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We have audited the annexed financial statements of LAFCO (Private) Limited (the Company),
which comprise the statement of financial position as at June 30, 2022 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 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 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, 2022 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 Going Concern

Note 1.3 to the financial statements indicates that the Company has incurred loss in prior periods
and, as at June 30, 2022, its equity is negative by Rs. 1,453.61 million (2021: Rs. 1,784.93 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
concern, Our opinion is not modified with respect to this matter. %ﬁ\
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Information Other than the Financial Statements and Auditors’ Report Thereon R S bA

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 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 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 concern, disclosing, as applicable, matters related to going concern
and using the going concern 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 I5As 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 internal control. Q\@
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« Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriaté in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company's internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events nr conditions that may cast significant doubt on the Company’s ability to
continue as a going concern, If we conclude that a material uncertainty exists, we are
required to draw attention in our auditors’ 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 concern.

e 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 comimuinicate with the board of directors rezarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify 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 statemznt 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 returns;

¢) 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 (XVIII of 1980).

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

ﬁmjm .l Opraiing \M
RSM AVAIS IAQUAT, AUMAN

CHARTERED ACCOUNTANT
Place: Lahore

Date: 14 SEP 022
UDIN: AR2022102261MLP2x0K4



LAFCO (PRIVATE) LIMITED

DIRECTOR’S REPORT TO THE SHAREHOLDERS

The Directors of the Company are pleased to present the 20" Annual Report of LAFCO (Private)
Limited along with the Audited Financial Statements and Auditor’s Report thereon for the Financial Year

ended June 30, 2022,

Project Overview / State of Affairs

LAFCO (Private) Limited (‘the Company') was incorporated in Pakistan on July 08, 2002 as a Private
Limited Company under the repealed Companies Ordinance 1984. The Registered Office of the Company is
located at 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
Operations of Lahore, Sheikhupura and Faisalabad Dual Carriage Way for the Concession Period of 25 years
on Build, Operate & Transfer (BOT) basis under Concession Agreement with Government of Punjab (‘the
GoPb') signed on September 30, 2003. The Company cannot engage itself into any activities other than those

agreed upon in the Concession Agreement. Significant terms of the Concession Agreement are as under: -

. The Company can levy tolls in accordance with the Concession 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.
. At the end of the Concession Period, the Company shall transfer to the GoPb, Right of Way (ROW)

and related assets.

. 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.

. There has been no change in the business of the Company during the Financial Year ended June 30,
2022.

Financial Performance Summary

The key data on the Operating and Financial Performance of the Company for the Financial Year

ended June 30, 2022 with comparative position of last six year’s performance are as under: -
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LAFCO (PRIVATE) LIMITED

Particul 30 June-22 | 30 June-21 | 30 June-20 | 30 June-19 | 30 June-18 | 30 June-17
Arientars RsMn | RsMn | RsMn | RsMn | RsMn | RsMn

Gross Revenue 2,701.80 | 2,287.89 | 1,938.20 | 1,894.20 | 1,954.28 | 1,775.64
Operating expenses 1,293.82 1,192.33 957.36 905.73 1,035.96 | 1,041.50
Provision for Restoration of -

: 575.25 527.40 1,253.94 1.125.72 | 1,008.00 900.00
Carriageway
Administrative expenses 64.07 4545 46.09 58.33 57.70 57.25
Finance Cost 2.37 12.47 91.71 116.51 121.57 97.31
FEOIR/ (Lase) batore 76630 | 51025 | (410.89) | (312.09) | (286.96) | (320.43)
taxation
Taxation 434,99 (199.25) 155.69 22.86 23.08 16.97
Profit / (Loss) for the year 331.32 709.50 (566.58) | (334.96) | (292.04) | (337.40)

The following graph describes the six years summary of Profit / (Loss) before tax.
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The Company is running in Losses as there is unappropriated Loss of Rs 2,653,606,668/- as on June

30, 2022, thus there was no appropriation made.
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LAFCO (PRIVATE) LIMITED

Board of Directors and Key Managerial Personnel

The number of board meeting held during the year ended as on June 30, 2022 and attended by the Board of

Directors of the Company as follows: -

Ser # | Name of Director Designation Total Meeting Attended
1 Badar Zaman Khan Executive Director - CEO 5
2 | Kamal Azfar Non-Executive Director — Chairman 5
3 | Tanvir llyas Mon-Executive Director 2
4 | Khawaja Asim Shaheen Non-Executive Director 2
5 | Mian Khalid Rauf Non-Executive Director 5
6 | Zahid Rafig Non-Executive Director 5
7 Abdul Karim Qureshi Non-Executive Director 5

As on June 30, 2022, following are the Key Managerial Personnel (KMPs) of the Company:

Designation
Chief Operating Officer
Chief Financial Officer & Company Secretary

Ser # | Name of Director

| Amjad Farooq Amjad

2 Irfan Nasrullah

Remuneration Policy of Non-Executive Directors

The fee of the Non-Executive and Independent Directors for attending the Board and Committee meetings of
the Company is determined by the Board from time to time. Remuneration paid to the
Non-Executive and Independent Directors, whose details are included in Note # 4.11 of the Financial

Statement.
Audit Reports and External Auditors

Audit Reports

The Auditors® Report is enclosed with the Financial Statements in this Annual Report.

Statutory Auditors

The Auditors M/s RSM Avais Hyder Liagquat Nauman Chartered Accountants, Lahore will retire at the
conclusion of the upcoming Annual General Meeting of the Company and the Board of Directors have
recommended the re-appointment of M/s RSM Avais Hyder Liaquat Nauman Chartered Accountants, as
Statutory Auditors of the Company for Financial Year 2022-23,

The Report of the Statutory Auditors along with notes to schedules is enclosed to this report.
M/s RSM Avais Hyder Liaquat Nauman Chartered Accountants, has been a satisfactory firm under the

Quality Control Review (QCR) Program of the Institute of Chartered Accountants of Pakistan (ICAP) and the
)
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LAFCO (PRIVATE) LIMITED

/
LAFCO

firm is fully compliant with the International Federation of Accountants (IFAC) Guidelines on Code of Ethics,
as adopted by ICAP. M/s RSM Avais Hyder Liaquat Nauman Chartered Accountants, have indicated their

willingness to continue as Auditors.

Material Changes and Commitments

No material changes in the Financials or Commitments during the year ended June 30, 2022.

Deposits
As on June 30, 2022, the Company has not accepted any deposits from the public.

Dividend
The Board of Directors of the Company have not recommended any dividend on equity shares of the

Company during the Financial Year ended June 30, 2022.

Loans, Guarantees, Securities and Investments
The Company has not made any Investment, given Guarantee and Securities during the Financial Year

ended June 30, 2022.

Subsidiary/ Joint Venture/ Associate Companies

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

Share Capital

The Authorized Share Capital of the Company is Rs 1.200,000,000/- divided into 120,000,000/~ number
of equity shares of Rs 10/- each and Paid-up Share Capital of Rs 1,200,000,000/- divided into
120,000.000/- number of equity shares of Rs 10/- each.

Secretarial Standards

The Company has complied with the applicable provisions of Secretarial Standards issued by SECP.

Related Party Transactions

All related party transactions are carried out on arm'’s length basis which were reviewed and approved by
the Board of Directors of the Company. Company has fully complied with the best practices on transfer
pricing as contained in the Act and Rules. Related Party Transactions whose details are included in Note

25 of the Financial Statement,

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.

(e
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LAFCO (PRIVATE) LIMITED

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 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 controls and report on

them to the Board.

Financial Risk Management

The Board of Directors does not foresee any major threat / risk to the business of the Company. Details of
the Company’s Financial Risk Management policies and objectives in respect of its use of financial
instruments are included in Note 26 to the Financial Statements together with a description of its

exposure, including its exposure to market risk, credit risk and liquidity risk.

Qualification, Reservation or Adverse Remarks in the Auditor’s Report
There are no Qualification, reservation or adverse remarks in the Auditor’s Report for the Financial Year

ended June 30, 2022,

Particulars of Employees
As on June 30, 2022, the Company has 42 Employees whose details are included in Note 24 of the

Financial Statement.

Acknowledgements
The Board of Directors would like to take this opportunity to express their deep appreciation of the

commitment, loyalty and dedication of the employees.

For and on behalf of the Board of Directors
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LAFCO (PRIVATE) LIMITED

STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2022

ASSETS
NON CURRENT ASSETS
Property and equipment 5 30,611,302 32,046,860
Concession intangible assets 6 343,892,038 390,913,250
Other intangible asset 7 76,745 95,931
Right of use assets B - 41,498,765
Long term deposits 9 762,756 1,562,756
Deferred tax asset 10 500,000,000 500,000,000
875,342,841 966,117,562
CURRENT ASSETS
Loans and advances 11 450,616,800 346,263,232
Short term prepayments 5,256,621 1,700,335
Short term investment 12 335,000,000 335,000,000
Profit on short term investment 10,050,000 6,507,375
Income tax refunds due from Government 8,046,176 5,702,696
Cash and bank balances 13 2,781,802,014 | 1,733,464 403
3,590,771,611 2,428,638,041
4,466,114,452 3.394,755,603
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 (2,653,606,668) (2,984,924,544)
(1,453,606,668)  (1,784,924,544)
NON CURRENT LIABILITIES
Lease liabiliry : 15 . 41,657,505
Provision for restoration of the carriageway 16 5,390,299,602 4,815,052,680
5,390,299,602 4,856,710,185
CURRENT LIABILITIES
Accrued and other liabilities 17 94,400,197 9,191,849
Current portion of lease liability 15 : 13,156,517
Provision for taxation - Income tax 435,021,321 300,621,596
529,421,518 322,969,962
CONTINGENCIES AND COMMITMENTS 18 z
4.466,114,452 3,394,755,608
The annexed notes form an integral part of these financial statements.
~ N R aatd (lnf
CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR



LAFCO (PRIVATE) LIMITED
STATEMENT OF PROFIT OR LOSS

FOR THE YEAR ENDED JUNE 30,2022

Income from operations - Toll receipts
Other Income

Operating expenses
Provision for restoration of the carriageway

Administrative and general expenses
Finance cost

Profit for the year before taxation
Provision for taxation

Profit for the year

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

CHIEF EXECUTIVE OFFICER

L\__tﬂ

CHIEF FINANCIAL OFFICER

19 320,638,754 132,006,874
2,701,801,952 2,287.892.376
20 1,293,816,705 1,192,326,614
575,246,922 527,395,079
21 64,067,238 45449807
22 2,366,562 12,470,712
1,935,497,427 1.777.642,212
766,304,525 510,250,164
23 434 986,649 [199,252.11{]]
331317876 709,502,274
Q.0 [\wf
DIRECTOR

2,381,163,198

2,155,885,502
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LAFCO (PRIVATE) LIMITED
STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED JUNE 30, 2022

Profit for the year
Other comprehensive income for the year

Total comprehensive Income for the year

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

l" s

= ‘q}ﬁ
CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER

331,317,876 709,502,274

331‘3 l?iﬂ?ﬁ T709502,274
TN
DIRECTOR
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LAFCO (PRIVATE) LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2022

Balance as at July 01, 2020 1,200,000,000  (3,694,426,818) (2,494,426,818)
Total comprehensive income for the year

Profit for the year - 700,502,274 709,502,274
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)

Total comprehensive income for the year
Profit for the year . 331,317,876 " 331,317,876
Other comprehensive income for the year . - -
_ - 331,317,876 331,317,876
Balance as at June 30, 2022 1,2Dﬂ,ﬂﬂﬂ,ﬂﬂﬂ= =[_2.553,EEI&,665] (1,453,606,668)

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

-~ %'\ qmzi M

CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR



LAFCO (PRIVATE) LIMITED
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2022

4) Cash flows from operating activities
Profit for the year before taxation 766,304,525 510,250,164
Adjustments for non cash / non operating items:
Depreciation 5,968,042 9,179,623
Amortization 47,040,398 47,045,195
Provision for restoration of the carriageway 575,246,922 527,395,079
Finance costs 2,366,562 12,470,712
Provision for gratuity 4,529,118 2,375,920
Gain on early termination of lease (11,648,563) -
Profit on short term investment / deposit accounts (205,703,642)| (102,441,650)
417,798,837 496,024,879
Operating cash flows before working capital changes 1,184,103,362  1,006,275,043
Working capital changes:
(Increase) / decrease in current assets:
Loans and advances 27,320,721 499,403,046
Short term prepayments (3,556,286) (477,360)
Increase / (decrease] in current liabilities:
Accrued and other liabilities 85,345,750 (460,021)
109,110,185 498,465,665
Net cash generated from operations 1,293,213,547 1,504,740,708
Income tax paid (433,B04,693) (335,674,289)
Gratuity paid (4,666,520) (4,429,134)
Finance cost paid (2.366,562) (B,718,020)
Net cash generated from operating activities B52,375,772 1,155919,265
B) Cash flows from investing activities
Capital expenditure paid [1,670,500) (593,450)
Profit received on bank deposits and short term investment 202,161,017 104,292,525
Net cash generated from investing activities 200,490,517 103,699,075
C) Cash flows from financing activities
Lease liability paid (4,528,678) -
Repayment of long term financing . (271,000,0007
Net cash (used in) financing activities (4.528,678)  (271,000,000)
Net increase in cash and cash equivalents during the year (A+B+C)  1,048,337,611 988,618,340
Cash and cash equivalents at the beginning of the year 1,733,464,403 744,846,063
Cash and cash equivalents at the end of the year 2,781,802,014 1,733,464,403

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

~ AP

CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER
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DIRECTOR



LAFCO (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2022

B 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 at 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
maintenance of Lahore, Sheikhupura and Faisalabad dual carriage way for the concession period of 25
years on Build Operate Transfer (BOT) basis under Concession Agreement with Government of Punjab
(the Government) signed on September 30, 2003. The Company cannot engage itself into any activities
other than those agreed upon in the concession agreement. Significant terms of the concession agreement
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 structural overlays and charge of tolls in excess of agreement.

- Ifthe Company defaults on its loans and is unable to rectify the same, then the Government may
terminate the Concession and give possession of the Project to the lenders.

- At the end of the expiry peried, the Company shall transfer to the Government, all immovable and
moveable assets.

- 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.

B2 The Company is a subsidiary of M/s Frontier Works Organization (FWO) (‘the Parent’).

B3N The Company has incurred loss in prior periods and, as at June 30, 2022, its equity is negative by Rs.
1,453.61 million (2021: Rs, 1,784.93 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 (Refer Note 16). These events
and conditions indicate the existence of material uncertainty which may cast significant doubt on the
Company's ability to continue as a geing concern, therefore, it may not be able to realize its assets and
discharge its liabilities in the normal course of business.

The Company is not facing any financial or operational problem and is meeting all its liabilities on their
due dates. The loss was incurred in prior years mainly due to the provision for restoration of the
carriageway which is to be undertaken during the financial years 2024 and 2025. Profit for the year before
provision for restoration comes to Rs. 906,57 million (2021: Rs. 1,236.9 million). The Company will be
able to generate enough funds to meet its abligation of restoration of the carriageway 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 that the Company will be able to continue as a going concern.

20 | STATE . 1 SR L ¢ e AN R LY

These financial statements have been prepared in accordance 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 [nternational
Accounting Standards Board (IASB) as notified under the Companies Act, 2017; and

« Provisions of and directives issued under the Companies Act, 2017.

L oW
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LAFCO (PRIVATE) LIMITED

TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

Where provisions of and directives issued under the Companies Act, 2017 differ from the |FRS Standards,
the provisions of and directives issued under the Companies Act, 2017 have been followed.

These financial statements have been presented in Pakistani Rupees which is the Company’s functional
and presentation currency.

The preparation of financial statements in conformity with approved accounting standards requires the
management to make judgments, estimates and assumptions that affect the application of policies and
reported amounts of assets and liabilities, income and expenses. The estimates and associated assumptions
and judgments are based on historical experience and various other factors that are believed to be
reasonable under the circumstances, 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 results may
differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting
estimates are recognized in the peried in which the estimate is revised if the revision affects only that
period, or in the peried of revision and future periods if the revision affects both current and future
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 policies, are as follows:

« Useful life and depreciation of property, plant and equipment.

« Useful life and amortization of concession and other intangible assets.
* Leases

« Employees retirement benefits,

s Provision for taxation.

+ Provision for restoration of carriageway.

The following standards, amendments to standards and interpretations have been effective and are
mandatory for financial statements of the Company for the periods beginning on or after July 01, 2021 and
therefore, have been applied in preparing these financial statements.

The IASB has published ‘Interest Rate Benchmark Reform — Phase 2 with amendments that address issues
that might affect financial reporting after the reform of an interest rate benchmark, including its
replacement with alternative benchmark rates.

Application of these amendments did not have any significant impact on the Company's financial
statements,

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

FOR THE YEAR ENDED JUNE 30, 2022

The IASE 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 exemption from
assessing whether a COVID-19-related rent concession is a lease modification.

Application of these amendments did not have any significant impact on the Company's financial
statements.

pretations becomir

There are certain new standards, amendments to standards and interpretations that became effective
during the year and are mandatory for accounting periods of the Company beginning on or after July 01,
2021 but are considered not to be relevant to the Company’s operations and are, therefore, not disclosed in
these financial statements.

The following standards, amendments to standards and interpretations have been published and are
mandatory for the Company's accounting periods beginning on or after the effective dates specified

1al Improvements to [F!

The IASE has issued "Annual Improvements to IFRS Standards 2018-2020". The pronouncement contains
amendments to the following Financial Reporting Standards (IFRSs),

: IFRS 9 Financial Instruments - 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’ test in assessing
whether to derecognise a financial liability. An entity includes only fees paid or received between the
entity (the borrower) and the lender, including fees paid or received by either the entity or the lender
on the other’s behalf.

- IAS 41 Agriculture - The amendment removes the requirement in paragraph 22 of IAS 41 for entities to
exclude taxation cash flows when measuring the fair value of a biclogical asset 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. Application of
these amendments is not expected to have any significant impact on the Company’s financial statements.

BTG

The |ASB has issued 'Disclosure of Accounting Policies (Amendments to [AS 1 and IFRS Practice Statement
2)" with amendments that are intended to help preparers in deciding which accounting policies to disclose
in their financial statements in the following ways:

- anentity 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 identify material accounting policy
information and to give examples of when accounting policy information is likely to be material;

- the amendments clarify that accounting policy information may be material because of its nature, even if
the related amounts are immaterial;

- the amendments clarify that accounting policy information is material if users of an entity's financial
statements would need it to understand other material information in the financial statements: and

- the amendments clarify that if an entity discloses immaterial accounting policy information, such
information shall not obscure material accounting policy information.

N %R
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

In addition, IFRS Practice Statement 2 has been amended by adding guidance and examples to explain and
demonstrate the application of the "four-step materiality process’ to accounting policy information in order
to support the amendments to 1AS 1. Once the entity applies the amendments to 1AS 1, it is also permitted
to apply the amendments to [FRS Practice Statement 2.

The amendments to IAS 1 are effective for annual periods beginning on or after 1 January 2023. The
amendments are expected to affect disclosure of policies in the financial statements.

- Accounting Policies, Changes in Accounting

R [ T
ALLDUnLng E5LLNTL

The IASB has published 'Definition of Accounting Estimates’ to help entities to distinguish between
accounting policies and accounting estimates. The definition of a change in accounting estimates is
replaced with a definition of accounting estimates. Under the new definition, accounting estimates are
“monetary amounts in financial statements that are subject to measurement uncertainty”.

The IASB clarifies that a change in accounting estimate that results from new information or new
developments Is not the correction of an error. In addition, the effects of a change in an input or a
measurement technique used to develop an accounting estimate are changes in accounting estimates if
they do not result from the correction of prior period errors.

The amendments are effective for annual periods beginning on or after 1 January 2023. Application of
these amendments is not expected to have any significant impact on the Company's financial statements.

The IASB has published "Deferred Tax related to Assets and Liabilities arising from a Single Transaction
[Amendments to IAS 12)' that clarify how companies account for deferred tax on transactions such as
leases and decommissioning obligations. Accordingly, the initial recognition exemption, provided in 1AS
12.15(b} and IAS 12.24, does not apply to transactions 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 January 2023,

Application of these amendments is not expected to have any significant impact on the Company's financial
statements.

The IASB has published "Property, Plant and Equipment — Proceeds before Intended Use (Amendments to
1AS 16])' 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 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 entity recognises the proceeds
from selling such items, and the cost of producing those items, in profit or loss. An entity applies the
amendments retrospectively only to items of property, plant and equipment that 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.

The ammendments 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,
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LAFCO (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2022

The 1ASB has published 'Onerous Contracts — Cost of Fulfilling a Contract’ amending the standard
regarding costs a company should include as the cost of fulfilling a contract when assessing whether a
contract IS onerous.

The changes in Onerous Contracts — Cost of Fulfilling a Contract specify that the 'cost of fulfilling’ a
contract comprises the 'costs that relate directly to the contract’. Costs that relate directly to a contract can
either be incremental casts of fulfilling that contract (examples would be direct labour, materials) or an
allocation of other costs that relate directly to fulfilling contracts (an example would be the allocation of
the depreciation charge for an item of property, plant and equipment used in fulfilling the contract).

The amendments published today are effective 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.

There are certain new standards, amendments 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,

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

IFRS 1 - First-time adoption of International Financial Reporting Standards
IFRS 17 - Insurance Contracts

These 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 to profit and loss at rates specified in Note 5 to 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 normal repairs are charged to statement of profit or loss as and when incurred, while
major renewals and improvements are capitalized, The gain or loss on disposal or retirement of an asset
represented by the difference between the sale proceeds and the carrying amount of the asset is
recognized as an income or expense.

e e TP S e e MR PR T J i T LR

Capital work-in-process represents expenditure on fixed assets in the course of construction. Transfers are
made to relevant fixed assets category as and when assets are available for use. Capital work-in-process is
stated at cost
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LAFCO (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022
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Concession intangible assets correspond to the right of the concession holder to bill users of a public
service in return for construction services provided by it to the concession grantor under public service
contracts in accordance with IFRS 12 - Service Concession Arrangement.

The concession intangible asset is recognized at construction cost of the concession infrastructure less
amartization and impairment, if any. It is amortized over the Concession Agreement term in accordance
with an appropriate method reflecting the rate of consumption of the concession asset's economic benefits
as from the date of completion of the concession infrastructure.

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

Intangibles with finite useful lives are amortized over useful economic life at rates specified in Note 7 to
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
assets during the period, amortization is charged from the month of acquisition and up to the month
preceding the deletion, respectively.

The carrying amounts of non-financial assets are assessed at each reporting date to ascertain whether
there is any Indication of impairment. If such an indication exists, the asset’s recoverable amount is
estimated to determine the extent of impairment loss, if any. An impairment loss is recognized, as an
expense in the statement 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 flows using a pre tax discount rate that reflects current market assessments of the time value of
money and the risk specific to the assets for which the estimate of future cash flows have not been
adjusted. For the purpose of assessing impairment, assets 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 carrying amount does not exceed
the carrying amount that would have been determined, net of depreciation or amortization, if no
impairment loss had been recognized previously, Reversal of an impairment loss is recognized
immediately in the statement of profit or loss.

A lease liability is recognized at the commencement date of a lease. The lease liability is initially recognized
at the present value of the lease payments to be made over the term of the lease, discounted using the
interest rate implicit in the lease or, if that rate cannot be readily determined, the Company's incremental
borrowing rate. Lease payments comprise of fixed payments less any lease incentives receivable, variable
lease payments that depend on an index or a rate, amounts expected to be paid under residual value
puarantees, exercise price of a purchase option when the exercise of the option is reasonably certain to
oecur, and any anticipated termination penalties. The variable lease payments that do not depend on an
index or a rate are expensed in the period in which they are incurred.

(Q:: Vs R
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

Lease liabilities are measured at amortized cost using the effective interest method, The carrying amounts
are remeasured if there is a change in the following:

- future lease payments arising from a change in an index or a rate 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 corresponding right-of use asset, or to
profit or loss if the carrying amount of the right-of-use asset is fully written down.

= s

S e

The lease term is a significant component in the measurement of both the right-of-use asset and lease
liability. Judgement s exercised in determining 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 option, are considered at the lease commencement date. Factors considered
may include the importance of the asset to the Company's operations; comparison of terms and conditions
to prevailing market rates; incurrence of significant penalties; existence of significant leasehold
improvements; and the costs and disruption to replace the asset. 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.

Where the interest rate implicit in a lease cannot 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 third
party to borrow the funds necessary to obtain an asset of a similar value to the right-of-use asset, with
similar terms, security and economic environment.

A right-of-use asset is recognized at the commencement date of a lease. The right-of-use asset is measured
at cost, which comprises the initial amount of the lease liability, 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 estimate of costs expected to be
incurred for dismantling and removing the underlying asset, and restoring the site or asset.

Right-of-use asset is depreciated over the unexpired period of the lease or the estimated useful life of the
asset, whichever is the shorter. Where the Company expects to 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.

Initial measurement

The Company classifies its financial assets into following three categories:
- fair value through other comprehensive income (FYOCI);
- fair value through profit or loss (FVTPL): and
- measured at amortized cost.

C‘J;L. D KR
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

A financial asset is initially measured at 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 FVOCI

These assets 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 subsequently 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 FVTPL

These assets 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 assets are subsequently measured at amortized cost using the effective interest method. The
amortized cost 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

All non-derivative financial assets are initially recognized on trade date ie. date on which the Company
becomes party to the respective contractual provisions. Non-derivative financial assets comprise loans and
recejvables that are financial assets with fixed or determinable payments that are not quoted in active
markets and includes trade debts, 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 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 transferred assets.

—
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liabilities
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Initial recognition
Financial liabilities are classified in the following categories:

fair value through profit or loss;
and other financial liabilities.

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

Subsequent measurement

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

Q. 2o R
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

Fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held-for-trading and
financial liabilities designated upon initial recognition as being at fair value through profit or loss. The
Company has not designated any financial liability upon recognition as being at 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 lgsses 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 expired.

financial assets and financial liabilides

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 settle on a net basis or to realize the assets and to settle the
liabilities simultaneously. The legally enforceable right must not be contingent on future 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 parties,

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 following, 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 (i.e. the risk of default occurring over the
over the expected life 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 effort. This includes both quantitative and qualitative
information and analysis, based on the Company's historical experience and informed credit assessment
and including forward-looking information.

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. Lifetime ECLs are the ECLs that result from all possible default
events over the expected 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 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 contractual period over which the Company is exposed to credit risk. Loss
allowances for financial assets measured at amortized cost are deducted from the gross carrying amount of
the assets. The gross carrying amount of a financial asset is written off when the Company has no
reasonable expectations of recovering 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-off based on whether
there is a reasonable expectation of recovery. The Company expects no significant recovery from the
amount written off. However, financial assets that are written off could still be subject to enforcement
activities in order to comply with the Company’s procedures for recovery of amounts due.

@9 QJ_/\ A%
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LAFCO (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2022

receivables
‘eceivables

These are classified at amortized cost and are initially recognized when they are originated and measured
at fair value of consideration receivable, These assets are written off when there is no reasonable
expectation of recovery. Actual credit loss experience over past years is used to base the calculation of
expected credit loss.

Cash and cash equivalents 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 in current,
saving and deposit accounts.

Gratuity 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 settle the obligation and a reliable estimate can be made. However, provisions are
reviewed at each reporting date and adjusted to reflect current best estimate.

Revenue is recognized at an amount that reflects the consideration to which the company is expected to be
entitled in exchange for transferring goods or services to a customer, For this purpose, the company:

« ldentifies the contract with a customer;

« identifies the seperate performance obligations in the contract;

« determines the transaction price which takes into account estimates of variable consideration, if any,
and the time value of money;

« allocates the transaction price to the separate performance obligations, if applicable, on the basis of the
relative stand-alone selling price of each distinct good or service to 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 providing toll collection and related services which
generally include a single performance obligation. Revenue is recognized on the following basis:

» Toll collection income is recognized at a point in time on issuance of toll tickets, AVI tags and smart
cards.
« Profit on bank deposits is recognized on time proportionate basis.

Provision of current taxation is based on taxable income at the current rate of taxation after taking into
account applicable tax credits and tax rebates available under the law.
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LAFCO (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2022

Deferred tax is 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 liabilities are measured at the tax rates that are expected to apply to the period
when the asset is realized or the liability is settled, 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 to
equity in which case it is included in equity,

ed party transactions
411 | Related party transactions e

Transactions with related parties are carried out on arm'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-related to the
seller. Transactions other than at arms length are approved by the Board on proper justification.
Remuneration paid to a director and three executives during the year was Rs. 14 million (2021: Rs. 11
million). They are also provided company maintained cars and mobile facility.




LAFCO (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

As at July 01, 2020

Cost 5,554,702 5,709,780 4,907,012 21,837,801 4,909,181 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) (B6.682,101)
Net book value 5,554,702 2,101,481 1,121,159 8,928,941 1,917,436 10,775,953 4,509,393 34,909,065
Year ended June 30, 2021 :

Opening net book value 5554702 2,101,481 1,121,159 8,928,941 1,917,436 10,775,953 4,509,393 34,909,065
Additions - - - 76,441 - 517,009 - 593,450
Depreciation charged . (210,148)  (144,354) (893,531) (191,744)  (1,114,000) (901,878)  (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 4907012 21,914,242 4,909,181 24,045,306 55,144,393 122,184,616
Accumulated depreciation - (3,818447) (3,930,207) (13,802,391) (3,183,489) ([13.866.344) (51,536,878) (920.137.756)
Net book value 5554702 1,891,333 976,805 8,111,851 1,725,692 10,178,962 3,607,515 32,046,860
Year ended June 30, 2022

Opening 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
Additions - - - 160,000 - - 1,510,500 1,670,500
Depreciation charged - (189,133)  (123,472) (815,185) (172,569) (1,017,896) (787,803)  (3.106,058)
Closing net book value 5,554,702 1,702,200 B53,333 7,456,666 1,553,123 9,161,066 4,330,212 30,611,302
As at June 30, 2022

Cost 5,554,702 5,709,780 4,907,012 22,074,242 4,909,181 24,045,306 56,654,893 123,855,116
Accumulated depreciation - (4,007,580) (4.053.679) [14.617,576) [3,356,058) [14.884,240) ([52,324,681) (93,243814)
MNet book value 5,554,702 1,702,200 853,333 7.456,666 1,553,123 9,161,066 4330212 30,611,302
Annual rate of depreciation 10% 10% - 20% 10% 10%, 10% 20%
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LAFCO (PRIVATE) LIMITED

Cost 1,009,526,805  1,009,526,805
Accumulated amortization [665,634,767) (618,613,555)
Written down value 6.1 343,892,038 390,913,250
BEAY Reconciliation of written down value
Opening balance 390,913,250 437,934 462
Amortization charge for the year {47,021,212) (47,021,212)
Closing balance 343,892,038 390,913,250

m These are amortized over the concession agreement term of 21.5 years,

DTHER INTANGIBLE ASSET
Computer Software
Cost 915,000 915,000
Accumulated amortization [838,255) [B19,069)
7.l 76,745 95931
94"  Reconciliation of written down value
Opening balance 95,931 119,914
Amaortization charged during the year (19,186) (23.983)
76,745 95931
Amortization rate 20% 20%

Land and building

Cost 52,946,701 52,946,701
Accumulated depreciation (14,309,920) (11,447,9386)
Adjustment on early termination (38,636,781) -

8.1 - 41,498,765

B8 Reconciliation of written down value

Opening balance 41,498,765 47,222,733
Depreciation charged during the year (2.861,984) [5.723,568)
Adjustment on early termination (38,636,781) -
Closing balance - 41,498,765
Considered good
Against rented premises 20,000 820,000
For petrol, oil and lubricants 200,000 200,000
Against utilities 542,756 542,756

762,756 1,562,756

Q I 8
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LAFCO (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2022

Opening balance 500,000,000 -
Recognized in statement of profit or loss - 500,000,000
Closing balance 10.1 500,000,000 500,000,000

BIDAR As a matter of prudence, the management has recognized deferred tax asset of Rs. 500 million (2021: 500 million)
out of total deferred tax asset of Rs. 1,599 million (2021: Rs.1,441 million) on the basis of high probability of
availability of future taxable income against which deductible temporary differences will be utilized. Total
deferred tax asset comprises of:

Deductible temporary differences

Provision for restoration of the carriageway 1,563,186,885  1,396,365,277
Lease liability & 3,861,424
Profit on short term investment (2,914,500) -

Operating fixed assets and intangibles 38,396,872 40,301,213

1,598,669,257 1440527914

Considered good

Advances
To the Parent - 33,075,183
For expenses 111 B.454.462 2,700,000
Income tax 441,362,338 310,488,049
Deposit against rented premises 800,000 -

450,616,800 346,263,232

BRAE This includes Rs. 4,750,712/~ (2021:Nil) receivable from the Parent. This is unsecured and interest free.
Maximum aggregate outstanding balance at the end of any month during the year was Rs. 6,991,316 /- [2021:Nil).

Term deposit - at amortized cost 12.1 335,000,000 335,000,000

BN This is held with a bank carrying return at the average rate of 9.88% per annum (2021: 7.77% per annum) and is
due to mature on March, 2023 (2021: April, 2022). Term deposit has been given as security against performance
guarantee in favor of Secretary Communications & Works Department, Government of Punjab [Refer Note 18.1),

i NoteTl EENFZ02Z0000 EN2UZINE
° Rupees | " Rupeesil
Cash in hand 676,063 627,002
Cash at bank
in saving accounts 131 2,7681,123,411 1,732,834.861
in current account 2,540 2,540

2,781,125,951 1,732,837 401
2781802014  1,733.464,403

I8 Average rate of mark-up charged during the year was 7.84% perannum [2021: 5.25% per annum).

5 B 9%,
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LAFCO (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2022

_ Authorized share capital

120,000,000 ordinary shares of Rs.10/- each 1,200,000,000  1,200,000,000
Ji42) 1ssued, 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

m Detail of share holdings is as follows:

Frontier Works Organization - (the Parent) 77,999,994 77,999,995
Khalid Rauf & Company [Private) Limited - (Associated company) 23,999,999 23,999,999
Hahib Rafiq (Private) Limited 11,999,999 11,999,999
Sachal Engineering Works (Private) Limited 5,999,999 5,999,999
Directors 7 7

120,000,000 120,000,000

Opening balance 54,814,022 51,061,330
Finance cost on lease liability 1,860,122 3,752,692
Payment made during the year (6,3B8,800) =
Adjustment on early termination of lease [50,285,344) -
Closing balance - 54,814,022
Less: Current portion shown under carrent liabilities - [13,156,517)
- 41,657,505

Opening balance 4,815,052,6B0  4,287,657,601
Provision for the year 16.1 575,246,922 527,395,079
Closing balance 5391‘.’!,299,6{]; 4,815,052 680

BA8Y 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 the expected cost of the overlay.

The expected cost of the second overlay was re-assessed by an independent technical consultant during the last
year.

Creditor - related party 17.1 81,141,564

Accrued liabilities 6,292,309 2,620,435
Withholding income tax payable - 4227806 2,759,356
Retention money payable - 716,312
Payable to gratuity fund 17.2 2,238,518 2,375,920
Others 500,000 719,826

94,400,197 9,191,849

BI70 1t represents service charges payable to the Parent (Refer Note 20.1), which is also maximum aggregate balance with

reference to any month end.
D b1
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

FA72% rayable to gratuity fund

Opening balance 2,375,920 4,429,134
Add: provision for the year 4,529,118 2,375,920
Less: paid during the year (4.666,520] (4,429,134)
Closing balance 2238518 2,375,920

BI81 COMMITMENTS

Bank guarantee of Rs. 335 million (2021: Rs. 335 million) has been issued in Favor of Communication & Works
Department, Government of Punjab, for performance as per terms of the Concession Agreement (Refer Note 1.1).

PI82" CONTINGENCIES

Demand of income tax of Rs. 298.07 million in respect of tax year 2016 raised by the Tax Department under
section 122(1) of the Income Tax Ordinance, 2001 not acknowledged in view of pending appeal. The Company
contested the Order in appeal before Commissioner Inland Revenue {Appeals), Islamabad which has been heard
and decision on the appeal is awaited. Meanwhile stay against recovery was granted by Appellate Tribunal till the
final outcome of the appeal. The management is hopeful of favorable outcome.

Profit on short term investment 29,572,125 31,582,125
Profit on deposit accounts 176,131,517 70,859,525
Gain on early termination of lease 11,648,563 -

Other income 19.1 103,286,549 29,565,224

320,638,754 132,006,874

PSR This represents charges/income for use of space at Lahore - Sheikhupura - Faisalabad dual carriageway.

¥ AR O
TING EXPENSES

Toll management fee 201 988,162,704 894,692,174
Maintenance and supervision - 199,136,395 200,822,493
Amortization of concession intangible assets [ 47,021,211 47,021,212
Other operational and maintenance expenses 35553918 24,079,339
Afforestation 11,447,193 9,467,460
Vigilance and cleaning 6,839,770 6,408,385
Depreciation of right of use asset B 2,861,984 5723968
Cash Management Division [CMD) commission 2,100,922 2,500,828
Insurance 672,608 1,610,755

1293816705  1,192,326614

B2DIN This represents Operation and Management (O&M) service charges, as per Operation and Management
Agreement [OMA) signed between the Company and its Parent

B o
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CO (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

Salaries and allowances 211 30,483,167 20,726,012
Legal and professional charges 4,966,250 2,898,500
Depreciation of property and equipment 5 3,106,058 3,455,655
Vehicle running and maintenance 6,419,968 3,537,172
Insurance 3,200,012 3,236,401
Utilities 2,035,671 2,163,949
Entertainment 2,394,227 2,139,964
Auditors’ remuneration 21.2 989,300 1,135,500
Printing and stationery 796,465 701,284
Repairs and maintenance 3,474,815 1.416,284
Communication 646,802 560,213
Travelling and conveyance 719,724 586,735
Advertisement 210,000 290,000
Amortization of the intangible asset 7 19,186 23,983
Fee and subscription 45,518 19,826
Rent, rates and taxes - 400,117
Others 4,560,075 2,158,212

64,067,238 45,449 807

B2N This includes staff retirement benefits amounting to Rs. 4,529,118/- (2021: Rs.2,375,920/-).

B2820 Auditors' remuneration

Aulit fee 722,000 656,250
Review of statement of compliance 115,500 341,250
Certification fee 151,800 138,000

989,300 1.1 BSiSDD

Mark-up on long term financing - 8,183,866
Finance cost on lease liability 1,860,122 3,752,692
Bank charges and commission 506,440 534,154

2,366,562 12,470,712

Current tax
For the year 435,021,321 300,621,596
For prior year (34.672) 126,294
Deferred tax 10 - (500,000,000)

434 986,649 [199,252,110]

[ R
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LAFCO (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2022

n Relationship between accounting profit and tax expense

Profit for the year before taxation 766,304,525 510,250,164
Tax on accounting profit at the applicable tax rate of 2904 222228312 147,972,548
Tax effect of :
Expenses that are Inadmissible in determining taxable profit 119,701,351 140,629,972
Expenses that are admissible in determining taxable profit 40,361,801 12,019,076
Prior year tax [34,672) 126,294
Super tax 52,729 857 -
Deferred tax - (500,000,000

434 986,649 [199,252,110)

Total number of employees at year end 42 19

Average number of employees for the year 42 45

The Company in the normal course of business carries out transactions with various related parties which
comprise of the Parent, Associated Companies, Chief Executive Officer and Directors. Contribution to the staff
gratuity fund and payment made during the year is disclosed in Note 16.1. Detail of other transactions with
related parties, which are not specifically disclosed elsewhere in these financial statements, are as follows:

Frontier Works

Organisation Toll receipts share paid/adjusted 988,182,704 894,692,174
(the Parent Holds Payment made 982,833,515 428,041,206
64.99% sharehs in the|payment of electricity share 22,975,282 26,374477
Comapny) A

Khalid Rauf & Co.
(Pvt.) Ld.
(Associate Holds Payment for road repair and maintenance 186,063,941 185,985,564
19.99% shares in the
Comapany)

IBEX Construction
(Pvt) Ltd. Amount paid to associated company - 430,000
[Associated company
by virtue of common

Payment made on behalf of the Company L 430,000
Parent)

The Company finances its 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 finance department under oversight of the Board of Directors in line with the

policies approved by the Board.

»on Al
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LAFCO (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2022

Financial assets at amortized cost :

Long term deposits 762,756 1,562,756
Deposit against rented premises 800,000 -
Short term investment 335,000,000 335,000,000
Profit on short term investment 10,050,000 6,507,375
Bank balances 2,781,125951 1,732,837,401
3,128,538,707 2,075,907 532

Financial liabilities at amortized cost :

Lease liability - 54814022
Provision for restoration of the carriageway 5,390,299,602 4,815,052,680
Accrued and other liabilities 6,792,309 4 056,573

5397091911 48739233275

The Company's activities expose it to a variety of financial risks (credit risk, liguidity risk and market risk). Risks
measured and managed by the Company are explained below :

s

CONCENTRATION OF CREDITRISK

Credit risk represents the accounting loss that would be recognized at the reporting date if counter parties failed
completely to perform as contracted. The Company manages its credit risk through dealing with parties having
good credit rating and financial standing. The maximum exposure to credit risk at the reporting date is as

follows:

Long term deposits 762,756 1,562,756
Deposit against rented premises 800,000 .
Short term investment 335,000,000 335,000,000
Profit on short term investment 10,050,000 6,507,375
Cash at bank 2,781,125951 1,732,837,401

3,127,738,707  2,075907,532

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
short term investment and bank balances as these are placed with / receivable from local banks having good

credit rating.

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations 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 facilities. This includes maintenance of
statement of financial position liquidity ratios through working capital management. Following are the

contractual maturities of financial labilities.
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Financial Liabilities

Provision for

restoration  of the

carriageway 5,390,299,602 5,390.299,602 - 5,390,299,602 -
Accrued and other

liabilities 6,792,309 6,792,309 6,792,309 - -

5397091911 5397091911 6,792,309 5,390,299,602 -

Financial Liabilities

Lease liability 54,814,022 69949111 13,416,480 35.877.009 20,655,622

Provision for

restoration  of the

carriageway 4815052680 4815052680 - 4+ 815,052,680 -

Accrued and other

liabilities 4,056,573 4056,573 4,056,573 . -
4873923275 4889058364 17473053 4850929680 20,655,622

The Company has liquid assets of Rs. 3,127.65 million [2021: Rs. 2,074.97 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 future cash flows of a financial instrument will fluctuate because
of changes in market interest rates.

Majority of interest rate risk arises from long 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 arises from mismatches of financial assets and financial liabilities that 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 statement of profit or loss.

Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument, will fluctuate 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 to currency risk.

Equity price risk

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

equity price risk
D w
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The carrying values of all the financial assets and financial liabilities reported in the financial statements
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,

The Company's ohjectives when managing capital are to safeguard the Company’s ability to continue as a going
concern, 5o that it can continue to provide returns 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 (FW0).

The Company manages its capita] by monitoring return on net assets 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 shares, The Company also monitors gapital 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 equity of Rs. 1,454 million (2021: Rs. 1,785 million), as
at the year end due to provision of Rs. 5,390 million (2021: Rs. 4,815 million) in respect of restoration of the
carriage way which is 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 internal generation of funds and
Injection of funds as equity or loan from the Parent in the coming years, il needed.

RISSUE

Figures have been rounded off to the nearest Rupees.

- 'ELS“""‘ WM

CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR
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