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Opinion

We have audited the annexed financial statements of LAFCO (Private) Limited (the Company),
which comprise the statement of financial position as at June 30, 2023 and 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 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, 2023 and of the 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, 2023, its equity is negative by Rs. 1,194.86 million (2022: Rs. 1,453.61 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. Qur 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 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 ISAs 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:

o 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.
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e 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 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.

s 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 or conditions that may cast significant doubt on the Company’s ability to
continue as a going concern. [f 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.

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 audit and significant audit Andings, 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 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 (XVI1I of 1980).

The engagement partner on the audit resulting in this independent auditors’ report is Syed Al

Adnan Tirmizey. %

lace: &
Date: 10 SEP 2013
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LAFCO (PRIVATE) LIMITED

DIRECTOR’S REPORT TO THE SHAREHOLDERS

The Directors of the Company are pleased to present the 21* Annual Report of LAFCO (Private)
Limited along with the Audited Financial Statements and Auditor’s Report thereon for the Financial Year

ended June 30, 2023.

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.
o 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.
a The Concession can be terminated on various grounds.
s 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.

o There has been no change in the business of the Company during the Financial Year ended June 30,
2023.

Financial Performance Summary

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

ended June 30, 2023 with comparative position of last six year’s performance are as under: -

kd\ H-t\_\__'kt’-h\;"\ ‘\( K .gl.'*t- L ::‘."r

L]




LAFCO (PRIVATE) LIMITED

Particul 30 June-23 | 30 June-22 | 30 June-21 | 30 June-20 | 30 June-19 | 30 June-18
i Rs Mn Rs Mn Rs Mn Rs Mn Rs Mn Rs Mn
Gross Revenue 2,785.46 | 2,701.80 | 2,287.89 1,938.20 | 1,894.20 1,954.28
Operating expenses 1,264.53 1,293.82 1,192.33 957.36 905.73 1,035.96
Provision for Restorationof | o764 | 57525 | 52740 | 1,253.94 | 1,12572 | 1,008.00
Carriageway
Administrative expenses 74.29 64.07 4545 46.09 58.33 57.70
Finance Cost 0.48 2.37 12.47 91.71 116.51 121.57
Frafit ! Loss) befora 81922 | 76630 | 51025 | (410.89) | (312.09) | (268.96)
taxation
Taxation 56047 434.99 (199.25) 155.69 22.86 23.08
Profit / (Loss) for the yvear 258.74 331.32 709.50 (566.58) (334.96) (292.04)
The following graph describes the six years summary of Profit / (Loss) before tax.
PROFIT / (LOSS) BEFORE TAX
1,000 - 819 788
510
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E b (312) (269)
g {s00) -
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{1,500)
{2,000) .
2023 2022 202 2020 2018 2018
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Appropriations

The Company is running in Losses as there is unappropriated Loss of Rs 2,394,863,574/- as on June

30, 2023, 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, 2023 and attended by the Board of

Directors of the Company as follows: -

Ser# | Name of Director

DDesignation

Total Meeting Attended

1 Fakhar Uddin Qadri Executive Director - CEO 4
2 | Kamal Azfar Non-Executive Director — Chairman 5
3 Tanvir Iyas Non-Executive Director 5
4 Khawaja Asim Shaheen Non-Executive Director 5
5 Maria Khalid Non-Executive Director Bl
6 | Zahid Rafig Non-Executive Director 4
7 Abdul Karim Qureshi MNon-Executive Director 5

As on June 30, 2023, following are the Key Managerial Personnel (KMPs) of the Company:

Ser # | Name of Director Designation

| Amjad Farooq Amjad Chief Operating Officer

2 Irfan Masrullah Chief Financial Officer & Company Secretary

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 Liaquat 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 2023-24.

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

firm is fully compliant with the International Federation of Accountants (IFAC) Guidelines on Code of Ethicg,
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LAFCO (PRIVATE) LIMITED

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

Mo material changes in the Financials or Commitments during the year ended June 30, 2023.

Deposits
As on June 30, 2023, 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, 2023,

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

ended June 30, 2023,

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

22 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,

\ Y Ao\ 1
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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 23 to the Financial Statements together with a description of ils

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, 2023,

Particulars of Employees
As on June 30, 2023, the Company has 44 Employees whose details are included in Note 21 of the

Financial Statement.
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LAFCO (PRIVATE) LIMITED

STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2023

ASSETS
NON CURRENT ASSETS

Property and equipment
Concession Intangible assets
Dther intangible asset

Long term deposits
Deferred tax asset

CURRENT ASSETS

Advances and deposits

Short term prepayments

Short term investment

Profit on short term investment

Income tax refunds due from Government
Cash and bank balances

EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVE
Authorized share capital

Issued, subscribed and paid up capital
Accumulated loss

NON CURRENT LIABILITIES

Provision for restoration of the carriageway

CURRENT LIABILITIES

Accrued and other Habilities
Provision for taxation - Income tax

CONTINGENCIES

} T ) ey TR S et [ N TR
ot 2 i 2023 | GAMRLES20 2
, b - Rupees . Rupees
5 38,697,765 30,611,302

b 296,870,826 343,892,038

7 61,396 76,745

8 762,756 762,756

g 500,000,000 500,000,000

836,392,743 875,342,841

10 595,858,588 449,094,800

5856679 5,256,621

11 335,000,000 335,000,000
17,503,750 10,050,000

8,046,176 B.046,176

12 3,199,999,050 2,781,802,014

4,562,264,243 3,589,249,611

5,398,656,986 4,464,592,452

13 1,200,000,000 1,200,000,000

13 1,200,000,000 1,200,000,000
(2,394,863,574)  (2,653,606,668)
(1,194,863,574)  (1,453,606,668)

14 6,017,241,964 5,390,299.602

15 15,816,040 92,878,197

560,462,556 435,021,321

576,278,596 527,899,518

5,398,656,986 4,464,592,452

16 -

The annexed notes form an integral part of these flnancial statements,

CH|EREXECUTIVE OFFICER

-

CHIEF FINANCIAL OFFICER

DIRECTOR
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LAFCO (PRIVATE) LIMITED

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED JUNE 30, 2023

Income from operations - Toll receipts
Other Income

Operating expenses

Provision for restoration of the carriageway
Administrative and general expenses
Financial Charges

Profit for the year before taxation
Provision for taxation
Profit for the year

Other comprehensive income for the year

Total comprehensive income for the year

17

18
14
19

20

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

CHIEFEXECUTIVE OFFICER

.

2,248,968,915
536,494,429

2,381,163,198
320,638,754

2,785463,344

2,701,801,952

(1,264,531,663)

(1,293,816,705)

(626,942,362) (575,246,922)
(74,292,659) (64,067,238)
(478,800) (2.366,562)
(1,966,245,484)  (1,935497,427)
819,217,860 766,304,525
(560,474,766) (434,986,649)
258,743,094 331,317,876
258,743,094 331,317,876

‘N\i‘“-h Ao, A\ u:& z.:-zll

CHIEF FINANCIAL OFFICER

DIRECTOR
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LAFCO (PRIVATE) LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED/JUNE 30, 2023

Balance as at July 01, 2021

Total comprehensive income for the year
Profit for the year
Other comprehensive income for the year

Balance as at June 30, 2022

Total comprehensive income for the year
Profit for the year
Other comprehensive income for the year

Balance as at June 30, 2023

1,200,000,000  (2,984,924,544) (1,784,924,544)
- 331,317,876 331,317,876
- 331,317,876 331,317,876

1,200,000,000 [2.,653,606,668) (1,453.606,668)
- 258,743,004 258,743,094
- 258,743,094 258,743,094

1,200,000,000  (2,394,863,574)  (1,194,863,574)

The annexed notes form an integral part of these financlal stotements,

CHIEF

ECUTIVE OFFICER

dn

CHIEF FINANCIAL OFFICER
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DIRECTOR




LAFCO (PRIVATE) LIMITED

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2023

Cash flows from operating activities

Lk g ;'1..::." | KAl

£ (DR 2D ZEINR]

CRupees ||| Rupees ||

Profit for the year before taxation 819,217,860 766,304,525
Adjustments for non cash / non operating items:
Depreciation of property and equipment 19 4,608,138 5,968,042
Amaortization of intangible assets 18 &19 47,036,561 47,040,398
Provision for restoration of the carriageway 14 626,942,362 575,246,922
Finance costs 478,800 2,366,562
Provision for gratulty 15.1 3,338,054 4 529,118
(:ain on early termination of lease term - (11,648,563)
Gain on sale of fixed assets 17 (176,242)
Profit on short term Investment 17 (47.,653,750) (29,572,125)
Profit on deposit accounts 17 (425213,378) (176,131,517)
209,360,545 417,798,837
Operating cash flows before working capital changes 1,028,578,405 1,184,103,362
Working capital changes:
(Increage)/ decrease in current assety:
Advances and deposits (427,058,400} 27,320,721
Short term prepayments (&00,058]) (3,556,286)
Accrued and other liabilities (78,161,693) 85,345,750
Met cash generated from operations 522,758,254 1,293,213,547
Income tax paid (554,738,919) (#33,804,693)
Gratulty paid 15.1 (2,238,518) [4,666,520)
Finance cost paid (478,800) [2,366,562)
Net cash (used in) / generated from operating activities (A ) (34,697,983 B52,375,772
Cash Mows from investing activities
Capital expenditure paid (12,950,040) (1,670,500)
Cash received on disposal of fixed assets 431,681 -
Profit recelved on deposits accounts and investment 465,413,376 202,161,017
Met cash generated from Investing activities (B) 452,895,019 200,490,517
Cash flows from linancing activities
Lease liabilities paid {4,528,678)
Net cash (used in) Nnancing activities (C) [+.528,678)
Net Increase in
cash and cash equivalents during the period [A + B +C) 418,197,036 1,048,337,611
Cagh and cash equivalents at the beginning of the period 2,781,802,014 1,733464.403
Cash and cash equivalents at the end of the period 3,199,999,050 2.781.B02,014

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

A

CHIEF FINANCIAL OFFICER

Aot \Un s

DIRECTOR

UTIVE OFFICER

CHIEF
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
I"I]R THE YEAR ENDED JUNE'30, 2023

A A AN S O RRATIONS | e s
A LAFCO (Private) Limited (the [.Dmp:l-l‘l.jf} was in-:urpuﬁtml in Pakistan on Blh July, 2002 as a Private
Limited Company under the repealed Companies Ordinance 1984 (now the Companles Act, 2017),
The registered Office of the Company is located at Old Toll Plaza Bullding, 11-KM Sheikhupura
Road, Sharif Park, Kot Abdul Mallk, 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 perlod 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 (tself 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 talls in accordance with the agreement.
» The Company shall maintain the road in excellent condition, In accordance with sound
engineering practice, which includes perlodic 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, fallure
to carry out periodic maintenance and structural overlays and charge of tolls In excess of
agreement.

« If the Company defaults on its loans and is unable to rectily the same, then the Government
may terminate the Concession and give possession of the Project to the lenders.

« Lenders rights & security will remain un-affected by the transfer to the Government,

» At the end of the expiry period, the Company shall transfer to the Government, all
immovable and moveable 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.

[4452 ") The Company is a subsidiary of M/s Frontier Works Organization (FWD) ("the Parent’).

g'JﬁS:H The Company incurred loss in prior perfods and, as on the reporting date, its equity s negative by
Rs. 1,194,886 million [2022: Rs. 145361 millien). 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
14), 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, therefore, it may not be
able to reallze 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 periods 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 taxation and provision for restoration comes to Rs. 1,446.16 million
(2022: Rs. 1341551 million), The Company will be able to generate enough funds to meet its
obligation 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 [s confident that the Company will be able to continue as a gu]ng concern.

[727 [STATEMENTIOF COMPLIANCE | [0 G T
These financial statements have been prepared in accordance with the accounting and rﬁpnrting standards
as applicable in Pakistan. The accounting and reporting standards applicable in Pakistan comprise:

« International Financial Reporting Standards (IFRS) issued by the International 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, the
provisions of and directives issued under the Companies Act, 2017 have been followed.

‘Q},\ H\t—"\ahlux\ﬂ_ar& *::'j
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2023
B i SR rAT e ] R T T S e

/2.2 Funictlonal and presentation curreney

%Mﬁﬁ?ﬁ MENDMENTS TO STANDARDS AND INTERPRETATIONS [0

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

EE T SR
These financial statements have been presented in Pakistani Rupees which is the Company's
functional and presentation currency.

s estvate A figatmen 11 11700 N e

The preparation of financial statements in conformity with approved accounting standards requires
the management to make judgmenis, estimates and assumptions that affect the application of
palicies and reported amounts of assets and liabilities, income and expenses. The estimates and
assoclated assumptlons 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 underlylng 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 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 Intangibles.
. Provision for taxation.
Provigion for restoration of carriageway.

i

|41 Standards, amendments to standards and interpretations becoming effective in current year |

nﬂ

The following standards, amendments to standards and Interpretations have been el'f'ecl:ive and are
mandatory for financial statements of the Company for the periods beginning on or after July 01,
2022 and thercfore, have been 1pp||ed in preparing these financial statements.

andal R A

i1 Anv Tmprovements t I §2018:2020/Cyele 11

The IASE has issued 'Annual lmprovements to IFRS Standards 2018-2020°. The pronouncement
contains amendments to the following Financial Reporting Standards (1FRSs).

IFRS 9 Financial Instruments - Fees in the '10 per cent’ test for derecognition of financial Habilities,
The amendment clarifies which fees an entity includes when it applies the "10 per cent’ test in
assessing whether to derecognize 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,

1AS 41 Agriculture - The amendment removes the requirement in paragraph 22 of 1AS 41 for entities
to exclude taxation cash Nows when measuring the fair value of a biological asset using a present
value technigue. 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 did not have any significant impact on the Company’s financial
statements,

Q—f\l -‘\"f‘_ib.,‘i.w,:_:_\ \{lmﬁ s :‘l

/4



LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED ]I]Nl-‘ a0, 2023

il IAS16 - Property, Plantand Equipment.
The 1ASB has published 'Property, Plant and Equipmmt - Pruceuds before Intendetl Use

(Amendments to [AS 16)° from selling ltems 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 prohibits 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 recognizes 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
prasented in the Anancial statements in which the entity first applies the amendments,

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

statements.

IAS 37 = Provislons, Contingent Liabilities and Contingent Assets | o e LR
The 1ASH 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 [s onerous.

The changes in Onerous Contracts — Cost of Fullilling 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 costs 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 fullilling the contract).

The amendments published are effective for annual periods beginning on or after 1 January 2022,
Application of these amendments did not have any significant impact on the Company's financial
statements.

1'1"1‘.-] mﬁ: Hﬁaﬁ axes I dl.l_u._]_l -_'.“" uL._ru o £ r_n:l.:.-i. bR

The 1ASE has issued '-.mundmcnrs to provide a temporary exception to rhl.- requirements regarding
deferred tax assets and labilities related to pillar two Income taxes. The amendments introduce an
exception to the requirements In the standard that an entity does not recognize and does not
discloge information about deferred tax assets and liabilities related to the DECD pillar two income
taxes.
An entity applies the exception and the requirement to disclose that it has applied the exception
immediately upon issuance of the amendments; the remaining disclosure requirements are required
for annual reporting periods beginning on or after 1 January 2023, Application of these amend ments
did not have any signil'l:am Jmpact on thn CDI!'lp‘ll'ljl' 5 ﬁlinn{:tal statements

o Rk i P

There are certaln new smndards. ummdmcnts to st:mdards and interpretations that became
effective during the year and are mandatory for accounting periods of the Company beginning on or
after July 01, 2022 but are considered not to be relevant to the Company's operations and are,
therefore, not disclosed in these financial statements.

ey AL
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LAFCO (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR FNDED] E30; 2023

Faiad §ﬂ\$

The Fnl]owiul, standards, amendmmts to stﬂndards and Jnterpretatmns ]131.".‘ hcnn puhlishnd and
are mandatory for the Company's accounting periods beginning on or after the effective dates
specified therein,

|1 1AS 1 = Presentation of Financial Statements i
The IASB has issued 'Classification of Linbilities as [‘.um:nl‘ or Non-current [Amendmenls to 1AS 1]
providing a more general approach to the classification of labilities under IAS 1 based on the
contractual arrangements in place at the reporting date. The amendments in Classification of
Liabilitles as Current or Non-current affect only the presentation of labilities In the statement of
financial position — not the amount or timing of recognition of any asset, llability Income or
expenses, or the Information that entities disclose about those items, They:

- clarify that the classification of liabilities as current or non-current should be based on
rights that are in existence at the end of the reporting period and align the wording in all
affected paragraphs to refer to the "right” to defer settlement by at least twelve months and
make explicit that only rights in place "at the end of the reporting period” should affect the
classification of a liability;

E clarify that classification is unaffected by expectations about whether an entity will
exercise its right to defer settlement of a liability; and
- make clear that settlement refers to the transfer to the counterparty of cash, equity

instruments, other assets or services,
The amendments to 1AS 1 are effective for annual periods beginning on or after 1 January 2023,

The IASE has published 'Non-Current Liabilities with Covenants’ to clarify how conditions with
which an entity must comply within twelve months after the reporting perlod affect the
classification of a lability. The amendments in Non-current Liabllities with Covenants modify the
requirements introduced by Classification of Liabilities as Current or Non-current on how an entity
classifies debt and other financial liabilities as current or non-current in particular circumstances:
Only covenants with which an entity is required to comply on or before the reporting date affect the
classification of a lability as current or non-current. In addition, an entity has to disclose
information in the notes that enables users of financial statements to understand the risk that non-
current labilities with covenants could become repayable within twelve months.

The amendments to [AS 1 are effective for annual perfods beginning on or after 1 January 2024.

The IASB has [ssued ‘Disclosure of Accounting Policies (Amendments to IAS 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:

- an entity 1s 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;

e the amendments clarify that accounting policy information may be material because ol 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.
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2023
In addition, 1FRS 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. Onee the entity applies the amendments
to lAS 1, it is also permitted to apply the amendments to IFRS Practice Statement 2,

The amendments to 1AS 1 are effective for annual periods beginning on or after 1 |anuary 2023,
Application of these amendments s not expected to have any significant effect on the financial
statements,

ki 1AS 8 = Accounting Policles, Changes in Accounting Estimates and Errors | e
The IASE 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 uncertalnty”,

The IASE 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,
il f YR ER T T T Cr T LB N A S b el B S AL
The IASE has published 'ﬂufurn,-d Tax Tehtcd to Assets and Liabilities arlilng J'n:rm a Single
Transaction (Amendments to I1AS 12)° that clarlly 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.
| v, | IAS7 - Statement of Cash Flows and IFRS 7 - Financial Instruments: Disclosures | 7

The IASE ha'.-r published “Supplier Finance Arrangements [Amendments to IAS 7 and IFRS 7]’ to al.'ld
disclosure reguirements, and "signposts’ within existing disclosure requirements, that ask entities to
provide qualitative and quantitative information about supplier finance arrangements. The
amendments in Supplier Finance Arrangements:

- Do not define supplier finance arrangements. Instead, the amendments deseribe the
characteristics of an arrangement for which an entity Is reguired to provide the
information, The amendments note that arrangements that are solely credit enhancements
for the entity or instruments used by the entity to settle directly with a supplier the
amuunts owed are not supplier finance arrangements,

. Add two disclosure objectives. Entities will have to disclose in the notes information that
enables users of financial statements:
to assess how supplier finance arranpements affect an entity's liabilities and cash Nows
and
to understand the effect of supplier finance arrangements on an entity’s exposure to
liquidity risk and how the entity might be affected if the arrangements were no longer
available to it.
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED JUNE 30,2023
Complement current requirements in IFRSs by adding to 1AS 7 additional disclosure
requirements ahout:
the terms and conditions of the supplier finance arrangements;
for the arrangements, as at the beginning and end of the reporting period:
a) the carrying amounts of financial liabilities that are part of the arrangement and the
associated line item presented;
b) the carrying amount of financial liabilities disclosed under a) for which suppliers
have already received payment from the finance providers;
&) the range of payment due dates (for example, 30 to 40 days after the invoice date) of
financial liabilities disclosed under a) and comparable trade payables that are not part
of a supplier finance arrangement; and
the type and effect of non-cash changes in the carrying amounts of the financial liabilities
that are part of the arrangement
The 1ASB decided that, in most cases, aggregated information about an entity's supplier
finance arrangements will satisly the information needs of users of financial statements.
- Add supplier finance arrangements as an example within the liguidity risk disclosure
requirements in IFRS 7,
An entity applies the amendments to 1AS 7 for annual reporting periods beginning on or after 1
January 2024 and the amendments to IFRS 7 when it applies the amendments tw 1AS 7. The
Company is In process of evaluating the impact of applicatlon of these amendments on the
Company’s financial statements.
'uwk,;ﬂ: TN 1;3

ve IFRS16-Leases LR

The IASE has issued arm‘.-nd ments for 'Lease Liability in Sale and LEﬂSEbatk' that clarify how a seller-
lessee subsequently measure sale and leaseback transactions that satisfy the requirements in [FRS
15 to be accounted for sale.

'‘Lease Liability in a Sale and Leaseback Amendments' requires a seller-lessee to subsequently
measure lease Habilitles arising from a leaseback in a way that it does not recognize any amount of
the gain or loss that relates to the right of use it retains, The new requirements do not prevent a
seller-lesser from recopnizing in profit or loss any galn or loss relating to the partial or full
termination of a lease, The amendments also Include one amended and one new illustrative
example.

The amendments are effective for annual reporting periods beginning on or after 1 January 2024,
Application of these amendments is not expected to have any significant impact on the Company's
financial statements,

Sl

There are certain new standards, amcndmﬂn.ts to smndnrds 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.

/416 Standards issued by IASB but not applicable dn Pakistan 0
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

IFRS 51 General Requirements for Disclosure of Sustainability-related Financial Information
IFRS 52 Climate-related Disclosures

- ) S TTIWRVT I W

/8



LM'I"ﬂ [PRI'&’ATF] L IMITF[}

lJ -'3

m:mmww;z; fﬁLTJ‘Fi e T e Rl '“"Tﬂiﬂiﬂﬂ
| 41 [Property, plantand equipment i il '
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These are stated at cost less af:umu!ntud deruLmtinn -'!nrj aLcumuJamd Impatr&mnnt
losses, iF any, except for freehold land which is stated at cost less accumulated impairment
losses, iFany,

Depreciation Is charged to profit and loss at rates specified (n 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 ofl. Assets
residual values, wseful lives and depreciation rates are reviewed, and adjusted, I
appropriate at each reporting date,

Malintenance and normal repairs are charged to statement of profit or loss as and when
incurred, while major renewals and improvements are capitalized. The galn or loss on
disposal or retirement of an asset represented by the difference between the sale proceeds
and the carrying amount of the asset [s recognized as an Income or expense,

(41,27 Captal worl I progress 1
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. Capltal work-in-process is stated at cost,

Wﬁﬁ'ﬁﬁfiﬁm el St LI R A “WWWM
424/ Concession intangibleassets A R
Concession intangible assets correspond to lhc 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 [FRS 12 - Service Concession

Arrangement.

RN

T T
el Rk F

The concession intangible asset is recognized at construction cost of the concession
infrastructure less amortization 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,
R i T

m&tiﬁi 'lliﬁ E- e p o I"-' .3-.‘:- _H“ _.
Expenditure incurred to acquire computer soltware 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 impalrment
losses, if any.

Intangibles with finite usefil lives are amortized over uselul economic life at rates
specified in Nete 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,

‘L_A e—Aales- \C &ﬂ_ 54;“5
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED ]IIM 30,2023
48 Impaivmentofnon-financlalassets 0T

The carrying amounts of nrm-ﬁn.mu:ﬂ 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 s
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 Mows have not been adjusted. For the purpose of assessing impairment,
assets are grouped at the lowest levels for which there are separately identifiable cash fows (cash-
generating units),
An impairment loss is reversed If there is a change In the estimates used to determine the
recoverable amount, An impalrment loss is reversed only to the extent that the asset's carrying
amount does not exceed the carrving amount that would have been determined, net of depreciation
or amortization, if no impairment loss had been recognized previously, Reversal of an Impalrment
loss is WL[ILH!}‘LH imml:diau_iy hz the statement of prunt or loss,

A lease Iiahilit}r iz remgnlznd at the commencement date nf a lense. T‘he Iense 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 pald under residual value puarantees,
exercise price of a purchase option when the exercise of the option is reasonably certain to
occur, 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.

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.

R ieeng temenlis = SR e [ il e R R R ;
The lease term isa slgnif:nnt component in the measurement of both the right-of-use osset
and lease lability. Judgement Is 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.
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDEDJUNE 30, 2023
443 incremental borrowing rate : ; it
Where the interest rate impliclt in a lease cannot bc readily determjned an ml:'rcmentnl
borrowing rate |5 estimated to discount future lease payments to measure the present
value of the lease lability 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 envirenment,
WA ghtotsrasaets. 0 b e T e R R
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 [ncentives recelved, 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.

TSR

Right-of-use asset is depreciated over the unexpired period of the lease or the estimated
useful life of the asset, whichever s 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
rumaasurumnnt nfthn re]atr_d Imse H:l.hll]t]p'
(4.5 Financial Instruments. fltas LRuTgE
454 Mesurementof fnanclalasset

Initial measurement
The Company classifies its linancial assets into following three categories;

- fair value through other comprehensive income (FVOCI):

- falr value through profit or loss (FVTPL); and

- measured atamortized cost.
A fNinancial asset is inftally measured at falr 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 thelr classification, as follows:

Debt Investments at FYOC]

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

Equity Investments at FYVOCI

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 galns 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 Josses and impairment are recognized in the statement of profit
or loss.

‘ﬁ A Ao Wl .:“'J



LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

EOR THE YEAR ENDED JUNE 30,2023
Non-derivative financial assets
All non-derivative financial assets are initially recognized on trade date Le, date on which
the Company becomes party to the respective contractual provisions. Non-derivative
financial assets comprise loans and receivables that are financial assets with fixed or
determinable payments that are not guoted 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 substantfally all of the risk and rewards ol ownership of the
financlal assets are transferred or it neither transfers nor retaln substantially all of the
risks and rewards of nwnership and does not retain control over the transferred assets.

@52 | Financial liabilities S W R T

Initial recognition
Financial liahilltles are classified in the following categories:

- fair value through profit or loss;

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

Subsequent measurement

The subsequent measurement of financial labilities depends on thelr classification, as
follows:

Fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held-for-
trading and financtal liabillties designated upon initial recognition as being at falr value
through profit or loss. The Company has not designated any financial liability wpon
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
losses are recognized in statement of profit or loss, when the Habilities are derecognized as
well as through effective interest rate amaortization process,

Derecognition
The Company derecognizes financial liabilities when and only when the Company’s
abligations are discharged, cancelled or expire,

A

A3 Offseting of fnanci assots and inanciallsbiies

Financial assets and financial labilities are offser 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.

454 |Impalrmentoffinancialassets | Sl B

The Company recognizes loss ﬂiuw.uuw I'or E.xpeclecl Credit Losses (ECLs) in respect of
financlal 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-mionth
ECLs:

[
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30,2023
- 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 (Le. the risk of default
occurring 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 guantitative 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 {5 less than 12 months), The maximum period considered when estimating
ECL% 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 of a financial
asset in its entirety or a portion thergof, 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

due,
A A i T e R T R

These are classified at amortized cost and are Initlally recognized when they are originated
and measured at fair value of consideration recelvable. 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.

B G o
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 tn hand, cash with banks on
current, saving and deposit accounts.

{47 Staff retirement benefits - Gratuity Scheme: 1 0

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

B e e L e e e e T e R
Provisions are recognized In the statement of ﬂnan:inl pnsinnn when the Company has a legal or
constructive abligation 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.

_b_,\ H\‘“—{nu\.«,&‘ "{'_L\& . \\-L
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Revenue is recognized at an nmuunt that n.ﬂen.‘ta the musiderﬂtinn to which the company is
expected to be entitled in exchange for transferring goods or services to a customer, For this
purpose, the company;
identifies the contract with a customer;
identifies the 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
hasis:
«  Toll collection income is recognized ata point in time on issuance of toll tckets, AV] tags
and M-tags.
«  Profit on bank deposits is recognized on time pmparﬂunnte hasis,

(410 Taxaton. B ~'fr“fJ
(4404 Gurrenttax
Provision of current taxation is based on taxable income at the current rate of taxation
after taking Into account ap p]lrahte tax :rm:[ils and tax rebates available under the law.

v 1 e e B S W i AU

Deferred tax is provided using thn liability method for all tempoerary differences at the

reporting date between tax hases of assets and liabilities and their carrying amounts for

financial reporting purposes,

Deferved 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 t.'r;ullly ln which case ll‘. is in I:Eudlld in equity,

(411 Related party transaction {2 PR B

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 eight executives during the period was Rs. 19 million
(2022: Rs. 14 millien ). They are also provided company maintained cars and mobile facility.

*
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAIR |"'\|'HI"]J |UNF "iﬂ. 2023

L e o U
o RIS a1 TN A

Cost 1,009,526806 1,009,526,806
Accumulated amortization (712,655,980]) (665,634,768)
Written down value fi.1 296,870,626 343,892,038

[98A°Y Reconciliation of written down value
Opening balance 343,892,038 390,913,250
Amortization charge for the year (47,021,212) [47.021,212)
296,870,826 343,892,038

L, Foir
Cumpum-r Sn[[wnrc
Cost 915,000 415,000
Accumulated amortization [A53,604) (#30,255)
7. 61,396 76,745
L7 | Reconciliation of written down value
Oponing balance 76,745 95,931
Amaortization charged during the year (15,349 (19,186)
61,396 76,745

Amortization rate

Conside h:d gnn-d
Against rented premises 20,000 20,000
For petrel, oil and lubricants 200,000 200,000
Against Utilithes 542,756 542,756

?52.?55 ?IEZ 756

Opening balance S00,000,000 300,000,000

Recognized in statement of profit or loss . .
Closing balance 921 500,000,000 500,000,000

Mmﬁﬂs a matter of prudence, the management has recognized deferred tax asset of Rs. 500 milllon (2022: 500.
millien) out of total deferred tax asset of Rs. 1,778 million [2022: Rs, 159867 million) on the basis of probability
of future taxable profits against which deductible temporary differences will be utilized, Total deferred tax asset
comprises of:

Deductible temporary differences

Provision for restoration of carriage way 1.745000,170 1,563, 186,885
Profit on short term investment (5.076,088) (2,914,500)
Operating fixed assets and intangibles 38,231,475 38,396,872

1,778.155,557 1,598,669,257

TS omd b

1D



LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED lIJM- 30,2023

[0 Rovawaasawobmosrts L e

Considered good

Advances
Tu the parent - Frontier Works Organization 101 429,197 862 .
For expenses 4,793,000 6,932,462
Income tax 561,067,726 441,362,338
Deposit against rented premises 800,000 200,000

595,858,588 449,004,800

' The advance is unsecured and Interest free and adjustable against the toll management fee. Maximum aggregate
uutstanﬂlng balances at the end of any month r.lurlng the year was Rs, 838 333.934;’

due to mature on April, 2024 (2022: April, 2023), Torm deposit has been given as a security against performance
guarantee in faver of Secretary Communications & Works Department, Gevernment of Punjab [Refer Note 16.1)

Cash In hand 690,935 676,063

Cash at bank
in saving accounts 121 3,199,305,575 2,781,123.411
in current account 2,540 2,540
3,199,308,115 2,781,125,951
3,199,999,050 2,781.802,014

,_&1: : ﬂmmmm (R D O

e " Rupees' ||| [Rupees
maumnﬂmd shnn! capil:nl
120,000,000 ordinary shares of Rs,10/- each 1,200,000.,000 1,200,000.,000

{482 1ssued, subscribed and paid-up
120,000,000 ardinary shares of Rs, 10/- each fully paid In cash 1,200,000,000 1,200,000,000

| 13 Detall of share holdings is as follows: im h
Frontier Works Organization - (the Parent) 77,999,996 77.99999%

Khalid Raul & Company [Private) Limited - (Associated company) 23,999,999 23,999,999
Habib Rafig [Private) Lud, 11,999,999 11,999,999
Sachal Engineering Works (Private] Ltd, 5,999,999 5,999,999
Directors 7 7

120,000,000 120,000,000

Opening balance 5,390,299 602 4,815,052 680

Provision for the year 626,942,362 575,246,922
Closing balance 14.1 6,017,241,964 5,390,299,602

%‘_ i S PVRRVIN ) u\}
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LAFCO (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDEIDVJUNE 30, 2023

HHA As per Concession Agreement, the next structural overlay is to be undertaken during the Ananclal years 2024 and
2025. The Company |5 recognizing provision in accordance with the requirements of IFRIC 12 - Service
Concesslon Arcangements on the basis of expected cost of the overlay as determined by an independent technical

eonsultant [the consultant),

The expected cost of the averlay was re-assessed by the consultant during the year ended June 30, 2021 at Rs. 6.7
billlon in view of the current condition of the earringeway and the work required to be done in 2024 / 2025 to

restore the same.

Creditor - related party

Acerued labilities

Withholding income tax payahle
Payable to gratuity fund

Other payable

[ 451 Payable to gratuity fund

Opening balance

Adld: provision for the year

Less: payments made during the year
Closing balance

- 79,619,564

7374711 6,292,309

4,603,275 4,227,806

15.1 3,338,054 2,238,518
500,000 500,000

15,016,040 92,878,197

2238518 2,375,920

3,338,054 4,529,118

(2,238,518) (4,666,520)

3,330,054 2,238,518

d AL ] [

NCIES Al e VSO i B

" Bank guarantee ul‘ Rs. 335 million {2022 Re. 335 million) has been issued in favour of Communieation & Works
Department, Government of Punjab, for performance as per terms of the Concession Agreement. [Refer Note 1.1)

{620 Demand of Income Tax of Rs. 298,066 milllon in respect of tax year 2016 had been ralsed by the Tax Department,
under section 122(1) of the Income Tax Ordinance, 2001 through order dated July 02, 2021. The Company
contested the order hefore Commissioner Inland Revenue [Appeals], lslamabad 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 Apeal, The management is hopeful of favourable cutcome,

Gain on early termination of lease term
Profit on short term investment

Profit on deposit acoounts

Other income against right of way

Gain on Sale of fixed Assets

11,648,563

A7.653,750 29,572,125
425,213,378 176,131,517
63,451,059 103,286,549
176,242 +
536,494,429 320,638,754

Toll management fee

Maintenance and supervision

Amortization of concession intangible assets
Other operational and maintenance expenses
Afforestation

Vigilance and cleaning

Depreciation of right of use asset

Cash Management Division (CMD) commission
Insurance

168.1 933,230,653 988,182,704

201,638,968 109,136,395
i 47,021,212 47,021,212
60,257,319 35,553,918

13,730,765 11,447,193

7,912,558 6,839,770

. 2,861,984

. 2,100,922

740,188 672,607

1,264,531,663 1,293 816,705

RS Aabsa N )
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED JUNE 30, 2023
|28l | This represents Operation and Mansgement [O&M) service charges, as per Operation and Management
Agreement {IJM Al slg,m:d between the L“.nmpmu.r and its paﬂ:nt. !-n:mtlu Works ﬂ:'gnnizatiun

i : ! N Al s | 2&2-3:' At I.I. I 1”.2&“‘ % IE

[’I 'ﬂ? ' If’mm'm.ﬂﬁ ;mn umnm:. ﬁinnm LeE LD Z.f.”-m- | Rupees |  [Rupees |
Salaries and allowances 19.1 38,885,745 30,483,167
Vehicle running and maintenance 3,689,263 6,419,968
General Insurance 3,756,578 3,200,012
Utilities 2,983,064 2,035,671
Depreciation of property and equipment 5 4,608,138 3,106,058
Legal and professional charges 2,367,500 4,966,250
Repatrs and maintenance 6,356,036 3.474,815
Entertainment 2,150,314 2,394,227
Audltors' remuneration 192 1,092,000 989300
Printing and statlonery 745,050 796,465
Communication §14, 685 fad6,A02
Travelling and conveyance 444,414 719,724
Advertisement 95,000 210,000
Amortization of the intangible asset 7 15,349 19,186
Fee and subseription 60,130 45,518
Miscellaneous expenses 6,229,393 4,560,075

74,292,659 64,067,238

-_:H!l"n:! This includes staff retirement benefits amounting to R, 3, 3308,054/-(2022: Rs. 4,529,118/-).
[719.2 | Auditors’ remuneration

Audit fees 797,000 722,000
Review of statement of compliance 127,000 115,500
Other services lee 168,000 151,800

1,092,000 989,300

lfbnri“" ;

i i

HiES
Current tax
For the period 560,462,556 435,021,321
For prior period 12,210 (34,672)

20.1 560,474,766 434,986,649

e [T Rupees T

E:{l, Relationship between accounting profit and tax expense

Profit for the period before provision for taxation H19.217 H60 766,304,525
e
Tax on accounting profit at the applicable tax rate of 29% 237573179 222238,312
Tax effect of :
Inadmissible items in determining taxable profit SOG07.670 110,701,351
Admissible in determining taxable profit 119,573,359 40,261,801
Super tax ufs 4C 143,708,348 52,729,857
Prior year tax 12,210 (34,672)
560474766 434,986,649
21| NUMBER OF EMPLOYEES| | [0 (000 iPZ0Z3 RN O oZE S
Total number of employees at period end e 42
Average number of employees for the period 43 42
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NOTES TO THE FINANCIAL IS'T:'"I."I'I'"'-IJ""&"'I.'.":'
FOR IHI "th"l.lt ENDED JUNE *ﬂ,..’{!

i I' éll,_" .rry 4‘rf;§t}gmriﬁf'ﬂm o
The Company in the normal course of business carries out transactions with varlous related parties which comprise of the

Farent, Associated Companies, Chief Executive Oflcer and Directors. Detall of transactions with related parties, which are
not specifically disclosed elsewhere in these financial statements, are as follows:

Toll management fee 933,230,653 988,182,704
Frontler Works
|Drgan lention Share of electricity bill changed by the Company 42,387,019 22975282
(the Parent - 64.99% o, 0nte recetved on behalf of the Company - M-ta 277,520,327 ]
sharcholding) g e o i
Payments made during the perfod - not 1,122,132,733 082,833,515
Khalid Rauf & Co, [Pvt.)
Lid.
(Associate - 19.99% Repair and malntenance expense charged and paid 187,321,201 166,063,941
shareholding)

The Company finances its operations thmug]l the mix of equity, debt and working capital management with a view to
maintain an approprinte mix between various sources of finance to minimize rsk. The overall risk management [s carried
out by the finance department under oversight of the Board of Directors in line with the policies approved by the Board,

23 FIN

Financial assets at amortized cost ;

Long term deposits 8 762,756 762,756
Deposit against rented premises 800,000 B00.000
Short term investment 11 335,000,000 335,000,000
Profit on short term investment 17,503,750 10,050,000
Cash and bank balances 12 3,199,999,050 2,781,802,014
3,554,065.556 2126,414,770
% AR
il | Rupses
Financial liabilities at amortized cost ;
Provision for restoration of the carriageway 14 6017241964 5,390,299,602
Acerued and other liahilities 15 7874711 86,411,873
6,025,116,675 5476711475

ST

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

&,\ TR Ao xumgf. )
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LAFCO (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2023
[23.2,1 CREDIT RISKAND CONCENTRATION OF CREDITRISK.

Credit risk represents the accounting loss that would be recopnized at the reporting date il eounter parties fatled
completely to perform as contracted. The maximum exposure to credit risk at the reporting date s as follows:

TS A
| Rupees | Rupees)

Long term deposits 762,756 762,756
Deposit against rented premises 800,000 800,000
Short term Investment 335,000,000 335,000,000
Profit on short term investment 17,503,750 10,050,000
Cash at hank 3,199,308,115 2,781,125,951

3.553,374.621 3,127,738,707

Due to Company’s leng standing relations with other counterparties and after giving due consideration to thelr
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 and profit accrued thereon and bank
balances as these are placed with / recelvable from local banks h-winr; good eredit rating,

22 ROV TR B i s S e R e 2 A T e e R T L B TR
Liuidity risk is the risk that an entity will encounter difficulty in meeting u]:llg:atinm associated with financial
liabilities, The Company’s approach to manage lguidity rigk is to malntain sufficient level of liguidity by holding
highly liguid assets and maintaining acdequate reserve borrowing facilities, This includes malntenance of
statement of financlal pesitien lguidity ratios through working capital management. All financial labilides are
due to mature within the upcoming Minancial year except for 'Provision for restoration of the carrdageway’, for
which refer to Note 14,

The Company has liquid assets of Re. 35533 million (2022: Rs. 3,127.65 miillon) as at the reporting date and
financial support from the Parent to manage the liquidity risk.

28,23 MARKETRISK

Interest rate risk

Interest rate risk is the risk that the fair value er future cash Aows of a fMinanclal Instrument will Muctuate becavse
ofchanges in market interest rates,

Majority of interest rate risk arises from long term financing . The [nterest rate profile of the Company's interest
hearing financial Instruments i presented In relevant notes to the Anancial statements,

Sensitivity to interest rate risk arises from mismotches of financial assets and financial labilitles 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 variable rate financinl assets and linbilities at falr value through profit or
loss, therefore a change In Interest rates at the reporting date would not affect statement of profit or loss,

[h_—l;l,}iﬂ!,ﬁfé F fliﬁ I"El

Currency risk
Currency risk is the risk that the falr value or future cash fows of a Ananclal instrument, will Muetuate because of
changes in forelgn exchange rates, Foreign currency risk arises malnly where veceivables and payables exist due
to foreign currency transactions. The Company (s 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.

|23.24 FAIRVALUES OF FINANCIAL INSTRUMENTS
The carrying values of all the financial assets aml financial labilities rE;'Jur'tElI in the ﬂrmm:iul statements
approximate their fair values,

Fair value is the price that would be recelved to sell an asset or pald to transfer a liability in an orderly
transaction between market participants at the measurement date,

‘&-» TR~ o \C \M&mj
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LAFCO (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30,2023
17233 CAPITALRISK MANAGEMENT " 0 _ A TSN
The Company’s objectives when managing eapital are to safeguard the Company's ability to continug as a going
concern, su that [t can continue to provide returns for shareholders and benefits for other stakeholders and tw
maintain an aptimal capital strecture to reduce the cost of capital, In order te maintain or adjust the capital
structure, the Company may obtain / repay financing from / to Frontier Works Organization [FWO),

The Company manages its capital by monitoring return on net assets and makes adjustments to it in the light of
changes in economic conditlons, In erder te malntaln or adjust the capital structure, the Company may ad]ust the
amount by Issue of new shares The Company also monitors capital using a gearing ratio, which is net debt less
cash and bank balances. Capital signifies equity as shown In the statement of Rnanclal position plus net debt.

The Company is exposed to capital risk as lts equity is negative by Rs. 1,194.86 million (2022: Rs. 1,453.61
million) mainly due to provision of Rs, 6,017.24 million (2022: Rs. 5,390.3 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 14). The Company will manage the capital risk through generation of profits in future and
injection of funds as equity on loan from the Parent in the coming years, if needed,

These financial statements have been authorized for issue by the Board of Directors of the Company on

[N A T s bl L i T R L T

= Figures have been rounded off to the nearest Rupees,

&f'\ R PRV Ll

CHIEF EXECUTIV R CHIEF FINANCIAL OFFICER DIRECTOR



