 million and profit for the year s increased by Rs. B86.09 million. It will 2lso result in an overall decrease in
provision for restoration by Rs. 3,260.04 million in future years.

rw
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LAFCO (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2021

ACCRUED AND OTHER L

Accrued liabilities

Withholding income tax payable 2,759,356 2,855,669

Retention money payable 716,312 716,312

Payable to gratuity fund 17.1 2,375,920 4,429,134

Other payable 719,826 684,935

9,191,849 11,705,084

7.4 | Payable to gratuity fund

Opening balance 4,429,134 1,672,671

Add: provision for the year 2,375,920 4,429,134

Less: payments made during the year (4,429,134) (1,672,671)

2,375,820 4,429,134

Py L 4= I e Rl il 1 | ki ] SRR 1o . i Lt
g . otk EHaI =il sl AL Lrse L et TSl it R

BN Bank guarantee of Rs. 335 million (2020: Rs. 335 million) has been issued in favour of Communication & Works Department,
Government of Punjab, for performance as per terms of the Concession Agreement.(Refer Note 1.1),

2 Demand of incoms tax of Rs. 80.354 million was raised by the tax depariment under section 122(4) read with section 122{5)
of the Income Tax Ordinance, 2001. Tax demand of Rs. 24.36 million was reversed by the Depuly Commissioner and the
matter related to tax demand of Rs. 55.994 million {2020: Rs. 55.994 million) under section 113C of the Income Tax
Ordinance, 2001 was deferred for the reason thal a petition 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,

3| Demand of Alternate Corporate Tax (ACT) under section 113(C) of the Income Tax Ordinance 2001, amounting to Rs.
68.52 million for the lax year 2014 has not been acknowledged in view of pending writ petition in the Honorable Lahare High
Court. The Company is claiming that ACT is not applicable on it. The Company deposited a post dated cheque amounting to
Rs. 55.70 million wilh the courl.

4 | Demand of Income Tax of Rs. 298.07 million in respect of tax year 2016 subsequently raised by the Tax Deparlment under
seclion 122 (1) of the Income Tax Ordinance 2001 nol acknowledged in view of pending appeal. The demand was created by
disallowing depreciation on carriage way and contain other expenses, The Company has subsequently filed appeal before
Commissioner Inland Revenue (Appeals), Islamabad which is pending for fixation. Meanwhile, stay against recovery was
granted by Appellate Tribunal ill the final cutcome of the Appeal. The management is hopeful of favourable outcome.

19 OTHER P et ; bElRLS Ll il
Profit on short ferm investment 31,582,125 34,835,869
Profil on deposit accounts 70,859,525 113,625,004
Other income issuance of NOCs 29,565,224 20,562 866

132,006,874 169,023,849

D e
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LAFCO (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2021

Tﬂ“ managarmnt fea 201 894 EEIZ 1?4 ?34 048, Tﬂd

Mainlenance and supervision 200,822 493 119,297,190
Amorlization of concession intangible assels 6 47,021,212 47,021,212
Other toll collection expenses 16,654,659 26,711,425
Afforestation 9,467 460 8,623,198
Vigilance and cleaning 6,408,385 6,742 409
Depreciation of right of use assel 8 5,723,968 5,723,968
Cash Management Division (CMD) commission 2,500,828 2,072,725
Insurance 1,610,755 663,565
Ofher sile expensas 8,424,680 5,450,856

1,192,326.,614 857,355,652

{17201 | This represents Operation and Management (O&M) service charges, as per Operation and Managemen! Agreement (OMA)
signed between the Company and its parenl, Frontier Works Crganization.

Skt il oo =i ) M1 20726012 20,772,394

Legal and professional charges 2,898,500 1,615,000
Depreciation of properly and equipment 5 3,455,655 3878793
Vehicle running and maintenance 3537172 262339
Insurance 3,236,401 1,465,334
Utilities 2,163,949 1,125,808
Entertainment 2,139,964 1,747 662
Auditors' remuneration 21.2 1,135,500 699,803
Printing and stationary 701,284 628,332
Repairs and mainlenance 1,416,284 359,978
Communication 560,213 408,692
Travelling and conveyance 586,735 783,400
Advertisement 290,000 170,000
Amortization of the intangible asset 7 23,983 29,978
Fee and subscription 19,826 21,268
Rent, rates and taxes 400,117 77,090
Miscellaneous expenses 2,158,212 590,121

45,449,807 45,087,044

2447 This includes staff retirement benefits amounting to Rs. 2,375,820/ (2020: Rﬁ 4 429 134/- }

[ 212 | Auditors' remuneration

Audit fee 656,250 553,273
Review of statement of compliance 341,250 -
Cerlification fee 138,000 148,530

1,135,500 699,803
, $ ? M\ P N N
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LAFCO (PRIVATE) LIMITED
NOTES TO.THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2021

-I.- _,]|E‘r ':;;‘I.- ":1:1_“ “.:lll_!_llg';r '

Mark-up on lang term financing 8,183,866 86,060,284
Finance cost on lease liability 3,752,692 3,922,629
Bank charges and commission 534,154 1,725,393

12470,712 81,708,306

For the year 300,621,596 212,979,657
For prior years 126,294 (57,288,221)
Deferrad tax 10 (500,000,000) -

(199.252,110) 155,691,436

~ Relationship between accounting loss and tax expense

Profit / (Loss) for the year before laxation 510,250,164 (410,885,920)

Tax on accounting profit / (loss) at the applicable tax rate of 20% 147,972,548 (119,156,917)

Tax effect of :
Expenses that are inadmissible in determining laxable profit 140,629,972 381,209,112
Expenses that are admissibla in determining laxable profit 12,019,076 (22,034,128)
Prior year tax 126,204 (57,288,221)
Unadjusted losses - brought forward - (1,804,655
Deferred tax (500,000,000 .
Minimum lax credits - (25,233,755)

(189,262, 110) 156,601,436

Tmal nuwbar nfm\phyaas al year end 38 50

Avetaga number ulmphy&aa for the year 45 49

The Gumpmy in the normal course of business carmies out lransactions wilh various mlalad parlies which comprise ul the
Parent, Associated Companies, Chief Executive Officer and Directors. Contribution to the staff gratuity fund and payment
made during the year is disclosed in Mote 16.1. Detail of other transactions with related parfies, which are not specifically
disclosed elsewhere in these financial statements, are as follows:

| ERI Vi1 NN | R

Frontier WorksOrganization | 1° Feceipts share paidiadjusted 894,692,174 | 734,049,104
(the Parent - 64.99% Payment made 428,041,206 709,002,634
Ehesshoking) Payment of electricily share 26,374,477 6,855,287
Khalid Rauf & Co. (Pvt.) Lid.

(Associate - 19.99% Payment for road repair and maintenance 185,985 564 114,404,110
shareholding) Payment for retenlion money . 742,134

V o 4
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LAFCO (PRIVATE) LIMITED
NOTES'TO THE RINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, '-‘I'.'|21

IBEX Construction (Pvt.) Lid. Rﬂﬂﬂwﬂﬂnl of liability - 7,841

|(Associated company by |Payment made on behalf of the Company 430,000 =
virtue of common Parent) | Amount pak:l o associaled om‘npmjr 430,000

The Company finances its operations through the mix of nem:ﬁ.ﬂlv_.I debt and working capital managament with a view to
maintain an appropriale mix between various sources of finance to minimize risk. The overall risk management is carried oul
by the finance dapartment under nuers:ghl of the Board of Directors in line with the p-olldas apprwaﬂ h}r the Board.

| 261 FINANCIAL INSTRUMED

Financial assets at amortized cost

Long ferm deposils 1,562,756 1,562,756
Short term invesiment 335,000,000 335,000,000
Profit an short term investment 6,507,375 B,358,250
Cash and bank balances 1,733,464,403 744 848,063
2,076,534 534 1,089,767,069

Financial liabilities at amortized cost ;
Long term financing - 271,000,000
Lease liability 54,814,022 51,061,330
Provision for resloration of (he carriageway 4,815,062 680 4,287 657,601
Accrued and other liabilities 4,066,573 4,420,281
4,614,139, 212

4,873,923,275

The EmTpm}"s ac'.llvlljas expose it to a variety ul‘ ﬁnanmal risks {l;'.redll risk, Hquldity risk and market risk). Risks measured
El'ld' managad by lha Cmnpanjr are explahad halnw

Credit risk represents the au:munlmg loss thal would be remm‘d:ad at the reporting date if counter parties failed completely
lo perform as conlracted. The Company manages its credit risk through dealing with parties having good credit rating and
financial standing. The maximum exposure to credil risk at the req:lﬂrllng dale Is as follnws

1 5&2.?55

Long term deposits

Short term investment 335,000,000

Profit on short term invesimant 6,507,375

Cash at bank 1,732,837 401 744,234 995
2,075,907 532 1,089,156,001

Due lo Company's long standing relations with other counterparlies and after giving due consideration to their financial
standing, the management dees not expect non performance by these counter parties on their obligations to the Company.
The credit risk exposure is limiled in respect of shorl term investment, profit on short lerm investment and bank balances as
these are placed wilh / receivable from local banks having good credil rating.

e O\

L:EF C‘I:Q I;‘a?{ffﬁf .’iw-/-’rl":x‘/

29



LAFCO (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE fEAR ENDED JUNE 30,2021+

Ligquidity rls.!: is the risk lhal an 'Hl'itllf will anmunter Ellﬂiw“jl' in mh‘g nhllgatma asauaatad wﬂh financial liabilifies. The
Company's approach to manage liquidity risk is fo maintain sufficient level of liquidity by holding highly liquid assets and
mainlaining adequate reserve borrowing facilities. This includes maintenance of statement of financial position liquidity ratios
Ihrough working capital managamanl Fnlil:mmg are the mntraclua[ malunhaﬁ of ﬁnanmaf I|ab|ﬁlms.

Financial Liabilities

Lease liability 54,814,022 69,949,111 13,416,480 35,877,000 20,655,622
Provision for resloration
of the carriageway 4815052680  4,815052,680 - 4,815,052,680
Accrued and other liabilities 4,056,573 4056573 4,056,573 N
4,873,923, 2?5 4,889,058,364 17, wauaa 4,850,929,689 20&55522

Financial Liabilities
Lang 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 resloration

of the camiageway 4,287 657,601 4,287 657,601 - 4,287 657,601
Acerued and other habilities 4,420,281 4,420,281 4 420,281

4,614,139, 212 4614130212 281,572,7H1 4,320,327,751 12,238710

The Company has liquid assels of Rs. 2,074.97 million (2020: Rs. 1,088.2 million) as al the reporting date and financial
support from the Pareni to mmagﬁ {he liquidity risk.

Iniarast rata risk

Interast rate risk is the risk that the fair value or fulure cash flows of a financial instrument will fluctuate because of changes
in market interast rates.

Majority of interest rale risk arises from long term financing. The interest rale profile of the Company's interest bearing
financial instruments is presented in relevant notes o the financial statements,

Sensilivity to interest rate risk arises from mismatches of financial assets and financial liabilities that mature or reprice in a
glven period. The Company manages these mismalches through risk management sirategies where significant changes in
gap position can be adjusted.

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

Currency risk is Ihe risk that the fair value or fulure cash flows of a financial instrumenl, will luctuate because of changes in
foreign exchange rates. Foreign currency risk arises mainly where receivables and payables exist due to foreign currency
transactions. The Company is not exposed lo currency risk,

Equity price risk
lr&dm and investing in quoled equily securities give rise to equily price risk. The Company s nol exposed to equity price

Q.
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LAFCO (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2021

| 2624 FAIR VALUES OF FINANCIAL INSTRUM . naa LR
The carrying values of aH Ihﬂ financial assels and ﬂnanclal liabilities repnrted in the ﬁnaru:lal slaiemem’m appmxlmale their falr
values.

Fair value is the price that would be received lo sell an assel or paid lo Iransfer a liability in an orderly transaction between
marke! parficipants al Ihe measurement dale.

The E:mnpan:,r’s nbga:ﬂms when managing capital are lo safﬂguard the ﬂumpanfs ability to continue as a going concem, so
that it can conlinue to provide returns for shareholders and benefils for other slakeholders and to maintain an oplimal capital
structure to reduce Ihe cost of capital, In order lo maintain or adjust the capital struclure, Ihe Company may oblain / repay
financing from { to Frontier Works Organization (FWO),

The Company manages ils capilal by menitoring return on nel assets and makes adjustments fo it in the light of changes in
economic conditions. In order to maintain or adjusl the capital structure, the Company may adjust the amount by issue of
new shares. The Company also monitors capital using a gearing ratio, which is net debl less cash and bank balances.
Capilal signifies equily as shown in the stalement of financial posilion plus net debl

The Company is exposed 1o capilal risk as it has negative equily of Rs. 1,785 million (2020: Rs. 2,494 million), as at the year
end due lo provision of Rs. 4,815 million (2020: Rs. 4,288 million) in respect of restoration of the carriage way which s to be
undertaken during the financial year 2024 and 2025 as per terms of the concession agreement (Refer Note 16). The
Company will manage the capital risk through external generation of funds and injection of funds as equity on loan from he
Parent in the coming years, if needed.

| 27 DATE OF AUTHORIZATION F
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Figures have been rounded off to the nearest Rupee.
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